
Chapter 10 Lecture Notes
Building an Organization Capable of Good Strategic Execution

Chapter Summary
Chapter Ten examines the process of executing an organizational strategy. It has an emphasis on the conversion of a strategy into actions and good results for organizations. The chapter explores how executing strategy is an operations-driven activity that revolves around the management of people and business processes. It denotes that successfully executing a strategy depends on doing a good job of working with and through others, building and strengthening competitive capabilities, motivating and rewarding people in a strategy-supportive manner, and instilling a discipline of getting things done.


Lecture Outline
I. Introduction
1. Just because senior managers announce a new strategy does not mean that organizational members will agree with it or enthusiastically move forward in implementing it. It takes adept managerial leadership to convincingly communicate the new strategy and the reasons for it, overcome pockets of doubt and disagreements, secure the commitment and enthusiasm of concerned parties, build consensus on all the hows of implementation and execution, and move forward to get all the pieces into place.
2. Executing strategy is a job for the whole management team, not just a few senior managers.
3. Strategy execution requires every manager to think through the answer to “What does my area have  to do to implement its part of the strategic plan and what should I do to get these things accomplished effectively and efficiently?”
II. A Framework for Executing Strategy
1. The managerial approach to implementing and executing a strategy always has to be customized to fit the particulars of a company’s situation.


	CORE
	CONCEPT

	Good strategy execution requires a team effort. All managers have strategy-executing responsibility in their areas of authority, and all employees are participants in the strategy execution process.




1. The specific actions required to execute a strategy—the “to-do list” that constitutes management’s action agenda—always represent management’s judgment about how best to proceed in light of prevailing circumstances.
A. The Principal Management Components of the Strategy Executing Process
1. Despite the need to tailor a company’s strategy-executing approaches to the particulars of its situation, certain managerial bases have to be covered no matter what the circumstances.
2. Figure 10.1, The Ten Basic Tasks of the Strategy Execution Process, depicts the ten managerial tasks that come up repeatedly in a company’s efforts to execute strategy.
3. The ten managerial tasks that crop up repeatedly in company efforts to execute strategy include:
a. Staffing the organization with managers and employees capable of executing the strategy well.
b. Developing the resources and organizational capabilities required for successful strategy execution.
c. Creating a strategy-supportive organizational structure.
d. Allocating sufficient resources (budgetary and otherwise) to the strategy execution effort.
e. Instituting policies and procedures that facilitate strategy execution.
f. Adopting business management processes that drive continuous improvement in strategy execution activities.
g. Installing information and operating systems that support strategy implementa¬tion activities.
h. Tying rewards directly to the achievement of performance objectives.
i. Fostering a corporate culture that promotes good strategy execution.
j. Exercising the leadership needed to propel implementation forward.
4. In devising an action agenda for implementing and executing strategy, the place for managers to start is with a probing assessment of what the organization must do differently and better to carry out the strategy successfully. They should then consider precisely how to make the necessary internal changes as rapidly as possible.
5. When strategies fail, it is often because of poor execution—things that were supposed to get done slip through the cracks.
6. The bigger the organization, the more that successful strategy execution depends on the cooperation and implementing skills of operating managers who can push needed changes at the lowest organizational levels and deliver results.
7. Regardless of the organization’s size and the scope of the changes, the most important leadership trait is a strong, confident sense of what to do and how to do it.
8. What’s Covered in Chapters 10, 11, and 12 - This chapter and the next two will explore what is involved in performing the ten key managerial tasks that shape the process of implementing and executing strategy.
a. Chapter 10: First three tasks: (1) staffing the organization with people capable of executing the strategy well, (2) developing the resources and building the organizational capabilities needed for successful strategy execution, and (3) creating an organizational structure supportive of the strategy execution process.

b. Chapter 11: Tasks of allocating resources (budgetary and otherwise), instituting strategy-facilitating policies and procedures, employing business process management tools and best practices, installing operating and information systems, and tying rewards to the achievement of good results
c. Chapter 12: Two remaining tasks: instilling a corporate culture conducive to good strategy execution, and exercising the leadership needed to drive the execution process forward
III. Building an Organization Capable of Good Strategy Execution: Where to Begin
1. Building a capable organization is always a top priority in strategy execution. Three types of organization- building actions that are paramount include:
a. Staffing the organization
b. Acquiring, developing, and strengthening the resources and capabilities required for good strategy execution
c. Structuring the organization and work effort
2. Figure 10.2, Building an Organization Capable of Proficient Strategy Execution: Three Key
Actions, looks at the three components necessary for building a capable organization.
IV. Staffing the Organization
1. No company can hope to perform the activities required for successful strategy execution without attracting and retaining talented managers and employees with suitable skills and intellectual capital.
A. Putting Together a Strong Management Team
1. Assembling a capable management team is a cornerstone of the organization-building task.
2. The task of implementing challenging strategic initiatives must be assigned to executives who have the skills and talents to handle them and who can be counted on to get the job done well.
B. Recruiting, Training, and Retaining Capable Employees
1. Staffing the organization with the right kinds of people must go much deeper than managerial jobs in order to build an organization capable of effective strategy execution.
2. In high-tech companies, the challenge is to staff work groups with gifted, imaginative, and energetic people who can bring life to new ideas quickly.
3. In many industries adding to a company’s talent base and building intellectual capital is more important to strategy execution than additional investments in plants, equipment, and capital projects.
4. Companies have instituted a number of practices aimed at staffing jobs with the best people they can find:
a. Spending considerable effort on screening and evaluating job applicants
b. Providing employees with training programs that continue throughout their careers
c. Offering promising employees challenging, interesting, and skill-stretching assignments
d. Rotating people through jobs that span functional and geographic boundaries
e. Making the work environment stimulating and engaging so that employees will consider the company a great place to work
f. Encouraging employees to challenge existing ways of doing things
g. Striving to retain talented, high-performing employees
h. Coaching average performers to improve their skills and capabilities, while weeding out under- performers

V. Developing and Building Critical Resources and Capabilities
1. High among the organization-building priorities in the strategy execution process is the need to build and strengthen the company’s portfolio of resources and capabilities with which to perform strategy- critical value chain activities.
A. Three Approaches to Building and Strengthening Capabilities
1. Building the right kinds of core competencies and competitive capabilities and keeping them finely honed is a time-consuming, managerially challenging exercise. The capability building process has three common approaches.
2. Developing Capabilities Internally
a. First, the organization must develop the ability to do something, however imperfectly or inefficiently.
b. Second, as experience grows and company personnel learn how to perform the activity consistently well and at an acceptable cost, the ability evolves into a tried and true competence.
c. Managerial actions to develop core competencies and competitive capabilities generally take one of two forms: either strengthening the company’s base of skills, knowledge, and experience or coordinating and integrating the efforts of the various work groups and departments.
3. Acquiring capabilities through mergers and acquisitions
a. Sometimes a company can refresh and strengthen its competencies by acquiring another company with attractive resources and capabilities.
b. The advantage of this mode of acquiring new capabilities is primarily one of speed.
c. Capabilities-motivated acquisitions are essential (1) when the company does not have the ability to create the needed capability internally (perhaps because it is too far afield from its existing capabilities) and (2) when industry conditions, technology, or competitors are moving at such a rapid clip that time is of the essence.
4. Accessing capabilities via collaborative partnerships Sometimes a company can access capabilities via collaborative partnerships with suppliers, competitors, or other companies having the cutting-edge expertise.
a. Outsource the function requiring the capabilities to a key supplier or another provider.
b. Collaborate with a firm that has complementary resources and capabilities in a joint venture, strategic alliance, or other type of partnership established for the purpose of achieving a shared strategic objective.
c. Engage in a collaborative partnership for the purpose of learning how the partner does things, internalizing its methods and thereby acquiring its capabilities.

B. The Strategic Role of Employee Training
1. Training and retraining are important when a company shifts to a strategy requiring different skills,
competitive capabilities, managerial approaches, and operating methods.
2. Over 4,000 companies around the world have established internal “universities” to lead the training
effort, facilitate continuous organizational learning, and upgrade their company’s knowledge resources.
C. Strategy Execution Capabilities and Competitive Advantage
1. Superior strategy execution capabilities allow companies to get the most from their organizational resources and competitive capabilities.
2. Superior strategy execution capabilities are the only source of sustainable competitive advantage when strategies are easy for rivals to copy.


VI. Matching Organizational Structure to the Strategy
1. A firm’s organizational structure should be matched to the particular requirements of implementing the firm’s strategy. Every company’s strategy is grounded in its own set of organizational capabilities and value chain activities.
2. Figure 10.3, Structuring the Work Effort to Promote Successful Strategy Execution, looks at some of the considerations that are common to most all organizations.
A. Deciding Which Value Chain Activities to Perform Internally and Which to Outsource
1. Outsourcing assorted administrative support activities and perhaps even core or primary value chain activities can enable the company to concentrate its full energies and resources on even more competently performing those value chain activities that are at the core of its strategy and for which it can create unique value.

2. When a company uses outsourcing to zero in on even better performance of those truly strategy-critical of those truly strategy-critical activities where its expertise is most need, then it may be able to realize three very positive benefits.
a. The company improves its chances for outclassing rivals in the performance of those activities and turning a core competence into a distinctive competence.
b. The streamlining of internal operations that flows from outsourcing often acts to decrease internal bureaucracies, flatten the organization structure, speed internal decision making and shorten the time it takes to respond to changing market conditions.
c. Partnerships can add to a company’s arsenal of capabilities and contribute to better strategy execution.
3. As a general rule, companies refrain from outsourcing those value chain activities over which they need direct strategic and operating control in order to build core competencies, achieve competitive advantage, and effectively manage key customer-supplier-distributor relationships.
4. A company that goes overboard on outsourcing can hollow out its knowledge base so as to leave itself at the mercy of outside suppliers and short of the resource strengths to be master of its own destiny.

B. Aligning the Firm’s Organizational Structure with Its Strategy
1. The design of the firm’s organizational structure is a critical aspect of the strategy execution process.
2. Good organizational design may even contribute to the firm’s ability to create value for customers and realize a profit.


	CORE
	CONCEPT

	A firm’s organizational structure comprises the formal and informal arrangement of tasks, responsibilities, lines of authority, and reporting relationships by which the firm is administered.



3. Making Strategy Critical Activities the Main Building Blocks of Organizational Structure
a. Some activities in the value chain are always more critical to strategic success and competitive advantage than others.
b. The rationale for making strategy-critical activities the main building blocks in structuring a business is compelling: if activities crucial to strategic success are to have the resources, decision-making influence, and organizational impact they need, they have to be centerpieces in the organizational scheme.
4. Matching Type of Organizational Structure to Strategy Execution Requirements
a. Organizational structures can be classified into a limited number of standard types. The type that is most suitable for a given firm will depend on the firm’s size and complexity as well as its strategy.
b. Simple Structure—A simple structure is one in which a central executive (often the owner- manager) handles all major decisions and oversees the operations of the organization with the help of a small staff.
c. Functional Structure—A functional structure is one that is organized along functional lines, where a function represents a major step in the firm’s value chain, such as R&D, engineering and design, manufacturing, sales and marketing, logistics, and customer service.
d. Multidivisional Structure—A multidivisional structure is a decentralized structure consisting of a set of operating divisions organized along market, customer, product, or geographic lines, and a central corporate headquarters, which monitors divisional activities, allocates resources, performs assorted support functions, and exercises overall control.
e. Matrix Structure—A matrix structure is a combination structure in which the organization is organized along two or more dimensions at once (e.g., business, geographic area, value chain function) for the purpose of enhancing cross-unit communication, collaboration, and coordination.




	CORE
	CONCEPT

	A simple structure consists of a central executive (often the owner-manager) who handles all major decisions and oversees all operations with the help of a small staff. Simple structures are also called line-and-staff structures or flat structures.




	CORE
	CONCEPT

	A functional structure is organized into functional departments, with departmental managers who report to the CEO and small corporate staff. Functional structures are also called departmental structures and unitary structures or U-forms.




	CORE
	CONCEPT

	A multidivisional structure is a decentralized structure consisting of a set of operating divisions organized along business, product, customer group, or geographic lines and a central corporate headquarters that allocates resources, provides support functions, and monitors divisional activities. Multidivisional structures are also called divisional structures or M-forms.




	CORE
	CONCEPT

	A matrix structure is a combination structure that overlays one type of structure onto another type, with multiple reporting relationships. It is used to foster cross-unit collaboration. Matrix structures are also called composite structures or combination structures.



C. Determining How Much Authority to Delegate
1. The two extremes are to centralize decision-making at the top (the CEO and a few close lieutenants) or to decentralize decision-making by giving managers and employees considerable decision-making latitude in their areas of responsibility.
2. Table 10.1, Advantages and Disadvantages of Centralized versus Decentralized Decision-Making, shows the two approaches to decision-making are based on sharply different underlying principles and beliefs, with each having pros and cons.
3. Centralized Decision-Making: Pros and Cons In a highly centralized organization structure, top executives retain authority for most strategic and operating decisions and keep a tight rein on business- unit heads, department heads, and the managers of key operating units; comparatively little discretionary authority is granted to front-line supervisors and rank and file employees.
a. Key advantages include: (1) Fixes accountability through tight control from the top (2) Eliminates potential for conflicting goals and actions on the part of lower-level managers (3) Facilitates quick decision making and strong leadership under crisis situations
b. Key disadvantages include: (1) Lengthens response times by those closest to the market conditions because they must seek approval for their actions (2) Does not encourage responsibility among lower-level managers and rank-and-file employees (3) Discourages lower-level managers and rank- and-fi le employees from exercising any initiative

4. Decentralized Decision-Making: Pros and Cons In a highly decentralized organization, decision- making authority is pushed down to the lowest organizational level capable of making timely, informed, competent decisions. The objective is to put adequate decision-making authority in the hands of those closest to and most familiar with the situation and train them to weigh all the factors and exercise good judgment.
a. Key advantages include: (1) Encourages company employees to exercise initiative and act responsibly (2) Promotes greater motivation and involvement in the business on the part of more company personnel (3) Spurs new ideas and creative thinking (4) Allows for fast response to market change (5) Entails fewer layers of management
b. Key disadvantages include: (1) May result in higher-level managers being unaware of actions taken by empowered personnel under their supervision. (2) Can lead to inconsistent or conflicting approaches by different managers and employees. (3) Can impair cross-unit collaboration
5. Capturing Cross-Business Strategic Fits in a Decentralized Structure: Diversified companies striving to capture cross-business strategic fits have to beware of giving business heads full rein to operate independently when cross-business collaboration is essential in order to gain strategic fit benefits.
6. Providing for Internal Cross-Unit Coordination: Close cross-unit collaboration is usually needed to build capabilities in such strategi¬cally important activities as speeding new products to market and providing superior customer service.
a. To achieve tight coordination company executives typically emphasize the necessity of cross-unit teamwork and cooperation and the importance of frequent back-and-forth communication.
b. In many instances, the chief cause of ineffective cross-unit coordination rests with departmental- level managers and other key operating personnel who don’t or won’t spend the time and effort needed to partner with other organizational units in the capability-building process.
D. Facilitating Collaboration with External Partners and Strategic Allies
1. [bookmark: _GoBack]Organizational mechanisms—whether formal or informal—are also required to ensure effective working relationships with each major outside constituency involved in strategy execution.
2. Building organizational bridges with external allies can be accomplished by appointing “relationship managers” with responsibility for making particular strategic partnerships or alliances generate the intended benefits.
3. Organizing and managing a network structure provides another mechanism for encouraging more effective collaboration and cooperation among external partners.


	CORE
	CONCEPT

	A network structure is the arrangement linking a number of independent organizations involved in some common undertaking.



E. Further Perspectives on Structuring the Work Effort
1. All organization designs have their strategy-related strengths and weaknesses. To do a good job of matching structure to strategy, strategy implementers first have to pick a basic design and modify it as needed to fit the company’s particular business lineup. They must then:
1. Supplement the design with appropriate coordinating mechanisms (cross-functional task forces, special project teams, self-contained work teams, and so on) and
2. Institute whatever networking and communications arrangements it takes to support effective execution of the firm’s strategy.
2. Effectively managing both internal organization processes and external collaboration to create and develop competitively valuable organizational capabilities remains a top challenge for senior executives in today’s companies.
