The leading edge of strategy: fit or stretch
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ASPECT OF STRATEGY ENVIRONMENT-LED ‘FIT’ RESOURCE-LED ‘STRETCH’
Underlying basis of strategy Strategic fit between market Leverage of resources to improve
opportunities and organisation’s value for money
resources
~ompetitive advantage ‘Correct’ positioning Differentiation based on
through ... Differentiation directed by market competences suited to or creating
need market need
How small players survive... Find and defend a niche 6hange the ‘rules of the game’
Risk reduction through ... Portfolio of products/businesses Portfolio of competences
Corporate centre invests in...  Strategies of divisions or Core competences
subsidiaries

Source Adapted from G. Hamel and C.K. Prahalad, Competing for the Future, Harvard Business School Press, 1994




Configurations of strategy development proccesses
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(a) Logical
incremental
Pianuing
Incrementalism

Standardised planning procedures
Systematic. data collection and
analyses

Constant environmental scanning
Ongoing adjustment of strategy
Tentative commitment to strategy
Step-by-step, small-scale change

Intrusive external environment
Dominant individuals

Political processes

Power groups

Manufacturing and service
sector organisations
Stable or growing markets
Mature markets

Benign environments

‘What I'm always engaged in is an
ongoing process of developing, of
scanning the horizon for market
developments that are likely to
affect my business and then
devising and changing strategic
responses.’

(see Illustration 2.3)

(b) Rational
command

Planning
Command

Senior figure or group determines
and directs strategy

Strong vision or mission

Definite and precise objectives
Rigorous analysis of environment
Clear plans

Pronounced political influences
Traditional ‘ways of doing
things’

External forces determine
strategy

Large manufacturing and
financial services businesses
Growing and stable markets
Competitive environment

“The CEO is the dominant
character really. He drives and
sets the vision, and he certainly
modifies the strategy. I would
say that he has the strongest
influence.’

(¢) Muddling
through
Cultural
Political
Incremental

Bargaining, negotiation and
compromise accommodate
conflicting interests of groups
Groups with control over critical
resources more likely to influence
strategy

Standardised ‘ways of doing things’
Routines and procedures embedded
in organisational history

Gradual adjustments to strategy

Analytical, evaluative
rationality

Deliberate, intentional, process
Managers in control of
organisation’s destiny

Well defined procedures
Analytical evaluation and
planning

Externally driven strategy
Deliberate managerial intent

Professional service firms
(e.g. consultancy or law
firms)

Unstable, turbulent
environment

New and growing markets

‘Sometimes we have to make
concessions to partners if we
favour a certain direction or

option, in order to encourage
them to accept the idea.’

’

(d) Externally
dependent

Enforced choice
Political

Strategy is imposed by external
forces (e.g. legislation, parent
organisation)

Freedom of choice severely
restricted

Groups dealing with the
environment have greater influence
over strategy

Political activity likely within
organisation and between external
agencies

Strategy determined within the
organisation

Planning systems impact on
strategy development
Managers influence strategic
direction

Public sector organisations,
larger manufacturing and
financial service subsidiaries
Threatening, declining,
unstable and hostile
environments

‘We feel severely constrained by
the policies of central
government and the community
influence is also quite strong —
sometimes vociferously
articulated by interest groups
who lobby members.’

(see Illustration 2.6)





Note that the first two profiles are hand in hand with central direction while the second two are externally-defined as in Fit.

Also note that the in first and the third profile   incremental change is observed  while the second and the forth transformational change is needed
Different approaches to strategic management

[image: image3.jpg]Iii":llnil Different approaches to strategic management

Central direction

Unpredictable
environment

possible
Strategic Strategic
intent planning
E 3y Incremental
. ncouraging . strategy
intrapreneurship’ development

Central direction
impossible or undesirable

Predictable
environment

Source Developed by R. Harrison, Strategy and Board Secretariat, Department of Education and Employment. Re

with permissi




Here, the extremes of possibility of central directions and certainty about environment form the choice of strategic management.

But what about the intermediate stages of the control (central direction) pattern? A short analysis of how manager’s can cope  with different configurations of control: shortly follows
Different explanations of processes of strategic management
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Iiﬁi'l. Different explanations of processes of strategic management

Managerial choice and control according to different theories

Highe———r——me e e e e o e — Low
RATIONAL CRAFTING OR CHAOS/ CULTURAL/ ECOLOGICAL/
PLANNING LOGICAL COMPLEXITY INSTITUTIONAL NATURAL

INCREMENTALISM SELECTION
Managers’ Strategy is managed Managers are Managers are Organisational
rational decisions on the basis of sensitive to ‘captured’ by” cultures
direct the future  experience and patterns in a institutionalised constrain
of the learning complex world assumptions and strategies;

organisation
through formal
planning systems

and may respond
to deviations
from such
patterns

ways of doing things
(culture); strategic
development is
constrained by these

success depends
on the extent to
which these fit
environmental
conditions
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