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Foreword

Industrialist Larry Bossidy observed in his best-selling book Execution: The Discipline
of Getting Things Done, “Strategies are intellectually simple; their execution is not.”
Aware of this, American Management Association commissioned the Human
Resource Institute to conduct a global study to gain as much insight into strategy
execution as we have in strategic planning.

The study included a search of literature on the subject, distribution, and
analysis of a questionnaire sent to over 1,500 executives and managers worldwide,
and interviews with authorities on the subject. Study findings point up just how
important strategy execution is.

The AMA/HRI Keys to Strategy Execution study showed that organizations
best at strategy execution excel in revenue growth, profitability, and customer
satisfaction. And the study identified both the obstacles to implementation of
strategic plans and drivers of successful strategy execution. It found that executives
and managers are trained to plan, but too many fall short in execution due to a
lack of skills and the existence of a process to facilitate implementation of plans.

We can expect the situation to change as measurement tools to monitor
execution grow. Strategy execution will improve as executives and managers
learn how to focus and align daily activities to strategic goals. To ensure this, top
leadership must be committed to clear, direct, and constant communications.

Edward T. Reilly
President and Chief Executive Officer
American Management Association
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Introduction

Business organizations’ interest in strategy execution has grown in recent years and
will continue to do so. A global report from the Conference Board in 2005 found
that consistent execution of strategy by top management is one of the top 10 chal-
lenges facing CEOs, with a third choosing it as the challenge “of greatest concern.”
Overall, consistent execution of strategy by top management ranked third of 91
challenges (Conference Board 2005, 2006). Clearly, the ability to transform strategic
plans into action is a universal concern.

What's more, the focus on execution is expected to endure as a critical business
issue. When strategy+business magazine surveyed subscribers and thought leaders
in 2005 about various concepts addressed by the magazine over the past decade,
“execution” prevailed as the number-one theme as well as the idea most likely to
sustain interest for another 10 years (Kleiner 2005).

But exactly what is strategy execution? After all, if it’s seen as virtually every-
thing that an organization does, then it becomes so broad as to be unmanageable.
To learn more about the subject, American Management Association (AMA) com-
missioned the Human Resource Institute (HRI) to conduct a literature review and a
global survey focusing on the execution of strategy. Within this study, the research
team defined strategy as “a major plan that an organization makes to attain a
defined and positive business goal,” and it defined strategy execution as “the process
of implementing such plans and achieving such goals.”

The AMA/HRI team specifically wanted to find out what drives execution and
what its primary components are. We also wanted to know if there are significant
differences in how higher-performing and lower-performing organizations execute
their strategies. Therefore, we made an effort to identify which companies—based
on self-reports—are best at strategy execution and which excel in the areas of
revenue growth, market share, profitability, and customer satisfaction. Although it
is impossible to attribute causality in any survey, the data suggest that some
approaches to execution are more valuable than others and that higher performers
use those strategies to a greater extent than lower performers. The following is a
quick review of some of the main findings:

Vi
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Higher performers tend to be better at executing strategies. That is, compa-
nies that enjoy higher performance (based on the four factors mentioned above)
also tend to be better at executing strategies (based on two different survey indicators).

Above everything else, clarity is crucial to the execution of strategy.
“Creating a clear strategy” was ranked as the single most important strategic action
for companies implementing strategies. What’s more, out of 57 different approaches
to strategy execution, “defining clear goals to support strategy” was ranked second
in importance, “ensuring clear accountability” was fourth, and “having a clear focus
on implementing/executing strategy” was sixth.

Overall, organizations are not achieving clarity to the degree they should.
Although clear strategies and clear goals were of top importance, they were ranked
only 11th and 10th in terms of the extent to which companies use those approach-
es. There is a particularly large difference between the extent to which companies
value a clear strategy and the extent to which they actually deliver on such a strategy.

Higher-performing companies are much more likely than lower performers
to provide clarity. In fact, out of the top six major areas of difference between
higher and lower performers, three of them (clear strategy, clear goals, and clear
focus) deal with clarity.

Alignment practices are widely used and highly valued. Alignment practices
account for four out of the top 10 most commonly used strategy execution meth-
ods. They are also among the top 10 most highly valued practices. Among the top
10 are “aligning strategy with the corporate vision/mission statement,” “aligning
organizational goals with strategy,” “aligning business unit’s goals with organiza-
tional goals,” and “aligning business units with strategy.”

Higher-performing organizations are considerably more likely to use certain
alignment strategies. Specifically, higher performers are more likely to align orga-
nizational goals with strategy and to align incentives, rewards, and recognition with
strategy.

Speed and adaptability are differentiators. The practice representing the
largest difference between higher and lower performers is “demonstrating the
ability to quickly and effectively execute when new strategic opportunities arise.”
Another strategic action representing a large difference is “having an adaptive
organizational infrastructure.” These two items suggest that adaptive organizational
infrastructures—in combination with strategic clarity—help organizations react
more quickly to new strategic opportunities.

Decision-making speed remains a major problem. The largest difference
between the extent to which organizations take a strategic action and the extent to
which they consider that action important is in the area of “ensuring appropriate
decision-making speed.” This means, in essence, that companies value such speed
much more than they can actually attain it.

Employee engagement is a concern. “Ensuring employees at all levels feel
engaged in and motivated by the execution process” was ranked 52nd of 57
practices in terms of the extent to which companies do this. But it was ranked
25th in terms of its overall importance.

vii
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There seems to be a leadership development deficit in the area of execution.
Companies do not build “execution-focused leadership capabilities” or use “succes-
sion planning to develop leaders who are good at strategy execution” to a sufficient
degree, given the relative importance of these practices. Moreover, higher-performing
organizations are considerably more likely than their lower-performing counterparts
to use these practices.

Customer needs/demands and worker capabilities are the most important
drivers of execution today. Over the course of the next 10 years, technological
changes are expected to overtake worker capabilities as the second most important
influencer of strategy execution.

A lack of resources and the presence of government regulations are the
primary barriers to strategy execution today. Over the coming decade, however,
unfavorable economic conditions and competitive pressures are projected to become
the primary barriers.

Below are other noteworthy survey findings:

m Organizations with CEO tenure of five years or more tend to be better at
executing strategies.

m Global organizations are better than multinational or national organizations
at executing strategies.

= Most planning for strategy execution takes place at the corporate level, but
much also occurs at the strategic business unit level.

m Organizations tend to execute multiple strategies simultaneously, with 48%
of respondents saying their companies are executing two to three strategies.

m The primary goals of execution efforts are to become more customer-focused,
more innovative, and more of a leader in terms of quality.

The survey data, the literature review, and the experiences of members of the
AMA/HRI research team all indicate that strategy execution is a multidimensional
process. There is no panacea for achieving success. Strategy execution is the ultimate
test of managerial orchestration skills.

Strategy execution is also an evolving art. The methods for achieving excellence
in this area are changing as the larger business environment changes. The AMA/HRI
team expects that technology and measurement tools will improve the execution
capabilities of organizations in the future, but success will always depend on the
people who make up the bedrock of any organization.

viii
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Literature Review on
Strategy Execution

The need to formulate and then execute a preconceived
plan is probably as old as humanity itself. Even before
the advent of modern civilization, human beings
depended on their superior ability to organize into
cooperative groups to achieve critical social goals, such
as the acquisition of food or the creation of shelters.
But the earliest literature on how to plan and execute
strategies seems to be tied to a different organized
activity: warfare. Among the best-known texts is

Sun Tzu’s The Art of War, which dates back to the
fourth century B.C.
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The idea of planning and executing business strategies no doubt has deep roots, but
most of the literature on the subject dates back only to around the mid- to late 20th
century. Much of this literature deals with strategy development rather than execu-
tion. Henry Mintzberg, author of Strategy Safari: A Guided Tour Through the Wilds
of Strategic Management, divides the literature into 10 distinct schools of thought.
The key concepts of the so-called Design School, for example, continue to form the
basis of many undergraduate and MBA strategy courses. “SWOT” is a prescriptive
process that allows the assessment of Strengths and Weaknesses of the organization
in light of the Opportunities and Threats in its environment.

Some authors have organized the strategy literature into academic or func-
tional categories. For example, strategy-related research is found in the fields of
management, marketing, economics, finance, and industrial organization. The liter-
ature most pertinent to this report is found in the fields of management and mar-
keting. Management literature (Barney 1997; Bracker 1980) tends to focus on the
common themes of environmental analysis, resource utilization, and goal attainment.

The focus on how to implement strategy is a relatively recent development,
driven by studies showing that even good plans often fail due to the poor execution
of those plans. The well-known Malcolm Baldrige “Criteria for Performance
Excellence,” which were designed to give U.S. businesses a performance advantage
in the global marketplace, state that “action plan development represents the criti-
cal stage in planning when general strategies and goals are made specific so that
effective company-wide understanding and deployment are possible” (Ford and
Evans 2000; NIST 1998). Malcolm Baldrige standards also note the importance of
execution itself, stating, “An approach must exist for implementing action plans.
The approach must consider how critical requirements—including human resource
plans, key processes, performance measures, and resources—will be aligned and
deployed” (Ford and Evans 2000).

Indeed, the ability to “align” organizational factors has become a major com-
ponent of strategy execution. Organizations with a high degree of employee align-
ment tend to generate better shareholder returns (Watson Wyatt Worldwide, 2006).
But alignment isn’t easy and, although U.S. firms have made progress in aligning
their workforces with their business strategies, they still have a way to go, according
to the Saratoga and PricewaterhouseCoopers 2005/2006 Human Capital Index
Report. Fully 80% of 288 surveyed firms said their workforces were more aligned
with business strategies in 2004 than they were three years prior, but nearly one in
three considered themselves “somewhat aligned” at best (Bokina 2005). In another
study, Towers Perrin (2005) reports that senior management may not be doing
enough to align employees with organizational goals.

Leadership is also crucial to execution. Larry Bossidy and Ram Charan (2002),
in their book Execution: The Discipline of Getting Things Done, note that most execu-
tives and managers don’'t understand the “discipline” of execution. The authors
recommend a core set of processes built on a foundation of leadership behaviors,
which create a culture of execution. They claim that a robust dialogue, or “dialogue
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“Successful CEOs understand the relationship between behaviors,
strategy, and high performance...ensuring that culture is a source of
competitive advantage, allowing it to be an enabler—rather than a
hindrance—to strategy execution.”

—Business Strategy Review (Connolly 2006)

that surfaces truth,” is the essence of an execution culture. According to Bossidy and
Charan, robust dialogue fosters team building, coaching, and change.

Kaplan and Russell (2005) suggest that the management system known as the
Balanced Scorecard is an essential building block of a “strategy-focused organization.”
However, they note that the scorecard alone is not enough, and they recommend that
it be used in combination with various management competencies. Among efforts
organizations take to strengthen strategy management competencies are executive
communication campaigns, multimedia communications to all employees, new
approaches to conduct strategy-management meetings/reviews, updates, and new
leadership practices (Kaplan and Russell 2005).

The importance of communication as a best practice to execute strategy is
worth noting. Earlier research made communication a peripheral concern, focusing
instead on issues such as organizational structure and processes such as reward sys-
tems and resource allocation (Schultz, Hatch, and Larsen 2000). More recent litera-
ture suggests, however, that communication is key to proper execution.

Structure remains another important property of execution. Galbraith (1973,
1986, 1995) has written extensively about the connection between a firm’s structure
and its ability to execute strategy. Andrews (1971) noted that the structure for strat-
egy implementation relates not only to the division of work and the coordination
of responsibility but also to organizational systems such as standards and measure-
ment, incentives, control systems, and personnel recruitment. Daft and Macintosh
(1984) are among a number of researchers who have found support for the role of
managerial systems, particularly those connected to middle management, in strate-
gy implementation. Past research has also found a positive relationship between
integration and different measures of organizational performance (Barney 1991).

Some researchers such as Michael Mankins and Richard Steele (2006) have
questioned whether the particulars of strategic planning itself could hinder strategy
execution. In a study with the Economist Intelligence Unit, they surveyed senior
executives from 156 large companies worldwide. The results of the survey confirmed
that the timing and structure of strategic planning are obstacles to good decision
making. Mankins and Steele suggest that some of the alignment practices cited by
most strategy gurus as best practices are instead forcing strategic planning into an
annual cycle that makes it irrelevant to executives, who must make many important
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decisions throughout the year. They argue that setting strategy is a continuous
process, one that should be revisited throughout the year rather than just squeezed
into a two- or three-month window. Using this paradigm, strategy meetings become
decision-making meetings where strategic-issue reviews are organized around “facts,
alternatives, and choices” (Mankins and Steele 2006). The lines between the formula-
tion and execution of strategy become less distinct.

The literature suggests that culture is also an extremely important component
of execution success. Business Strategy Review reports, “Successful CEOs understand
the relationship between behaviors, strategy, and high performance...ensuring that
culture is a source of competitive advantage, allowing it to be an enabler—rather
than a hindrance—to strategy execution” (Connolly 2006). Other observers also
note the importance of culture, both to the planning process and to performance/
execution. Lee, Yoon, Kim, and Kang (2006) argue that strategy is a collective concept
and that culture accounts for nearly half a firm’s performance.

This review indicates that ideas about strategy execution continue to evolve.
Although some still see execution primarily as a linear process in which executives
develop strategies that are implemented via communication and other alignment
processes, others focus more on the emergent aspects of strategy execution. That is,
they look at how strategies and the way they’re implemented adapt to internal and
external feedback, sparking other decisions and new strategic initiatives in response.
It will be interesting to see how ideas about strategy execution change along with
today’s increasingly networked, knowledge-based, global business environment.
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Factors Influencing
the Execution of Strategy

This section of the report highlights the primary factors
that drive strategy execution as well as those factors
that serve as barriers to such execution. This analysis is
based on the AMA/HRI Strategy Execution Survey
2006 as well HRI’s environmental scan of the litera-

ture on strategy execution.
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The AMA/HRI survey asked respondents to provide feedback on a range of factors
that affect organizations’ ability to execute strategy. Survey participants rated each
factor on a 5-point scale in which 1 = very little and 5 = very much. The table
below shows the extent to which respondents believe that the following factors
influence their organization’s ability to execute strategic plans today and the extent
to which they believe they will in 10 years:

Top Ten Factors Influencing Strategic Execution
Today and in Ten Years

In 10
Factors Today  Years
Customer needs and demands 4.08 4.42
Workforce capability 3.64 4.06
Technological changes 3.60 4.08
Internal creativity or innovativeness 3.51 4.06
Organizational resilience 3.50 3.97
Employee attitudes and behaviors 3.48 4.04
Clear corporate identity 3.48 3.85
Shared sense of commitment 3.46 4.06
Management responsiveness 3.43 4.05
Workers' trust in leadership 3.43 4.05

The rest of this section examines the role that customer focus, workforce
capabilities, technology, and various other factors play in influencing strategy
execution based on the survey and literature review.

Factors That Influence the Ability to Execute Strategy

Customer Needs and Demands
The needs and demands of customers easily surfaced as the top factor influencing
an organization’s ability to execute its strategy—both today and in 10 years, accord-
ing to the AMA/HRI Strategy Execution Survey 2006. On a 5-point scale, customer
needs and demands averaged 4.08 as a factor today and 4.42 as a factor in 10 years.

Changing markets and customer needs influence both the types of strategies
that organizations adopt and the ways in which they execute those strategies. A
fractured market, for example, might require an organization to meet market
demands via multiple strategic initiatives. This can make strategic efforts more
complex and, so, more difficult to execute.

Yet, ignoring customers’ changing needs and demands isn’t an option.
According to a customer loyalty study of more than 1,000 U.S. consumers by
Accenture, a majority of customers share their opinions about a company’s service
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or products with others, whether satisfied or dissatisfied (“Customer Loyalty,” 2005).
A failure to execute major customer-driven strategies, no matter how challenging
such strategies may be, is likely to result in the eventual demise of an organization.

Focusing on customer obligations can also make other types of strategic
initiatives more difficult to carry out. After all, organizations often want to
channel resources—including time, effort, financial, and human resources—to
customer-focused strategies. “When you are competing for resources with other
business units, the most powerful argument you can make is that important
customers want it and will commit,” says Joseph L. Bower, co-editor with Clark G.
Gilbert of From Resource Allocation to Strategy (Lagace 2006). So, if an organiza-
tion wants to execute a strategy that isn’'t directly linked to serving customers—
such as the implementation of a new internal information technology system—
then that strategy may have a difficult time getting the resources it needs. Indeed,
the AMA/HRI study clearly shows that “a lack of adequate resources” is the main
barrier to strategy execution today.

Workforce Capability

Another top factor influencing an organization’s ability to execute its strategic plans
both today and in 10 years is workforce capability, according to the AMA/HRI
Strategy Execution Survey 2006. On a 5-point scale, workforce capability averaged
3.64 as a factor today and 4.06 as a factor in 10 years.

Why are such capabilities so important? A workforce made up of talented and
engaged people is a huge advantage in executing strategy, but employees can also be
viewed, from some perspectives, as a risk. In an interview with Leaders magazine,
Mark V. Mactas, chairman and CEO of Towers Perrin, noted that to execute well,
organizations must understand that people are “both a core component of risk and
one of the principal avenues to risk mastery” (“Turning Risk,” 2006).

Especially in today’s knowledge economy, with many companies pursing
multiple strategies, execution is doomed to failure unless workers understand the
strategies, have the skills and talent to implement them, and are motivated to do so.
Risks associated with factors such as high labor costs and turnover can also cause
employers to stumble. “Until our technologists crack the code of artificial intelligence,
successful companies will need to depend to a greater extent than ever on human
intelligence, innovation, and inspiration,” says Mactas.

Technology
Technological change is also ranked among the top factors influencing an organiza-
tion’s ability to execute its strategic plans both today and in 10 years, according to
the AMA/HRI Strategy Execution Survey 2006. On a 5-point scale, technological
changes averaged 3.60 as a factor today and 4.08 as a factor in 10 years. That is, it is
projected to be second only to customer demands in terms of its future importance
to strategy execution.

Other research also supports the view that technology is expected to be a key
factor in organizations’ ability to adopt new business models and execute strategy.
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Today’s organizations increasingly look toward new business models rather than
just new product lines to challenge the competition. In this environment, informa-
tion technology is expected to become an increasingly critical tool, according to
surveyed business leaders in more than 4,000 firms in 23 countries. The survey,
conducted by the Economist Intelligence Unit and commissioned by SAP, found
that more than 80% of respondents cited technology as being a key factor in their
firm’s ability to adapt business models and execute strategy (“Survey Shows,” 2005).
More than half (54%) said they would pursue competitive advantage via new busi-
ness models as opposed to new products. In addition, respondents cited speed of
strategy execution and innovation as their primary challenge over the next five
years. Henning Kagermann, CEO of SAP, said, “We are entering the next wave of
computing where IT is aligned with business and used as a driver of competitive
advantage rather than simply a tool to drive down costs.”

Internal Creativity and Innovation

Survey respondents indicated that they also consider the creativity or innovation of
an organization to be an important driver of strategy execution, both today and in
10 years, according to the AMA/HRI Strategy Execution Survey 2006. On a 5-point
scale, internal creativity, or innovativeness, averaged 3.51 as a factor today and 4.06
as a factor in 10 years.

An environment that prizes the formulation of innovative ideas and uses a
“disciplined approach” for turning those ideas into action is the kind of culture that
improves the chances of strategy success, according to Patrick Kulesa (2005), global
research director for ISR. He notes, “Successful innovation companies excel at set-
ting the stage for generating new ideas and also have the business discipline and
processes necessary to take those new ideas to market.” ISR research found that suc-
cessful innovation firms are more likely than unsuccessful innovation firms to have
a culture in which work teams collaborate on ideas, easily exchange ideas and infor-
mation, use conflict constructively, have an entrepreneurial feel, and encourage trial
and error.

Alignment

“Alignment” can refer to the top-to-bottom cascading of goals within an organization,
the sharing of information among business units, and even the ability of a firm to rec-
ognize and capitalize on the nuances of the external business environment. Accenture’s
Executive Issues 2005 survey and report notes that an organization’s ability to align
three components of its foundation—market position, unique capabilities, and a high-
performance mindset—is what drives its “competitive essence.”

When the AMA/HRI Strategy Execution Survey 2006 asked about the extent to
which companies use and value specific alignment actions, it found that alignment
actions were among the most highly rated strategic actions of all. Actions rated
highest in the importance and value to organizations were aligning organizational
goals with strategy, aligning strategy with the corporate vision/mission statement,
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aligning the business units with strategy, and aligning business units’ goals with the
organization’s goals.

But the AMA/HRI survey also uncovered some serious gaps between how
important a strategic action is to the organization and the extent to which the firm
actually takes that action. Among the biggest gaps were in the areas of “utilizing suc-
cession planning to develop leaders who are good at strategy execution,” “eliminating
conflicting objectives in regard to meeting the strategy,” “translating organizational
goals into actionable deliverables,” and “aligning incentives, rewards, and recognition
to the strategy.”

Other research also questions whether organizational leaders are doing enough
to align employees with organizational goals. Results from a 2005 Towers Perrin survey
of more than 60,000 U.S. employees suggest there’s room for improvement. Only
about half (51%) of employees rated leaders favorably in communicating a clear vision
for long-term success (Towers Perrin 2005). The survey also found that employees
were critical of how well incentives were linked to organizational performance, with
only one-third (34%) rating the firm favorably.

Human resource professionals also play a key role in ensuring alignment. The
historical literature on strategic HR management supports the idea that HR must be
aligned with organizational strategy. This can occur either through “vertical alignment”
(associating HR practices with strategy) or through “horizontal alignment” (aligning
various HR functions to accomplish macro goals) (Allen and Wright 2006). Such HR
alignment can facilitate the hiring and management of talented people who are capa-
ble of accomplishing and willing to pursue stated organizational goals. Programs that
support these employee efforts include benefit plans, compensation and rewards,
training and development, work/life initiatives, communication vehicles, flexible work
arrangements, and more.

Culture

A culture that supports strategy execution exhibits clear and open communication,
respect for ideas, tolerance for failure, and an ability to engage employees’ passion
for the firm’s mission. While leaders play an important role in establishing such an
environment, a firm’s culture is created one person, one decision, and one action at
a time.

Let’s first take a look at the role of communication in creating a culture of
execution. In the Towers Perrin (2005) survey noted above, ratings among U.S.
employees for leaders’ ability to effectively communicate the reasons for important
business decisions were somewhat dismaying. Just 40% of employees rated leaders
favorably, 27% gave them mixed reviews, and one-third (33%) rated them unfavor-
ably. Understanding why a firm is taking a particular approach or strategy is critical
to employees’ buy-in and subsequent performance.

But even more disconcerting than an unclear decision is an environment of
indecision. A 2005 Wall Street Journal Online article suggests that most employees
would prefer a poor decision to no decision whatsoever. Although managers may
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struggle with or avoid decision making for any number of reasons, the result is still
the same—General Patton’s aptly named “ready-aim-aim-aim-aim syndrome”
(Sandberg 2005). Such a culture of over-preparation and under-delivery is not one
that models or facilitates execution.

One lingering cultural perception that needs to change is the opinion that
“smart people plan and grunts execute,” says Lawrence G. Hrebiniak, author of
Making Strategy Work: Leading Effective Execution and Change, in a 2005 interview
with Knowledge@Wharton. Mindsets that hold on to the premise that strategy making
is superior to strategy implementation are outdated and inaccurate. Hrebiniak posits
that strategy execution is more complicated today than ever before, as it involves
more people and takes more time. “Executive strategy requires ownership at all
levels,” says Hrebiniak, requiring concurrent consideration of planning and doing
(“Got a Good Strategy?” 2005). “The greater the overlap of doers and planners, the
greater [the] probability of success,” he says. Hrebiniak laments that business education
programs often cover how to plan but that lessons on how to execute—a “competitive
business advantage”—must typically be learned in the workforce.

Leadership

If learning how to execute is something leaders are expected to master on the job,
then failure to execute is an ever-present risk—and one that holds grim conse-
quences. In Leadership Excellence, Mike Murphy (2005), CEO of Leadership 1Q,
writes, “Lack of execution is much more damaging to a CEO’s career than lack of
vision.” Interviews with board members of 286 firms that had asked their CEOs to
leave revealed that common reasons for ousters included mismanaging change,
ignoring customers, tolerating low performers, denying reality, and having too
much talk and not enough action.

To determine exactly what leadership characteristics support execution,
American Management Association (AMA) and the Human Resource Institute
(HRI) undertook a comprehensive global leadership study in 2005 and found that
openness to change is considered to be the most important leadership characteristic
to support strategy execution. Other leadership characteristics that were viewed as
supporting strategy execution included interpersonal communications, support for
innovation, flexibility, and group communications (AMA/HRI 2005).

Certainly, core competencies are required by those entrusted to lead an organ-
ization, but strategic leadership requires additional development, according to
Godfrey Owen, deputy chief executive with Brathay, a UK people-development
consultancy (Pollitt 2005). Owen said that strategic leaders must be able to “read
the [external] environment, devise an appropriate strategy, and then put that strategy
into action”—a challenge that Owen says requires four key competencies: intellect
and competence, empathy, energy, and humility enough to know that the leader
doesn’t have all the answers.

Even the most experienced leader can sometimes find execution stymied by
conflicting pressures. According to Accenture executives Tim Breene and Paul F.
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Nunes (2005), leaders working on building higher-performing, competitive organi-
zations face a number of challenges that sometimes pull them in opposite direc-
tions. One such challenge is the necessity of balancing the pressure for immediate
results with the need to develop a strategy for the future business environment.
Another is providing clear corporate goals while staying alert to the possibility of
having to quickly alter strategic direction due to changing circumstances.

But leaders do not necessarily address such challenges single-handedly, nearly
always relying on team support for execution, according to PsyMax Solutions, a
human capital assessment firm. PsyMax studied the behavioral characteristics of
more than 240 executive officers and found that, while the work styles of C-level
executives were most often characterized by high creativity, innovativeness, and
risk-taking, they lagged behind their subordinates in organizational skills. Wayne
Nemeroff, CEO of PsyMax, said that these creative executives “probably need a lot
of support from others on their team to execute what needs to be done” and would
do well to surround themselves with managers that demonstrate essential organiza-
tional skills (“Creative CEOs,” 2006).

Management Practices

Communication. Managers must have excellent communication skills to
ensure strategy execution. The involvement of senior management in communicating
strategy is an especially important factor in employees’ understanding of organiza-
tional strategy and how their jobs contribute, according to Angela Sinickas, president
of international communication consultancy Sinickas Communications, Inc. Her
recent analysis of audits showed, however, that there is plenty of room for improve-
ment. On average, only 38% of responding employees categorized themselves as well
informed or very well informed about their firms’ organizational strategy, findings
that show little change since 2002 (Sinickas 2006). Also, 43% said they were well
informed or very well informed about how they could contribute to organizational
goals—another response showing little movement. In comparing firms at the high
end of communication scores with those at the low end, Sinickas discovered certain
practices that affected score variation. Those factors included frequent strategy expla-
nations from senior management, access to an intranet, frequent access to a printed
or electronic newsletter, frequent communication about company strategy from
supervisors, and access to staff meetings.

Decision Making. The ability to execute strategy is also affected by a firm’s
ability to make decisions—and make them quickly. Decision making—or the lack
of it—is a prime component of organizational success that affects a company’s
ability to take advantage of opportunities or respond to threats. In Harvard
Business Review, Paul Rogers and Marcia Blenko (2006, p. 54), partners in London’s
Bain & Company, noted, “A good decision executed quickly beats a brilliant
decision implemented slowly.” A Bain survey of 350 global firms found that the
best-performing organizations were noted for the “quality, speed and execution
of their decision making” (Rogers and Blenko 2006). But confusion about who is
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responsible for making a decision often impedes decision making. This confusion
seems to surface most often in four areas: global versus local decisions, headquarters
versus business unit decisions, one function versus another, and internal versus ext-
ernal partners’ decisions. Rogers and Blenko suggest that clear role definition can
help remove this barrier.

In addition, strategic decisions are affected by the tools used, the mindset of
the decision maker, and the risk/reward system in place—a trio that sometimes
produces “intelligent failure,” according to strategist Mark Chussil (2005), founder
and CEO of Advanced Competitive Strategies, Inc. On one hand, faulty assump-
tions, overconfidence, and reward systems that create conflicting motives between
the company and the decision maker can all contribute to producing a “chilling
effect” on decision making. On the other, leaders have found that boldness in deci-
sion making may be rewarded. Chussil writes, “They learn that thought without
action is not rewarded, whereas action without thought can be rewarded” (p. 30).
In other words, a quick decision, even a poor one, can sometimes be rewarded, at
least in the short term.

Strategic Planning. One of the most basic management decisions affecting
strategy execution is how and when to review strategic plans. Strategic plans are
often tackled annually, and typically at the business unit level—two reasons why
they may fail, note Michael C. Mankins and Richard Steele (2006), partners at con-
sulting firm Marakon Associates. Executive decision making, however, occurs
throughout the year, and such decisions are not bound by the business structure.
When important decisions present themselves, such as an acquisition opportunity
or a new product launch, it is likely to be outside the normal planning cycle. This
results in decisions being made without the benefit of well-thought-out analysis.
Mankins and Steele write that “this disconnect—between the way planning works
and the way decision making happens—explains the frustration, if not outright
antipathy, most executives feel toward strategic planning” (p. 78).

According to results of a 2005 survey conducted by Marakon Associates in
collaboration with the Economist Intelligence Unit, firms that continuously review
their strategic plans and focus on issues rather than business units make more
major strategic decisions per year than those who review such plans annually and
focus on business units. Executives at 156 large firms worldwide were surveyed
about their planning and decision-making processes. Survey results showed that
firms that “follow an annual planning calendar devote less than nine weeks per year
to strategy development” (Mankins and Steele 2006). It also found that firms that
continuously review their strategic plans, engage in regular strategy discussions and
focus on issues make more than twice the number of major strategic decisions per
year than those that review such plans annually and focus on business units
(Hymowitz 2006).

Quickly moving from strategic planning/decision making to action seems to
be an organizational advantage. A study using Booz Allen Hamilton’s “Org DNA
Profiler” found that the ability to adapt and execute was linked to better-than-average
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profitability. More than 30,000 individuals from 100 countries responded to the
online survey, conducted over a two-year span from December 2003 to November
2005. Nearly half (49%) of those with better-than-average profitability agreed that
“important strategic and operational decisions are quickly translated into action.”
Just 11% of those with less-than-average profitability agreed with the statement
(Aguirre 2005).

Barriers to Strategy Execution
Developing a sound strategy is only half the battle; the more difficult task is con-
fronting the obstacles that prevent leaders from executing their strategies. There are
a multitude of reasons proffered to explain why planning and execution sometimes
fail to deliver expected performance. A survey by Marakon Associates suggests that
organizations realize only 63% of the financial performance they expect from their
strategic plans (Mankins and Steele 2005). Nearly 200 firms around the world with
sales of more than $500 million participated in the fall 2004 survey. Among the top
factors linked to unrealized performance were insufficient resources, poorly com-
municated strategy, vaguely defined execution actions, and unclear accountabilities.
The AMA/HRI Strategy Execution Survey 2006 and HRI research found that,
as in the Marakon Associates survey, a lack of adequate resources was viewed as the
primary barrier today. Other top barriers include government regulations, lack of
follow-through, inadequate communication/feedback, and competitive pressures.
In the future, the largest barrier is expected to be unfavorable economic conditions.
The table below reflects these responses and shows the extent to which respondents
believe that the following factors hinder their organizations’ ability to execute
strategic plans today and the extent to which they believe these factors will hinder
them in 10 years, rated on a 5-point scale, where 1 = very little and 5 = very much.

Top Ten Factors Hindering Strategic Execution
Today and in Ten Years

In 10
Factors Today  Years
Lack of adequate resources 3.18 3.00
Government regulations 3.09 3.17
Lack of follow-through 3.08 2.85
Competitive pressures 3.06 3.24
Inadequate communication and feedback 3.06 2.88
Lack of performance-management links to outcomes 3.03 2.75
Culture not ready for change 3.02 2.74
Economic conditions are not favorable 3.01 3.33
Confusion over goals or expectations 2.99 2.78
Conflicting accountabilities 2.98 2.86

13



THE KEYS TO STRATEGY EXECUTION »

Some experts point to the Sarbanes-Oxley Act (SOX) and
the USA Patriot Act as examples of legislation that impede
organizational actions.

The HRI literature review also turned up a number of barriers to strategy exe-
cution, both internal and external. A 2005 eePulse study of firms that were using
new tactics to pursue new strategies found that external factors tended to be most
problematic for strategy execution. Survey participants in this study, who tended to
be executives from companies around the world, mentioned such factors as govern-
ment regulations, board interference, customers that no longer fit, and difficulty in
striking business deals or alliances with the right partners as deterrents to strategy
execution (Welbourne 2005).

But internal barriers shouldn’t be underrated. Internal organizational fac-
tors such as a firm’s lack of clarity about its strategic direction, goals, or account-
ability are often the culprit behind the inability to execute strategies. What some
firms believe are “strategies” may be mission statements or financial projections
that do little to provide direction, according to Alan Brache, executive director of
business solutions for Kepner-Tregoe (*“Is Your Strategy,” 2006). Too often, strate-
gies use inaccurate assumptions, fail to generate the support of key stakeholders,
are not kept current, or are ineffectively communicated. When launching new ini-
tiatives, such as entering a new market, introducing a new product, or relocating
operations, it is particularly important to have a clear strategy. Otherwise, the
success of the project may be affected by too few resources, too many competing
projects, or failure to meet budgetary or scheduling goals. According to Brache,
“Companies must close the gaps in project management by implementing a real
strategic plan that sets forth products and services to be offered, markets and cus-
tomers to be served, investments to be made, an analysis of the competition, and
financial and nonfinancial measures that will tell leaders when they are on the
right path” (p. 66).

Right Management Consultants (McKnight, 2005) point to a number of situ-
ations that have the potential to block execution:

m Insufficient coordination among top managers or among different
departments

m Failure to engage employees in the strategy: sometimes they just don’t
understand it, don’t connect with it, don’t share executives’ sense of urgency
or excitement, or simply don’t believe they can make a difference

= Unwillingness among line managers to implement the changes needed
m Absence of the right metrics for the right things
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Another reason strategies fail is that rewards aren't effectively linked to them.
A 2005 Mercer Human Resource Consulting survey of 367 firms in 19 countries
found that 43% of European firms said their total rewards strategy was not linked
to their business strategy (Mercer Human Resource Consulting 2005). Survey par-
ticipants indicated that the most prevalent reasons for the disconnect were inade-
quate differentiation in total rewards between the best performers and mediocre
ones and a weak link between employee objectives and the overall business strategy.
Other problems noted were ineffective communication with the workforce and sen-
ior management’s lack of involvement with the rewards strategy.

Following is a broader look at the barriers to executing strategy. This includes
the factors highlighted in the AMA/HRI survey as well as those discovered through
the literature review process.

Lack of Adequate Resources

Not having enough resources surfaced as the top factor hindering an organization’s
ability to execute its strategic plans today, according to the AMA/HRI Strategy
Execution Survey 2006. Too often, it seems, top managers’ strategic ambitions outstrip
the resources they’re willing or able to allocate in order to attain their goals.

In addition to the problem of having too few resources, the way in which lim-
ited resources are allocated can be another factor affecting the ability to execute
strategy. How an organization allocates its resources can affect the execution of its
strategy in ways the firm hadn’t intended (Lagace 2006). For example, allocating
too many resources to a single research project may inadvertently commit the
organization to whatever innovations stem from this research, even if those innova-
tions don'’t align well with the company’s stated mission or its other strategic goals.
In effect, the allocation of resources to an idea can drive organizational strategy.

Government Regulations

Respondents to the AMA/HRI Strategy Execution Survey 2006 See government regu-
lations as a major barrier to the execution of organizational strategy, second only to
a scarcity of resources. Moreover, respondents expect government regulations to
remain one of the top barriers 10 years into the future.

Some experts point to the Sarbanes-Oxley Act (SOX) and the USA Patriot Act
as examples of legislation that impede organizational actions. Boards are becoming
more diligent about insisting on understanding regulators’ expectations and the
potential liability attached to decisions. According to Thomas P. Vartanian, a law
firm partner, directors must “oversee, question and challenge the material issues the
company confronts” and are increasingly likely to seek independent advice for reas-
surance (Vartanian 2006). But many directors feel that SOX discourages the risk
that drives corporate growth. According to the 32nd Annual Board of Directors
Study released in February 2006 by Korn/Ferry International, more than half (58%)
of board directors say the SOX requirements should be dropped or amended
because they force stagnation by making companies overly cautious.
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Competitive Pressures and Changing Conditions

Pressures related to competition and the economy present organizations with chal-
lenges that sometimes stymie their ability to execute their strategic plans today, and
those challenges are expected to become even more difficult in 10 years, according
to the AMA/HRI Strategy Execution Survey 2006. The prevalence of unfavorable
economic conditions is expected to become the top barrier to execution in 10 years,
and competitive pressure is predicted to climb in importance too, earning it a posi-
tion as the number-two future barrier to execution.

These factors are complicated by the fact that they’re part of the fast-changing
business environment. Change influences the ability to execute strategy—sometimes
because rapidly changing competitive conditions require a change in strategy,
sometimes because strategies fail to change in light of shifting conditions and
sometimes because strategies inadvertently drift off course. For example, the long-
term strategic plan of Company A can be thrown off course by a new competitor,
Company B, with an industry-changing product. This can make Company A's exe-
cution of its original strategy difficult as Company B cuts into projected margins.
Or, a competitor can respond to a new strategy in an unexpected way (perhaps by
dramatically cutting its prices), making it difficult for a company to afford to exe-
cute its original strategy. These are just a few of the ways that competition can hin-
der strategy execution.

The Role of Corporate Structures. A changing economy and competitive
landscape can also influence corporate structures, which, in turn, affect organiza-
tions’ abilities to align their structures with their strategies. In a 2006 Harvard
Business Review article, Balanced Scorecard experts Robert S. Kaplan and David P.
Norton examined how corporate structures have changed over the decades—from
centralized to decentralized to matrix to process-centered to “networked.” A firm’s
intangible assets, such as knowledge workers and research and development, are
playing an increasing role in corporate success, and globalization has dispersed
those assets worldwide (Kaplan and Norton 2006). Competitive advantage occurs
when organizations can align both physical and intellectual resources, internally
and externally, around the world.

Sometimes alignment is hindered by the fact that it’s hard to adjust existing
programs and policies to new strategic initiatives. The structure of benefits and
compensation plans, for example, is not easy to change rapidly. Lynda Gratton,
London Business School professor and one of the authors of Strategic Human
Resource Management, said, “It’s very difficult to align HR strategy to business
strategy, because business strategy changes very fast, and it's hard to fiddle around
with a compensation strategy or benefits to keep up” (Hammonds 2005). But,
Gratton warns, this disconnect between HR strategy and corporate strategy is
sometimes caused by HR practitioners with “no point of view about the future
and how organizations are going to change.”

Change Resisters and Other Factors. In an article on Knowledge@Wharton,
several concepts that tend to block strategy execution were examined. One common
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The financial due diligence seemed favorable in all three cases, but a close examina-
tion of cultural issues indicated the third company would have been a poor match
for CustFo.

It should be noted that although CustFo decided to acquire skills and capabili-
ties through the acquisition process, it might easily have turned to other methods of
gaining the needed competencies. By making mergers and acquisitions a part of the
following strategy execution process, the AMA/HRI team is putting a strong empha-
sis on the alignment aspect of strategy execution. Specifically, our emphasis is on the
acquisition of capabilities and how to align those capabilities rather than on the
M&A process. We should note, however, that alignment is usually a major challenge

when executing any major strategy—whether or not a merger or an addition of
capabilities is involved. That’s because new strategies tend to change the status quo
of existing work processes, reporting relationships, and cultural attitudes.

Aligning Values and Leadership

CustFo executives required the newly added executives of the two small companies
to attend the TSEC beliefs and values training sessions. The idea was to ensure that
these new leaders understood the supreme importance that TSEC attached to its

THE ROLE OF MISSIONS, VALUES,
AND ENGAGEMENT

According to the AMA/HRI survey results,
““aligning strategy with the corporate
vision/mission statement™ is among the top
five most important ways that a company
can implement its strategy.

The survey also found the most widely
used method of influencing corporate
culture in the execution process is
“leveraging existing values and beliefs.”
The method that was ranked as the most
important, however, was “ensuring
employees at all levels feel engaged in
and motivated by the execution process.”

The data suggests that organizations
need to work harder on trying to engage
employees in the process of executing
strategies.

values and its sense of mission. Only after receiv-
ing this training would they become full partners
in planning the integration of the company.

TSEC has a defined mission statement and
a clear vision of what it wants to achieve. It also
has a set of core beliefs (that is, basic assump-
tions about how the organization works) as well
as a set of key values. All of these play a role in
how the organization executes its strategies.

Among its core beliefs are that “people’s
capabilities are the center of who we are and what
we do” and “everything you do affects everyone
else” The latter emphasizes that the organization
is an interdependent whole.

Among its core values are:

m Do it right the first time.
m Openness and honesty are essential.
m The right tools are critical to every job.

The behavior of executives must be consis-
tent with the philosophy of the company. TSEC’s

executives have been taught that employees follow the example set by leaders. They’ve
also been taught that no matter how brilliant the strategy, if the executives do not
behave consistently with organizational values, then other employees will never be
aligned with the strategy and the company will never be able to execute strategy well.
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So, one principle that is clear for TSEC’s executives is that strategy execution and
alignment start at the top.

Clarity, Goal Setting, and Communication
The AMA/HRI survey indicates that “creating a clear strategy” is viewed as the sin-
gle most important action that companies can take as they implement a new plan.
It is followed by “defining clear goals to support strategy,” further indicating that
organizations put a premium on clarity when it comes to strategy execution. The sur-
vey also found that “having a clear focus on implementing/exe-
cuting strategy” is of major importance.

As CustFo develops its two-pronged strategy that CLARITY ABOVE ALL ELSE
involves the mixing of corporate cultures, it knows that many
employees might feel the strategy is unclear or even confused.

“Creating a clear strategy” is
the first and most important

Therefore, the organization lays out the strategy as clearly as step an organization can take
possible, and it puts a premium on communication efforts, toward successful execution,
using a wide variety of communication tools and media to get according to the AMA/HRI

its message across. This is an ongoing endeavor. Much of the survey. This suggests that one

L. . . . . reason companies don’t
communication, as described in the sections below, occurs in )
execute well is that the new

the “implementation sessions.” Communication is viewed as a strategies are not well
two-way process. CustFo executives know they need input understood.

from other organizational levels to make the execution process
a success.

CustFo executives also know that a key component of clarity and communica-
tion is making sure that support from top leaders for the strategy is highly visible.
Leaders must consider—and indeed must demonstrate—that the execution of
strategy is a top priority. CustFo’s executive team also works to create a compelling
narrative to explain to all organizational members just why the strategic initiative is
so critical.

Developing and Using the Right Metrics
TSEC uses sophisticated dashboards to measure and guide its strategy execution.
These dashboards are integrated into an enterprise-wide IT system. TSEC execu-
tives use these dashboards to gauge the alignment between strategy and processes,
sometimes on a just-in-time basis. They can look, for example, at defect rates in a
new manufacturing process or at how well a new product is selling in a specific
market segment. What executives and other managers have not traditionally been
able to see very well is the alignment between strategy, processes, and employees.
To solve this problem, TSEC has asked HR to help build a tool that helps
measure “people alignment.” The resulting model and measurement tool—which
remains a work in progress—identifies the strategy and links it to customer focus,
leadership behavior, structure and processes, employee behavior, and organizational
culture. Using this framework, the managers can more easily define, spot, and
address human capital problems in the alignment process.
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Managing Alignment Within a Systems Framework

At all of its divisions, TSEC’s leaders look at the organization from a systems frame-
work. The framework is broad enough to incorporate strategy maps (which include
the Balanced Scorecard perspectives of financial, customer, internal process, and
individual learning), a Six Sigma approach to continuous improvement, and
TSEC’s many performance-outcome measures. This enables managers to draw on
the different perspectives that various frameworks provide without having to
choose which provides the best information. All the data is brought together con-
ceptually within their systems framework. This helps leaders to think through the
potential organization-wide impact of implementing specific interventions and

operational-level tactics.

THE CRITICAL NATURE OF ALIGNMENT

The AMA/HRI Strategy Execution
Survey 2006 indicates that alignment is
extremely important in executing
strategy. ““Aligning organizational goals
with strategy” was ranked third out of
57 strategic actions in terms of its
perceived importance, just behind
number-one-ranked “creating a clear
strategy”” and number-two-ranked
“defining clear goals to support
strategy.” What’s more, of the 12 most
important strategic actions, a third of
them deal with alignment.

All TSEC executives understand the need to
manage alignment, and they also recognize this as
a difficult, continuous task. By viewing the organi-
zation as a system, they can see that alignment is
continually shifting. Alignment is, after all, driven
by a wide range of variables, from shifts in the
marketplace to changing skill and knowledge levels
among employees.

TSEC’s CEO compares managing alignment
and, therefore, strategy execution to the process
of sailing: “Things change. The pilot needs to be
able to judge whether the wind is just fluctuating
or really shifting directions. If the wind is just
fluctuating, then a slight adjustment of the sails
is sufficient, but if the wind truly shifts—as in a
paradigm shift—then the entire boat needs to be

placed on a different tack. For each shift in the wind, a different set of actions is
required to realign the sailboat. In the business world, this means changing
strategy execution processes to accommodate changes. Concurrently, the pilot is
always sailing toward a destination, taking advantage of the shifting winds, but

maintaining a course.

“At TSEC, the strategic goals are the destinations, the internal organizational
dynamics as well as external changes are the winds, the execution plan is the chart,
and the alignment measures are how we stay on course: constantly checking the
compass, keeping the sails trimmed correctly, and making sure the right crew is
on deck. In any alignment process, it’s important to have an excellent crew that
knows how to maintain the course even while they keep a weather eye for problems.
The vessel, pilot, and crew are all part of a larger system that continuously adapts

to change.”

In the case of CustFo’s new two-pronged strategic initiative, leaders knew that
it was going to be a challenge to create a single system that achieved both objectives.
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That is, “charting the course” in terms of execution was going to be a major chal-
lenge. But, once CustFo had added the strategic capabilities and competencies via
the acquisition process, it was ready for the next step.

Executing a Difficult Strategy

One of CustFos first steps was to administer its Strategic Alignment Questionnaire
to gauge how well people understood the new strategy and how prepared they were
to implement it. The results were used to create a strategy execution plan for CustFo
and guide the implementation process.

To capture what it called the “solutions business,” CustFo had to do more than
just leverage its existing customer relationships. It had to learn to be more aggressive
and innovative without sacrificing its traditional focus on consistency, efficiency, and
effectiveness. The new executives from the acquired firms had built strategies that
required innovation to compete with the well-established firms. In many ways, CustFo
and the companies it acquired were in very different businesses, although they were in
the same industry.

The Potential for Culture Clashes

The executives and employees of the new acquisitions had competencies and cultures
that were typical for smaller, more agile companies. Their strategy was to innovate,
find what the customer wanted, and then create a way to deliver what was needed.
Experimentation was key to their success. And, of course, their willingness to try
new approaches and take risks meant that they were less consistent in following
procedures and processes. Sometimes their experiments failed and everyone had to
scramble to quickly save or replace the product, driving costs higher and losing
time. But the failures were more than offset by the successes.

In contrast, CustFo’s managers and employees were very consistent in their
behavior. Following procedures and processes in CustFo was, to a large degree, the
secret to the success of the organization. For many, this kind of consistency felt as
if it were a major strategy in itself. Employees were proud of their ability to execute
precisely, rapidly, and quickly. They had years of experience in improving their
processes, cutting costs, and passing on the savings to customers. They approached
most of their business problems from a deliberate, analytical perspective that mini-
mized mistakes, and saved time and resources.

These differences in strategic awareness and behavior were underscored by
differences in the core strategic values of creativity and growth. CustFo’s managers
and employees were very oriented to incremental improvement, while the new
companies’ managers and employees were most interested in finding new and dif-
ferent ways to do business. Additionally, the new employees felt that their strategy
called for a balance between maximizing profits and gaining market share, while
CustFo’s employees were clearly focused on maximizing profits even while main-
taining quality.
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...alignment is key to strategy implementation. Yet, organizations often
lack the clear, coordinated plans that support alignment.

The strategy awareness section of the Strategic Alignment Questionnaire clearly
signaled these differences. Management realized the potential for “culture clash.”
The executive team knew it needed to find a way to build on CustFo’s strong
emphasis on consistency even while improving its capacity to provide customized
services to customers.

Choosing an Integrative Approach

In essence, the new CustFo strategy boiled down to adding the organizational capa-
bility of providing high value-added consultative services even while maintaining
the ability to provide standard, high-quality products at a good price. Typically,
companies behave in three ways in this situation: (1) make the acquired competen-
cies and knowledge sets into a replica of the acquirer, (2) cut and paste the acquired
competencies into different parts of the acquiring company, and (3) blend the com-
petencies and knowledge sets together in ways designed to best serve the market
and customers.

The executive team debated whether to essentially create two separate organi-
zations to manage the different strategic objectives and the ensuing differences in
operating dynamics. The separate structure option is the typical choice in this situa-
tion and was compelling for the executive team. The separate structure option would
enable the company to take advantage of common, centralized services, such as the
administrative aspect of HR, basic accounting, and some production and services.

Ultimately, though, the choice is driven by many factors. CustFo’s decision
was influenced by the long-term viewpoint and support of TSEC, a clear under-
standing of the market forces driving severe price competition, and rapidly chang-
ing technologies. The executive team decided that the cost savings associated with
maintaining separate organizations were not as great as in a more integrated model.
Equally important, the new executive team felt that many of the key synergies that
they hoped for would not be realized if they kept the structures separate. A big part
of their decision came down to one of their primary corporate values: “Do it right
the first time.” The executive team felt that doing it the “right way” would pay divi-
dends over the long run. Based on these values and market realities, CustFo chose
to pursue blending. The executives realized they would need to carefully integrate
their two strategic approaches.

The strategy execution profile and the results of the Strategic Alignment
Questionnaire gave the executive team a thorough understanding of the strengths
and weaknesses of CustFo and its acquired companies. The process of deciding
where, how, and to what degree to blend the strategic strengths and competencies
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forced the executives to redesign many of their processes and operations. The rede-
sign was viewed through the lens of strategic purpose—what was the role of each
unit in supporting the overall strategy?

Designing a Way Forward

The executive team decided that CustFo’s effective and efficient processes should serve
as a low-cost backbone to customer service. CustFo’s traditional strength was in serv-
ing existing customers and retaining them with an efficient and effective supply of
products. The acquired organizations had been chosen because they had strengths in
discovering and providing additional value-added services or products. Staff mem-
bers from the acquired organizations would use the backbone as a starting point for
providing more innovative, customized products and services to customers.

Although this basic architecture was consistent with the strategy, the executive
team understood that the strategy could easily fail if employees and their work
processes were not aligned. After all, data from the Strategic Alignment Questionnaire
showed that those staff members who were new to CustFo had an emphasis on
deeply understanding the customer. They were used to customer service processes
that were flexible, enabling them to experiment with new ideas with the customer.

In contrast, the CustFo employees valued retaining existing customers and believed
in quickly reacting to customer needs with high-quality but more traditional, ready-
made solutions.

The executives saw the obvious—they could not reassign the new staff members
to work with CustFo customers that just wanted low cost and quality. The new staff
would soon become bored and lose some of their impact. It was equally obvious that
most of CustFo’s pre-acquisition employees could not work well with the customers
who needed customized products and services. CustFo needed a way to bridge the
gap between the two mindsets if the strategy execution were to succeed. The basic
questions that needed to be resolved were clear:

m Exactly how did the mindsets of the two employee groups differ, and what
type of management approach would support each of those mindsets?

m Which kind of work processes best supported each mindset?
= Which organizational values best supported each mindset?

The executive team recognized that they couldn’t answer these questions by
themselves. Although they had framed the strategic issues and identified key
execution issues, they would need to tap into the knowledge of other people in
the organization if the process were to succeed.

Engaging People in the Alignment Process

As noted before, alignment is key to strategy implementation. Yet, organizations
often lack the clear, coordinated plans that support alignment. In fact, the AMA/HRI
survey showed that “providing clear, coordinated plans” is among the top areas
where there are large gaps between the extent to which companies take an action
and the perceived value of that action. In this case, respondents place more value
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on having clear, coordinated plans than their organizations do on actually creating
those plans.

CustFo leaders wanted the organization to have a coordinated plan but knew
this was no easy task. They had framed the strategic issues, identified the execution
issues, and were ready to begin a “cascading” design and implementation process.
Cascading processes typically flow downward from the executive team to the man-
agers and employees, carrying strategic information. Then they flow upward again,
from the managers and employees to the executive team, carrying identified changes
that need to be made in order to successfully implement the strategy. Implementa-
tion teams are assigned to manage the specific changes authorized by the executive
team.

This process had two major objectives: first, enable everyone in the blended
company to engage in discussion about the new strategy; second, enable the man-
agers, supervisors, and employees to participate in designing the best way to execute
and implement the strategy in their own areas. Via this process, leadership wanted
to achieve the following:

1. Increase understanding of the strategy, making it clearer.

. Define the goals in support of the strategy.

. Define accountability for meeting goals.

. Increase feelings of engagement in how to execute the strategy.
. Reduce fear of imagined and real changes.

. Improve the speed of implementation.

. Build trust and develop new teams.

. Provide greater attention to the implementation of details that
cannot be done at the executive level.

0 N N U s W

The CustFo executive team understood, however, that the advantages of a cas-
cading, inclusive process comes at a high price. First, the cost of involvement can be
high, with managers and employees pulled from daily activities and assigned addi-
tional duties necessary to support the strategy. Second, the process can delay returns
on investment that the acquisition is expected to yield. Third, most of the company’s
attention can turn inward to design and implement the strategy, leaving the organi-
zation vulnerable to competitors. (A recent example of this in the software industry
was SAP’s market share gains as Oracle worked to integrate PeopleSoft.)

In the end, though, the new CustFo executive team decided that the gains
outweighed the cost because the strategy was designed to leverage the combined
strengths of the new company, not simply to gain market share. The corporate level
supported the process because leadership believed that the process met their value
of “doing it right the first time.”

Developing and Refining Implementation Plans
The next step required coordination among senior managers and other organiz-
ational members. The CustFo executive team participated in the cascading process
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in two major ways. First, vice presidents of the functions attended and

participated in what they called “implementation sessions,” which were meetings
with midlevel managers, supervisors, and other important knowledge experts (e.g.,
employees who were most knowledgeable about the job). Second, feedback from
each session and the suggested implementation steps were always reviewed by the
executive team. In this way, CustFo’s executives ensured that the entire effort was a
double-looped (Argyris) information-and-knowledge-exchange process. The execu-
tives could help manage resource allocation and prioritize changes from their unique
perspective of viewing the entire organization.

The process was consistent throughout all the company’s functions but was
exemplified in marketing and sales. In those functions, the implementation sessions
began with a review of the new strategy and a set of exercises that were designed to
help participants understand the marketplace logic of the strategy. Once the logic was
clear, session participants used the data from the Strategic Alignment Questionnaire
and other tools to understand how the different employee groups viewed their jobs,
customers, and the larger organizational culture.

Participants were briefed on the key issues and then began to review and use
the alignment data pertinent to their department. The foundation of the session
was the logic of system interconnectivity, the basic TSEC belief that “everything you
do affects everyone else.”

The participants’ assignment was to develop and refine implementation plans
that fulfilled the strategic requirements of blending the newly acquired staff mem-
bers into the CustFo culture without losing the strengths of either CustFo or the
newly acquired organizations. It was the responsibility of participants to answer the
critical question of how to “bridge” the cultures of these different groups. The
CustFo executive team understood that enabling this group to design the bridging
mechanisms was the right thing to do. After all, it was this group that had the
responsibility for managing the details of the strategy execution and had the closest
contact with employees and customers. It therefore had the greatest motivation to
design and implement the process that would best work.

The Bridging Question

The sales group’s design and implementation plan provides an excellent example of
how strategy execution can use a combination of alignment data and the know-
how of those responsible for the day-to-day execution of strategy. The sales group’s
answers to the bridging question hinged on understanding why the behaviors were
so different in each company. The managers and supervisors prioritized the top six
drivers of employee behavior by using the alignment assessment model and data, as
can be seen in the following table.
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Top Six Drivers of Employee Behavior

Rank of  Pre-Acquisition
Drivers  CustFo Staff New Staff
1 Customer focus—keeping Structure and process—
existing customers flexible processes
2 Structure and process— Organizational culture
stable processes mindset—need to keep evolving
how the company works
3 Leadership approach— Leadership approach—
rewards focused on volume managers and supervisors
with broad range of skills
4 Leadership mindset— Organizational culture—
limited scope of responsibility very strong, highly intertwined
informal networks
5 Structure and processes— Structure and processes—
measures of success focused strong emphasis on internal
on efficiency customer satisfaction (passing
along completed, well-done work
to the next person in the process)
6 Structure and process Leadership mindset—
mindset—focused on getting broad scope of responsibility
the job done without partners for everyone
(no one outside CustFo)

The question for the group was, “Given these differences in perspective and predis-
position, how do we bridge these two cultures?” The group knew that they had to
build on the “lean backbone” concept developed by the executives, but they had to
figure out how.

Finding the Answers
To make the blending work, the managers and supervisors worked on finding the
best way to design and manage the intersections between the standardized back-
bone processes and the more flexible processes intended to meet customers’ special
needs. These intersections could easily fail due to the differences in employee mind-
sets, experience, and capabilities. For example, the session members were concerned
about how to handle a customer that wanted both CustFo’s low-price products and
its higher-end, innovative services. Having two different teams service the account
seemed redundant and potentially confusing to the customer. But would a blended
team of salespeople and customer service people really work?

The managers and supervisors labeled the intersection points “pressure
points.” The pressure points were the most likely locations in the processes where
conflict would occur. Based on the alignment data, they knew, for example, that
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determining which customers would receive priority treatment would be difficult.
The newly acquired staff would tend to give priority to new customers, whereas
seasoned CustFo staff would tend to favor existing customers. Seasoned managers
would prefer to retain tight control of the account, from sales interactions to service
delivery. Newly acquired managers would, on the other hand, tend to let the service-
delivery employees make modifications to their service as they delivered it. If such
conflicts were allowed to fester, the “blending” strategy would fail.

To manage these pressure points, the implementation team developed four
ways to relieve the pressure:

m Identify where flexible processes meet more stable processes and then carefully
design interface options and procedures. For example, managers developed
checklists that helped employees identify whether an old or new customer
was “sending clues” about needed customized services. In addition,
background sheets for all existing customers were developed so that
employees could quickly understand each customer’s major issues and
history to better determine what services would best fit them.

m Make sure all decisions about serving customers are made within the
framework of the strategy. Customers that were likely candidates for buying
both low-cost products and custom-designed products, for example, were
assigned to blended teams. The blended teams managed the delivery of both
types of products, sharing knowledge ranging from customer reactions to
delivered products or services to casual observations about customer
behavior that might indicate further needs.

B Have managers and supervisors who are trained and skilled in managing both
flexible and stable processes manage the pressure points. Regular meetings were
held that included an “old” manager, experienced in fast and efficient
approaches, and a “new” manager, experienced in creating solutions for
customers. Employees and managers reviewed customers’ requests, discussed
what services were best for the customers, and examined the customers’
histories, competitors, and market dynamics to determine likely future
needs. The result was not only a clearer understanding of what services were
appropriate, but also a clarification of which strategy CustFo was pursuing
with each customer.

m Train all employees who have interaction at the pressure point in the differences
in values, perspectives, and behaviors between the different employee groups.

Each of these four interventions was designed to anticipate and resolve the
cultural clash problems inherent in a blended strategy.

Managing Performance

The implementation team—in coordination with the executive team—also looked
at programs capable of reinforcing the new strategy execution plan. These were
divided into three main groups:
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B Training and development—The team

specified the content to be included in training
sessions for those working at the pressure
points. Training sessions include learning
practical decision-making skills and metrics,
as well as key corporate values and beliefs.
Much of the training is based on role-playing
exercises and realistic scenarios. Participants
must be able to explain how a decision they
made supported the company’s strategy.
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SPEED AND AGILITY MAKE
A DIFFERENCE

The AMA/HRI Strategy Execution
Survey 2006 looked at the differences
between higher-performing and
lower-performing companies in term
of the extent to which they take
certain actions in order to implement
strategies. An analysis found the
single biggest gap between higher
performers and lower performers

CustFo also decided on a cross-training
program so that newer and more seasoned
employees could learn one another’s skill sets
over time.

was in the area of “demonstrating
the ability to quickly and effectively
execute when new strategic
opportunities arise.” Another major
area of advantage for higher-
performing firms is in the area of
“having an adaptive organizational
infrastructure.”

m Performance management—CustFo made
sure that its performance-management system
was modified to accommodate the new
strategy. New goals were established at various
levels: organizational, functional, team, and
individual. Many performance evaluations were expanded to include a new
range of customer-focused competencies, and individual development plans
emphasized CustFo’s new strategic needs. Business and HR metrics were also
revised to accommodate the new strategic focus of the organization.

m Compensation and rewards—CustFo adopted a new reward system that
flexed to support staff members who were working with customized-service
customers, as well as those working with more traditional CustFo customers.
The team decided that modifications to the reward system would be made
as the organization gained experience and data that would indicate needed
refinements.

Creating an Ongoing Process
The executive team’s major task was to ensure that all the functional and unit strat-
egy execution efforts were integrated and that the effort was reasonably paced. All
strategy execution plans were prioritized based on strategic objectives so that units
and functions that had the most interaction with customers were given a higher
priority than other units. However, the executive team’s belief was that the company
was really one integrated process designed to provide products and services to cus-
tomers. Consequently, although resources were first committed to those units and
functions with direct customer interaction, all units were included in the process.
CustFo executives knew that strategy execution needs to be an ongoing
process, one that’s regularly evaluated and adjusted accordingly. Toward this end,
they’ve worked to create an adaptable organization that can quickly and effectively
adjust to changes and take advantage of new strategic opportunities.
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The Execution of Strategy
in the Future

The AMA/HRI project team arrived at five broad
assumptions about the future. These assumptions
contain factors that are likely to influence the

execution of strategy in the future. The team used
these assumptions when considering how strategy

execution might evolve over the next decade or more.
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Future Assumptions

Understanding Globalization

Globalization will make the execution of strategy more complex even as it provides
organizations with dazzling new opportunities. The complexity will stem from the
fact that large-scale strategic plans must be implemented across multiple time
zones, locations, languages, cultures, business practices, customs, and legal/regulatory
environments. At the same time, globalization allows organizations many more
choices about how and where to execute strategies. Companies can, for example,
increasingly delve into new global markets, take advantage of labor cost differen-
tials, establish new supply chains and global partnerships, and tap into pools of
global talent.

Successfully executing strategies that rely on globalization processes will tend
to require experience. Research on global retailers, for example, indicates that
implementing successful global strategies depends on an organization’s ability and
willingness to learn. Fadi Farra, a principal at consultancy firm A. T. Kearney, and
Prof. David Bell (2006) of the Harvard Business School, recommend, “First, enter a
country a few years before you wish to rely on sales growth from it...Second, be
prepared to experiment with the format, which means giving local managers sub-
stantial authority.” For many organizations, long-term success will require patience
and humility as they learn to deal with global complexities.

Mastering New Organizational Structures
Changes in organizational structures will also have an important impact on the
execution of strategy. To manage at a global level, of course, many organizations
rely on global supply chains, strategic alliances, contractors, and vendors. In this
environment, execution will require excellent information and logistics coordina-
tion (Martin 2006). Interorganizational structures may well become more formal-
ized, but the boundaries of organizations may become “fuzzier” and more
ambiguous. Organizations must ensure that their partners are fully capable of exe-
cuting well on their behalf. Companies could, however, face various risks if they go
too far in opening up the boundaries of their enterprises via these strategies.
Organizational structures will also shift to accommodate a workforce that is
increasingly made up of knowledge workers who are organized into real and virtual
teams. More plans will be executed via networks of knowledgeable collaborators who
are largely self-managed. McKinsey consultants Lowell Bryan and Claudia Joyce (2005)
argue in favor of streamlining line-management structures, “dynamically managing”
small groups of focused professionals, and developing “organizational overlays” such
as networks and knowledge marketplaces that “make it easier for [professionals] to
exchange knowledge, to find and collaborate with other professionals, and to develop
communities that create intangible assets.” In order to execute well, organizations will
need to master these evolving organizational structures.
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The future will bring about a more diverse workforce not only in terms
of ethnicity, age, gender, and nationality, but also in terms of employer
relationships. That is, there will be more free agents, contractors,
vendors, part-timers, and working retirees.

Perfecting Human Capital Management
Execution will depend on excellent practices in the areas of talent and human capi-
tal management. It’s already true, of course, that execution requires companies to
align their workforces with strategic goals. Employees must have the right skills, the
right understanding of strategic goals, and the motivation to attain such goals. As
the complexity of executing strategy increases and the time to implementation
decreases, there will be an even greater focus on these areas.

It will be necessary to determine not only the best design of formal processes
(e.g., processes for measuring strategy execution, compensation programs, and per-
formance-management systems) but also those elements that gain the trust of the
employees and boost their levels of engagement. Employees must feel they can con-
fidently and proudly pursue the strategies the company has chosen to implement.

The future will bring about a more diverse workforce not only in terms of
ethnicity, age, gender, and nationality, but also in terms of employer relationships.
That is, there will be more free agents, contractors, vendors, part-timers, and work-
ing retirees. This will require powerful and yet adaptable performance-management
and communication systems. It will also likely require a renewed emphasis on
evidence-based management, where the people-management techniques are based
less on fads and more on empirical and scientific findings from the fields of cogni-
tive sciences and psychology as well as management.

We believe there will be an evolution of today’s “best practices” into a more
integrated system that includes the following:

m A Strategy Execution Model—This links strategy to customer focus,
leadership behavior, corporate culture, organizational structure, and business
processes, including HR processes. This model will include an ever-more-
powerful dashboard of metrics to measure and guide strategy execution.

m Competency Models—For each position, an evidence-based competency
model will include those behaviors, skills, and knowledge levels needed to
execute strategy. These models can be applied to the selection process, perhaps
through an online assessment process that is superior to today’s tools.

m Talent Assessment and Development—Sophisticated assessment tools will
be used to determine gaps in experience and skills needed for each unit and
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each individual. The organization will determine if it needs to fill the gap
with outside talent or develop existing staff in order to execute strategy.
Companies will increasingly use just-in-time learning methods to aid work
groups and individuals.

m Performance Management—Performance- and talent-management systems
will be increasingly integrated via both technology and well-honed manage-
ment processes. Strategic goals will be clearly defined and measured for
individuals, work teams, and other work groups. Performance evaluation
will be based not just on achieving targets but also on a demonstration of
desired behaviors, such as collaboration and the ability to engage.

m Compensation, Reward, and Recognition—Organizations will make every
effort to more effectively link strategic goals with compensation and reward
systems. Companies will increasingly recognize and reward thoughtful risk-
taking as well as goal achievement.

= Employee Engagement—An organization’s culture and value system drives
the amount and depth of employees’ commitment in executing strategy and
change. They learn better and perform better when they participate in
setting the targets they need to make. Leader alignment sessions will take
place to ensure positive collaboration and to modify game plans as needed.
There will be communications regarding strategy from vision to completion.
Communications will clearly define the role for each work unit. Multiple
processes at the local and corporate levels will enable unfiltered feedback by
those executing the strategy and those affected by it.

Harnessing More Powerful Technologies

Technologies are already critical to strategy execution in many organizations, but as
the global marketplace becomes more complex, they will only become more sophis-
ticated. It almost goes without saying that information technology will give leaders
more just-in-time information about how the company is faring, allowing them to
continuously review plans, make course corrections, and quickly establish other
complementary strategies as new opportunities emerge. The conventional once-a-
year strategic planning process is likely to become much less common. Execution is
also likely to be aided by refinements in technologies such as mobile computing,
radio-frequency identification, robotics, artificial intelligence, and an array of other
efficiency-enhancing innovations.

New technologies will also ramp up the speed of change and result in a more
turbulent, hard-to-predict business environment. This will make it more difficult
for some organizations to execute well while allowing others to gain definite strate-
gic advantages via nimble strategy development and execution.

Coping with Change and Disruptions
Strategy execution will be affected by the increasing amount, speed, and complexity
of changes to the business environment. This refers not only to pressures such as
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“Agile organizations are good at inducing and taking advantage of
opportunities through fast, flexible, and decisive action, but they are

also extremely good at avoiding ‘collisions’ with events.”

(McCann 2004; McCann et al. 2006)

new competition, economic vicissitudes, shifting customer demands, and innova-
tions but also to changing geopolitical, environmental, and cultural conditions.
Some of these forces could be highly disruptive to strategic plans. Additionally, laws
and regulations regarding governance, national security, trade agreements, the envi-
ronment, and other issues will significantly impact strategies and their execution.
For example, international environmental agreements could influence how certain
industries—such as energy or transportation—execute their long-term strategies.
Likewise, major global conflicts, pandemics, or terrorist events could have a dramatic
influence on execution as they disrupt supply chains or labor forces.

Organizations must keep an especially close eye on new and evolving cus-
tomers’ desires and needs. Greater competition is bringing a larger assortment of
products and services. And technological advances allow companies in developing
nations to quickly catch up to established organizations, especially if those newer
organizations have advantages in terms of lower prices or more innovative products.

Organizations will need to be agile and resilient. As was reported in a previ-
ous AMA/HRI report, “Agility seems best suited for managing rapid change by sup-
porting early, fast, and effective recognition of opportunities and threats in the
organization’s environment. Agile organizations are good at inducing and taking
advantage of opportunities through fast, flexible, and decisive action, but they are
also extremely good at avoiding ‘collisions’ with events.” (McCann 2004; McCann
et al. 2006).

The Strategy Execution Company 2016
We revisit the fictional the Strategy Execution Company, this time in the form of an
interview with the CEO. This interview is set in the year 2016 and incorporates
ideas from the AMA/HRI team as well as from the Strategy Execution Survey 2006.
In the following fictional interview, we are projecting into a hypothetical future.
We can’t be sure what state-of-the-art execution programs will look like in 2016, so
these are only educated guesses about what approaches will work best 10 years from
our study. Moreover, circumstances vary by company and industry, so not every fea-
ture of the organization’s program will be applicable in every company.
The AMA/HRI research team encourages managers to engage in various
strategic planning methods—such as scenario planning—to help them gain a better
understanding of how their strategy execution programs could or should evolve.
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Interview with CEO Jordan Dupree

A Strategy Execution Command Center

Reporter: We are speaking with Jordan Dupree, chief executive officer at the
Strategy Execution Company. Thank you for agreeing to this interview. And thank
you for that incredible tour of your strategy execution command center (SECC).
The SECC reminds me of the computer-driven tracking and intervention systems
of air traffic controllers. One glance at the SECC board and you can readily identify
a potential strategy execution problem in any area of the company.

Dupree: You are quite welcome, and we are glad to have you. Yes, you're right
that SECC provides us with the capability to almost immediately identify a block-
age or disconnect in our strategy execution process. Literally, it is our minute-to-
minute guidance system that we use to manage daily operations.

Reporter: Please explain how SECC works and the thinking behind it that
makes it such a competitive advantage.

Dupree: First and foremost, SECC is a kind of rich database combined with
artificial intelligence software that shows us the pulses of every function, every
process in the company, and how well all are aligned with our strategies. It is analo-
gous to being able to see the complete functioning of the human body and how the
functioning is aligned with the person’s age and stage of life, purpose in life, personal-
ity, and vocation. Additionally, SECC is able to identify the area of the body that is
not working well, understand the reasons why that area of the body is functioning
poorly, report a complete diagnosis, and then create various optional treatment plans.

Reporter: Although I've just finished seeing the computer screen displays that
cover the center’s walls, I'm still overwhelmed with what you have just described.

Getting the Big Picture

Dupree: Yes, it takes some getting used to. But, of course, we have been work-
ing with several generations of SECC and the basic ideas are ingrained in how we
do our work. Let me first describe what it is and how we use it.

SECC is an integrated real-time systems picture. It's a video, if you will, that
presents executive management with real-time information—displayed graphically
—of our production and service delivery flow. At any given moment, we can see if
our production lines, for example, are producing at the predicted volume, quality
and, of course, profitability. We can see if the management behavior is consistent
with the strategy for the unit. We can always see the cost figures associated with that
product. But, of course, this is not unique or remarkable.

What's remarkable is that SECC also displays integrated metrics about our
people working the shift: who is the manager, what are the patterns of production
on her shifts, which people are working with her on the shift, and what is the blend
of the employees’ personalities and competencies on the shift. With this type of
information, we can optimize the team dynamics, the competencies, and the
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management approach on any given shift to match what is best for production or
service delivery. And we can use similar information and knowledge to align an
entire department and determine if anything is impeding strategy execution.

SECC is designed to alert management to any blockage or disconnect in the
complete strategy execution process. As soon as SECC becomes aware of a block-
age, it displays where that blockage is occurring in our production process and
quickly identifies the top three potential reasons for the blockage.

The system allows our team members throughout the organization to give
nearly instantaneous feedback about barriers or new opportunities. This is critical
because they are often closest to the customers and marketplace.

Reporter: If | understand SECC correctly, you're saying that it tracks and
monitors every process you measure?

Dupree: Yes, that’s right.

Reporter: Does it also track the process flows in your support departments,
such as finance, marketing, and HR?

Dupree: Absolutely! We have spent a great deal of time over the years in
developing meaningful measures that captured the departments’ outputs and how
those outputs influence productivity and profitability. For example, SECC will show
us how our management training sessions seems to affect our productivity.

Of course, SECC is only a machine, and it provides us with some pretty good
information about what influences what. | don’t want to imply that the system is
perfect, however. There’s still a real art to teasing out and interpreting causes and
effects in a complex business environment.

Just consider the people-management function, for example. There are lots of
“levers” to influence employee performance: leadership, talent recruitment, com-
pensation, training, communication, appraisals, goal-setting, recognition programs,
and so on. Determining the degree to which these are truly linked to productivity
remains a management skill that has to be used wisely.

Back to our production line example. | can focus SECC on a production line
in one of our plants, regardless of region, and, as | discussed, see who is working a
particular shift. | can request the pattern analysis of how well this combination of
managers and employees works and produces. | can request more analysis and
determine which training program the manager attended, have this correlated with
how well her shift produces and draw some conclusions about whether the training
has had a negative or positive impact.

Or | can see how successful these patterns of competencies, personalities, and
training have been. Or, just to show another level of detail, | can isolate for analysis
the changes in productivity from different personalities and different combinations
of competencies. | can manipulate the data in any way that seems meaningful to
create my own hypotheses or simply ask SECC to give me an analysis. The system
also helps us ensure that all compensation and reward systems are dynamic and
support the goals of the strategy execution.
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Improving Scenario Planning

Reporter: Is SECC mainly an operational tool?

Dupree: No, it is mainly a way to think about managing. It’s about balancing
and aligning skills, competencies, processes, raw material, and all the other many vari-
ables that affect our execution of strategy at any given moment. SECC provides us
with data and analysis, but we have to use our judgment to select the best intervention.

Its power lies not only in providing real-time data but in enabling scenario
planning. We can anticipate and be innovative by creating scenarios for strategic
planning, operational planning, and for training managers and leaders. \We can
virtually simulate any scenario that might happen and create exercises in which we
determine our best options, plan contingencies, and then see if we can implement
rapidly. If we are unable to implement the strategy or if we cannot implement rap-
idly, then we search for the root cause of the blockage. Once we find the root cause,
we have a strategic decision to make about whether to change how we work so that
we can address that particular scenario. Or if we think the scenario is relatively
unlikely and the cost of change too high, we maintain the present course.

Obviously, these types of exercises are a wonderful way to evaluate managerial
and leadership talent. No one is promoted in our company unless he or she can
successfully manage the scenario exercises that typify what will be encountered
on the job.

Managing Global Processes and Changing Structures

Reporter: Does the system also work with the systems of your strategic partners?

Dupree: Well, it becomes a little less seamless in regard to operations outside
our direct control. But it’s still quite good. We can see a great deal of what’s happening
with outsourcing firms and vendors, at least in regard to the services they’re provid-
ing us. SECC helps ensure operational and cultural alignment with our business part-
ners, outsourcing firms, and vendors by capturing information about their perform-
ance and behaviors. We have service agreements, codes of conduct, and performance
goals for them also. The system is also great for tracking our global supply lines.

Reporter: Is there a problem using this system across multiple global regions?

Dupree: Well, there are some global complications. But the system generally
helps keep everyone on the same page and helps the organization establish a global
perspective on operations and strategies. Creating a truly culturally integrated
approach is what we strive for.

Reporter: Tell me a little more about how SECC influences internal structure?

Dupree: Over the years, we have reorganized to better fit our customers as
they have changed. For instance, we used to have a more geographically based
structure, one designed to meet regional needs. SECC helped us see that we needed
to shift to more of a product-line structure and now is indicating that we should
shift to a multiproduct expertise team.

Reporter: How does the system tell you this?

Dupree: For one thing, we can see that the competencies in our design teams
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no longer match well with customer requests. We can see that our product-focused
teams are receiving RFPs that they can’t handle without outside help. We can see
that product line team managers are requesting help from other teams more often
than in the past.

Organization-Wide Alignment and Involvement

Reporter: What has been the greatest impact that SECC has made on your
organization?

Dupree: It would be tough to single out one area where SECC has made the
greatest impact. But since you've asked, | can tell you that we’ve been working on the
so-called middle of the organization. After working through our strategic alignment
at the executive levels, the organization seemed to encounter blockages, disconnects,
and a diffusion of strategic alignment. It’s below the senior levels where much of the
real power is wielded on a daily basis. The managers interpret what the strategy is,
mold it to match their notions and then pass it along to their teams. The supervisors
do the same thing as do the team leaders or lead employees.

Reporter: I'm a little surprised at that answer. For years all we have been
hearing about is that top leadership is the key ingredient.

Dupree: Yes, I'm aware of all the importance placed on executive leadership.
You know, we are not saying executive leadership is not important. Alignment and
strategy execution issues must be dealt with at the top levels first. The next stage is
to ensure involvement and alignment throughout the rest of the organization. In
our case, we saw execution start to stall as it cascaded through the organization.

We became aware of the stalling once we really began to manage alignment
by learning how to use systems thinking without all the fancy academic language
that is so distracting. Perhaps the best way to look at this issue is that it is a devel-
opmental stage. We started with the SECC concept to manage strategy execution.
We had preconceived ideas of what we would learn using the SECC approach.

The biggest preconceived idea was that we just had to communicate the message
clearly and repeatedly, design matching metrics, and everyone would get on board.

Reporter: How long did it take you to find out that this was not so?

Dupree: Actually, we found it to be basically true. What surprised us is how
short of a half-life it had. Almost as soon as everyone understood the message, they
began to vary from the behavior we expected. More surprising was that we found
out that we needed them to do that...to immediately modify what we said and how
we said to do it.

Dynamic Alignment

Reporter: Now | am completely confused. How can you have alignment when
everyone immediately changes what you ask them to do?

Dupree: Although we knew better on an intellectual basis, we wanted to
believe emotionally that alignment was more of a steady state rather than a dynamic,
constantly changing phenomenon. And we wanted to believe that we knew their job

41



THE KEYS TO STRATEGY EXECUTION »

better than they did. We were wrong. And because they knew better, they made
adjustments that best fit their situation.

Senior leaders wanted to fix the problem and move on to the next one. We
were not quite prepared to admit that our job was to continually manage the vari-
ance in the system—to both encourage the variance and to put limits around it.
The variance is inherent in the company—it has to be for us to succeed.

When we discovered the short half-life of alignment, we realized that it was a
logical phenomenon. Everyone takes information in and then adapts to their reality.
And we need them to adapt it to their reality because we cannot do that as well as
they can.

However, we also need to place limits on how much adaptation is good for the
overall company, for their unit and, of course, for what we are trying to accomplish.

Reporter: Your description sounds a great deal like the introduction to a Six
Sigma course.

Dupree: Yes it does. Six Sigma is all about managing variance, and strategy
execution is all about managing variance. The trick is in understanding that we do
not want all our processes as controlled as in a Six Sigma process.

Reporter: Can you tell us a little more about this?

Dupree: Sure. Once we understood that an immense number of variables
affect alignment, almost hour by hour, we understood why we use people instead
of robots. People adjust to these variables easily—if we encourage them to do so, if
we have people with the correct type of competencies, if we have people who enjoy
changing, if we make it clear in how we manage, if we collect the right data and get it
to them at the right time, if we provide them with the right resources, if we empower
them to do their jobs, and if we’ve correctly understood internal customers and—the
ultimate goal—external customers.

When we understood these and probably a few dozen more variables that
have a strong impact on alignment, we deeply understood what our people face on
a day to day basis. We quickly came to the “insightful” conclusion that our front
line leaders had the pulse on the organization because they were in regular contact
with both upper management and the employees. We knew that they had to under-
stand what we had just learned and be taught the skills to execute alignment in
their respective roles

Competency Training

Reporter: That sounds very traditional—middle-management training.

Dupree: Well, it really amounts to training for leaders at all levels. And, while
the concept is traditional, the approach is not. I might add that most of the issues
any of us face on a daily basis—no matter how different on the surface—have
good, sound traditional problems underneath them.

Our approach is to provide managers with ongoing development in five sets
of competencies:
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m Management skills and knowledge, ranging from project management skills
to team leadership, from basic business skills to arcane legal issues

m Emotional 1Q

m Strategy development and execution

m Ethics, in terms of both knowledge and application
m SECC use

The real difference with us is that we will not promote anyone—no one—
who does not do well in the ethics and emotional intelligence courses. Very simply,
it is non-negotiable. Respect and integrity are critical elements of our value system.

The Origins and Ethics of SECC

Reporter: | really need to ask you more about ethics, but before we plunge
into that conversation, can you give us a quick description of how SECC began?

Dupree: | don’t think that there is an exciting story behind SECC. It was an
evolutionary process...one in which we carefully researched what we need to
know and decided to do it despite the “Big Brother” nature of the concept. In
many ways, we were simply putting together data we already had and were using
separately.

The real issue was twofold: (1) learning how to think from a systems perspec-
tive, and (2) managing all that information and knowledge in an ethical manner
that respects everyone. We learned to think and manage in a systems perspective by
learning to use each generation of SECC.

Reporter: You mentioned the Big Brother aspect of SECC. And it does seem a
bit Orwellian to be continuously monitoring every facet of your operations and
execution. How does SECC manage in an ethical manner that respects everyone in
the organization?

Dupree: Managing ethical behavior is not simply setting a code of conduct or
standards for behavior. It is creating an ethical culture that includes the modeling
of ethical decision making. Leaders must do the right thing even when an unethical
choice would make the bottom line stronger in the short term or when avoiding an
ethical issue seems a lot easier than just dealing with it.

Reporter: Would you give us an example?

Dupree: Oftentimes when we are working with SECC and monitoring
alignment in a horizontal process, we see opportunities that would benefit our
profitability but would be to the detriment of a team. For example, always assigning
your best team to the toughest accounts wears out your best team and penalizes
your other teams because they never gain the experience. But it is clearly in execu-
tive management’s best short-term interest, particularly in a tough financial
quarter, to assign the best team to the toughest and most profitable account. We
all must remember that ethics and action are inseparable; they are two sides of
the same coin. The best way to teach ethics is by behaving ethically.
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Therefore, we must view our role as a trust. | know this is not a new concept,
and | refer back to my earlier comments about doing basics well, but if we allow
ourselves to manage just for the next quarter or even solely for our own personal
gains, such as via bonuses and stock options, then we often weaken the company
for the future. This is obvious when you spend a great deal of time teaching and dis-
cussing these issues, but it’s not easy to do when you are in the middle of the action.

What | am really saying is that what makes us truly different is our commit-
ment to being ethical, our track record of ethical behavior, and our expectations of
each other to be ethical. | know that is unusual. And | know that other companies
will not live up to our standards. And we will be more successful then because of
our behavior, not in spite of it.
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Conclusion

There are various lessons that can be drawn from
this study. First, the execution of strategy is likely to
become more important in the future. Although bold,
new ideas will be required in the fast-paced market-
place, those ideas will not suffice. Organizations
must know how to effectively—and often quickly—

implement those ideas.
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There’s much room for improvement here. On a 5-point scale, where 1 equals
“not at all successful” and 5 equals “very successful,” a meager 3% of respondents
said their companies are very successful at executing strategy. Another 35% gave
themselves a 4 on that 5-point scale, suggesting that the majority of respondents
consider their organizations to be mediocre or worse at executing strategy.

So, what are the keys to strategy execution? There’s no single secret, but one
important lesson is that it helps to have a clear strategy and well-defined goals that
support that strategy. This makes the crucial process of alignment easier to carry
out, and it helps ensure that everyone in the organization is “on the same page.”
The AMA/HRI survey suggests that companies that perform better in the market-
place also tend to be better than other organizations at providing clarity.

Another lesson from the study is that leadership counts. Organizations that
have the same CEO for over five years are more likely to report that they’re good at
executing strategies. An analysis of the survey’s Strategy Execution Index shows the
same trend. Therefore, stable leadership might be good for strategy execution, an
important point to note in a world where CEO “churn” rates are at record highs.
An alternate interpretation of the data is that leaders who are good at execution are
more likely to retain the top job over long periods of time. This suggests that
“vision” isn’t everything in a leader; execution-focused leadership capabilities may
count even more.

A fourth lesson is that many organizations need workers who have both the
skill levels and the desire to execute well. The survey shows that, generally speaking,
companies need to do a better job of building new workforce skills to support strat-
egy and a much better job of engaging employees. Engagement seems to be given
short shrift in many companies, yet it’s hard to see how organizations can expect to
succeed without it.

A fifth lesson is that organizations should not starve the execution process.
The AMA/HRI survey shows—and other research corroborates—that the biggest
barrier companies face when executing a strategy is a lack of adequate resources.

If a major strategy is important, then leaders must communicate it not only
through words but also through actions. And the allocation of resources speaks
volumes in the business world.

Finally, bigger is often better. The survey indicates that organizations with
3,500 employees or more execute better than smaller organizations. It would be
interesting to find out why. Does size force these organizations to execute better?
Or are companies that execute better more likely to grow? Or do economies of scale
make execution easier? Whatever the cause and effect, these findings challenge the
conventional wisdom that smaller firms have a natural advantage in their ability to
“get things done.”

Of course, every organization has different execution challenges, and this
study shows that there’s still much to be learned about strategy execution. It also
suggests, however, that mastering the basics of clarity, alignment, competencies,
engagement, leadership, and resources will go a long way toward enabling compa-
nies to turn their best strategic plans into organizational successes.

46



THE KEYS TO STRATEGY EXECUTION »

Epilogue

There have been numerous books about strategic planning. Only recently we see
increased interest in execution of those strategies—how turning strategy into action
is the real challenge. As Michael Porter stated, “A poor strategy executed well is
always better than a great strategy executed poorly.”

If there is a leadership message from the AMA/HRI study The Keys to Strategy
Execution, it is that strategy execution cannot be left to chance. The study found
that many organizations are skilled at planning but few are knowledgeable about
how to put the plan into motion quickly and efficiently.

Our research shows countless examples of good strategic plans that failed
because of ineffective execution. Likewise, it noted how companies skilled in
execution are more likely to be successful. The study identified several obstacles
to sound execution: poor communication, lack of focus, inability to overcome
resistance to change, and poor alignment of day-to-day activities to strategic plans.
At the same time, it identified skills, abilities, and knowledge that our managers
can achieve, and processes, systems, and procedures that can be installed in our
organizations, to facilitate strategy execution.

These changes must be top priorities for today’s leaders. Most managers
believe their organizations need to be customer-focused, more innovative, and
quality conscious in order to be successful in the globalized, transparent, rapidly
changing environment they face. Their strategic plans deal with these problems in
concept. To be successful, they need to master strategy execution to achieve these
objectives—and the profitability that comes with them.

Strategy execution is an absolute to your corporation’s growth. From our
research, we have identified solutions that will help you make your strategies a
reality and achieve competitive advantage.

Edward T. Reilly
President and Chief Executive Officer
American Management Association
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Appendix

About This Survey

Target Survey Population

The target survey population of the Strategy Execution Survey 2006 consisted of the
HRI e-mail list of primarily high-level human resource professionals and the AMASs
international e-mail list of individual contributors, supervisors, managers, and execu-
tives across a wide range of functions. In total, 1,526 usable surveys were submitted,
although the total responses to some questions were less. Most responding companies
were either global or multinational. About 55% of respondents were from the U.S. and
Canada, and the rest were from various parts of the world, primarily Europe and Asia.

Survey Instrument

In this survey, multiple questions used the well-accepted 1-5 Likert-type scale, with
a 1 rating generally designated as “very little” and a 5 rating as “very much.” There
were 21 questions in all, 12 geared toward the demographics of respondents. Various
questions had multiple parts.

Procedure

A link to an online survey was e-mailed to the target population by region during
October and November of 2006.
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Demographic Questions and Results,
with Performance Levels,
Strategy Execution Scores, and
Strategy Execution Success

About These Categories
In the following set of demographic tables, survey data is presented in several
categories in addition to “all survey respondents.”

m First, there are Higher Performers and Lower Performers. A new variable
labeled Performance was created from the average of the four performance
questions (see the “Performance Questions and Results” heading below).
A tertiary split was then done on Performance, creating high, middle, and

low groups. Each had approximately equal numbers. The Higher Performers
are the high group, and the Lower Performers are the low group. The middle

group is not used. Statistical tests were done to verify that the higher- and
lower-performing groups are significantly different.

m Second, there is the Strategy Execution Index, or SEI. The SEI scores were

derived by multiplying the mean responses to the Strategic Action questions

(i.e., “Extent my organization does™) by the perceived value of that action

(i.e., “Importance/value to my organization). The products were then summed
into an overall SEI score. A higher score indicates that an organization is better

at executing strategy than an organization with a lower score.

Two tests were done to verify this. First, a significant correlation was found
between the SEI score and the responses on the “How successful is your
organization at executing and implementing strategy?” question. Second,
the SEI score is higher for Higher Performers (706.38) than for Lower
Performers (565.92).

m Third, the category “Reported Success at Strategy” is based on responses to
the question “How successful is your organization at executing and
implementing strategy?” The responses are based on a 5-point Likert-type
scale, with 1 equaling “not successful” and 5 equaling “very successful.”
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Table One
Reported
Success at
How long has your CEO All Survey Higher Lower SEI SEI Strategy
held that position? Respondents | Performers | Performers | Respondents | Score | Execution
Less than 1 year 11.7% 8.5% 16.0% 10.7% 600.79 3.02
1to 2 years 13.2% 12.5% 14.7% 12.8% 609.75 3.10
2 to 5 years 27.3% 26.2% 25.9% 28.0% 609.52 3.23
Over 5 years 47.8% 52.8% 43.4% 48.5% 650.01 3.37
Table Two
Reported
Success at
In what function do All Survey Higher Lower SEI SEI Strategy
you currently work? Respondents | Performers | Performers | Respondents | Score | Execution
Finance 4.4% 4.2% 4.9% 4.8% 606.72 3.30
General management 17.0% 17.0% 16.5% 17.8% 665.33 3.33
HR or Administrative 40.6% 41.0% 41.0% 37.8% 640.48 3.30
Marketing 6.6% 6.2% 6.0% 7.1% 587.73 3.03
Operations 6.6% 6.9% 6.7% 6.5% 599.09 3.20
Research and development 5.2% 4.4% 6.3% 5.1% 584.57 3.14
Sales 6.2% 6.9% 4.9% 6.9% 642.24 3.15
Systems/IT 2.9% 2.6% 3.7% 2.8% 566.50 3.19
Other 10.5% 10.8% 10.0% 11.2% 607.41 3.28
Table Three
Reported
Success at
What is your current All Survey Higher Lower SEI SEI Strategy
title? Respondents | Performers | Performers | Respondents | Score | Execution
CEO/President/Chairman 7.6% 7.0% 7.3% 8.1% 675.89 3.35
EVP/SVP 3.9% 4.6% 2.8% 4.6% 768.04 3.36
Vice President 9.1% 7.6% 9.4% 9.5% 676.77 3.34
Director 25.2% 27.2% 25.0% 26.6% 603.02 3.22
Manager 29.7% 28.7% 30.9% 28.0% 597.51 3.21
Supervisor 4.5% 4.6% 4.3% 4.1% 613.15 3.40
Other 20.0% 20.3% 20.3% 19.1% 649.58 3.22
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Table Four
Reported
Success at
What is your level of All Survey Higher Lower SEI SEI Strategy
responsibility? Respondents | Performers | Performers | Respondents | Score | Execution
Corporate 53.4% 53.4% 54.1% 53.2% 625.69 3.25
Division 24.8% 23.3% 24.0% 25.5% 629.72 3.25
Plant 6.0% 6.1% 6.8% 5.3% 666.92 3.38
Region 15.8% 17.2% 15.1% 16.0% 660.46 3.29
Table Five
Reported
Success at
All Survey Higher Lower SEI SEI Strategy
What is your gender? Respondents | Performers | Performers | Respondents | Score | Execution
Female 44.4% 39.5% 48.8% 40.8% 617.08 3.21
Male 55.6% 60.5% 51.2% 59.2% 636.00 3.29
Table Six
Reported
Success at
All Survey Higher Lower SEI SEI Strategy
What is your age? Respondents | Performers | Performers | Respondents | Score Execution
24 or younger 2.4% 4.0% 1.5% 2.0% 824.78 3.27
25-30 8.4% 10.2% 6.8% 7.0% 577.82 3.20
31-35 12.3% 12.5% 12.2% 11.6% 606.65 3.19
36-40 15.8% 17.0% 16.8% 16.2% 578.34 3.18
41-45 18.1% 18.1% 17.3% 19.0% 607.41 3.30
46-50 16.9% 14.8% 19.7% 17.2% 628.76 3.31
51-55 13.8% 12.5% 13.9% 13.6% 674.25 3.17
56-60 8.5% 8.3% 7.5% 9.4% 705.95 3.41
61-65 2.6% 1.9% 3.1% 2.7% 630.53 3.14
66-plus 1.2% 0.7% 1.2% 1.3% 657.67 3.69
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Table Seven
Reported

What is the size of your Success at
organization’s entire All Survey Higher Lower SEI SEI Strategy
workforce in the world? | Respondents | Performers | Performers | Respondents | Score | Execution
Under 100 employees 15.1% 13.3% 16.7% 15.0% 628.64 3.24
100-499 17.6% 19.8% 18.0% 17.6% 626.85 3.21
500-999 8.6% 7.7% 8.2% 8.3% 604.98 3.16
1,000-3,499 14.4% 13.3% 15.3% 14.8% 584.31 3.11
3,500-4,999 5.0% 5.8% 4.9% 5.7% 630.82 3.37
5,000-9,999 8.0% 7.3% 7.3% 8.1% 679.80 3.40
10,000 or more 31.3% 32.8% 29.6% 30.5% 642.25 3.32

Table Eight
What is the total Reported
revenue (in USD) of Success at
your entire worldwide All Survey Higher Lower SEI SEI Strategy
organization? Respondents | Performers | Performers | Respondents | Score | Execution
Less than $50 million 26.3% 23.9% 30.8% 25.9% 614.64 3.23
$50-$249 million 16.6% 17.3% 15.8% 17.1% 617.98 3.12
$250-$499 million 7.7% 8.9% 6.6% 7.6% 635.16 3.17
$500-$999 million 8.8% 7.9% 9.4% 8.8% 618.77 3.21
$1Bto$2.99 B 11.6% 10.8% 11.5% 12.1% 604.80 3.32
$3Bt0$9.9B 11.4% 11.4% 10.9% 11.3% 615.66 3.33
$10 B-plus 17.6% 19.8% 15.0% 17.2% 685.84 3.38

Table Nine
Please identify your Reported
organization by Success at
type of operation: All Survey Higher Lower SEI SEI Strategy
(choose one) Respondents | Performers | Performers | Respondents | Score | Execution
Cl el (T el et 32.8% 38.7% 27.7% 34.0% | 660.52 3.32
integration)
Multinational (national/
regional operations act 27.7% 27.2% 26.2% 27.7% 581.98 3.19
independently)
National (operations in one
country only) 39.5% 34.1% 46.1% 38.3% 633.24 3.25
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Table Ten

Reported

Success at
In which overall region | All Survey Higher Lower SEI SEI Strategy
are you located? Respondents | Performers | Performers | Respondents | Score | Execution
Africa 1.1% 1.5% 0.9% 1.1% 667.17 3.31
Canada 13.8% 11.2% 17.0% 13.4% 600.43 3.13
Caribbean 0.5% 0.4% 0.5% 0.6% 508.86 3.57
Central America 0.2% 0.4% 0.0% 0.3% 511.67 3.00
China 1.4% 1.0% 1.5% 1.2% 540.43 3.37
Eastern Europe 4.6% 4.4% 4.6% 4.9% 602.62 3.22
France 1.5% 1.5% 1.9% 1.8% 639.55 3.18
Germany 2.2% 2.5% 1.8% 2.5% 646.96 3.47
India 3.1% 4.6% 2.7% 2.6% 705.59 333
Japan 4.4% 5.2% 3.6% 3.7% 649.74 3.28
Korea 0.3% 0.4% 0.5% 0.4% 719.25 2.80
Mexico 1.1% 1.0% 1.7% 1.2% 788.07 3.31
Middle East 4.4% 6.2% 2.6% 4.1% 650.87 3.19
Oceania 1.2% 0.6% 2.0% 1.3% 512.31 3.25
Other Asia 4.8% 6.9% 3.7% 5.4% 736.41 3.35
Other Western Europe 9.1% 10.0% 6.6% 10.2% 643.22 3.27
Scandinavia 2.6% 1.9% 2.6% 2.7% 690.32 3.24
South America 0.5% 0.2% 0.7% 0.5% 48417 2.83
United Kingdom 2.0% 2.1% 1.7% 2.2% 608.36 3.39
USA 41.2% 38.0% 43.4% 39.9% 612.83 3.27
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Table Eleven
Reported
Within which sector Success at
does your organization All Survey Higher Lower SEI SEI Strategy
primarily work? Respondents | Performers | Performers | Respondents | Score | Execution
Business-to-business services 16.06% 16.63% 13.95% 17.15% 628.23 3.19
Consumer goods 4.85% 6.65% 5.27% 4.69% 659.40 3.31
Chemicals 2.16% 1.87% 2.04% 2.30% 586.35 3.31
Education 3.53% 3.95% 3.40% 3.63% 574.20 3.10
Energy/Utilities 3.34% 2.08% 3.06% 3.09% 611.09 3.17
Financial services/Banking 7.98% 7.90% 7.14% 7.43% 645.65 3.25
Food products 1.77% 1.46% 2.21% 1.77% 782.75 3.17
Government 5.31% 1.87% 8.84% 4.69% 531.87 3.13
Hi-tech/Telecom 8.13% 6.45% 8.33% 7.69% 634.46 3.2
Hospital/Healthcare/
IsulaneE 5.57% 6.24% 6.29% 5.48% 606.58 3.28
Manufacturing 11.60% 10.60% 12.07% 12.11% 620.72 3.21
Mining or Agriculture 0.92% 0.62% 1.03% 0.80% 699.67 3.36
Nonprofit 2.95% 2.08% 3.74% 2.65% 677.73 3.40
PharmaBlotech/ 6.82% 7.69% 6.80% 6.98% | 640.63 339
Retail 3.28% 4.37% 2.89% 3.09% 617.77 3.28
Other 15.73% 19.54% 12.94% 16.45% 638.66 3.32
Table Twelve
Reported
Success at
Which of the following best describes | All Survey Higher Lower SEI SEI Strategy

your organization's life cycle stage? | Respondents | Performers | Performers | Respondents | Score | Execution

Established firm with strong structure

and systems as well as known 17.4% 18.5% 16.5% 16.4% 625.56 3.27
products/services

Firm focused on increasing quality,

profitability, and continuing 22.8% 20.8% 22.6% 23.8% 636.52 3.23

improvement in operations

Firm repositioning itself for the future;

revitalization efforts are the focal point 18.7% 10.0% 25.7% 18.7% 613.71 3.12
Mature fim with brand:name recognition 23.4% 25.8% 22.8% 236% | 63667 | 327
ﬁi‘ifg Ao i i e ety 12.5% 20.2% 7.3% 124% | 62418 | 348
Startup firm or a firm focusing on

introducing new products/services 5.2% 4.7% 5.1% 5.1% 623.09 3.16
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Performance Questions and Results

Table Thirteen
At an At an

All-Time | Significantly | About | Significantly | All-Time Overall
Descriptors Low Level Worse the Same Better High Level Mean
Compared to the past five
years, your revenue growth is 2.35% 6.72% 33.03% 41.14% 16.76% 3.63
ycg’a”r‘spayrgjrt; he past fiee 1.25% 637% | 45.43% | 3587% 11.08% 3.49
Compared to the past five 2.0% 9.63% 35.46% 40.65% 12.26% 3.52
years, your profitability is
C d to the past fi
Jears, your customer 1.46% 5.40% | 4474% | 3857% 9.83% 3.50
satisfaction is

Execution Questions and Results

Table Fourteen

At what level does the planning for

strategy execution take place?
Response Percent
Corporate 68.28%
Strategic Business Unit 40.24%
Country 17.30%
Regional 17.56%
Varies by region 4.65%
Product Line 15.66%
Brand 10.42%
Functional 16.78%

55



THE KEYS TO STRATEGY EXECUTION »

Table Fifteen

How long has your organization

been executing its most All Survey Higher Lower

prominent current strategy? Respondents | Performers | Performers SEI Score
Less than 1 year 16.00% 14.40% 19.40% 605.55
1to 2 years 34.40% 32.40% 36.80% 620.68
210 5 years 35.30% 36.80% 29.90% 639.08
Over 5 years 14.30% 16.40% 13.90% 645.77

Table Sixteen

How many major strategies
is your organization currently
in the process of executing?
Number of
Strategies Percent
0 1.1
1 1.1
2-3 47.6
4-5 26.1
6-7 5.5
8 or more 8.6
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What are the main goals of your organization’s execution
efforts? (choose all that apply)
Goals Percent
Being seen as an innovative industry leader 45.8
Being customer-focused 64.5
Being well managed with integrated systems 33.0
Being the quality leader 42.3
Being the low-cost provider 11.5
Being viewed as having a higher-performing competitive culture 26.5
Being quick to seize opportunities 18.9
Being the market share leader 32.6
Being able to build a brand 31.7
Table Eighteen
How successful is your organization at
executing and implementing strategy?
Reported Success Level Percent
1.00 — Not at All Successful 1.9
2.00 12.1
3.00 47.8
4.00 34.9
5.00 — Very Successful 3.3
Table Nineteen
Factors Indicating All Survey Higher Lower
Execution Success Respondents Performers Performers
SEl score 628.27 706.38 565.92

How successful is your organization at

executing and implementing strategy? 3.26 3.60

2.97
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Strategic Action Questions and Results

Table Twenty

Strategic Actions, Ranked within Categories and Including the Mean Extent to Which Companies
Take These Actions, the Importance of the Actions, and the Differences Between Extent of Use
and the Perceived Importance
Extent my Importance/value Difference
My company implements strategy by . . . | organization does | to my organization between
extent of use
L. and perceived
Communication Rank Mean Rank Mean importance
Using a wide varie.ty of comm.unicati.on tools 1 3.43 4 379 036
(newsletters, meetings, e-mail, and intranets)
]Er;er:t;ggdaer:;j maintaining highly visible support 5 334 5 387 053
Regularly communicating progress to 3 319 1 392 073
all employees
Developing a compelling story 4 3.11 11 3.53 -0.42
Clearly articulating the rationale and
impact of the strategy > 3.08 3 3.83 -0.75
Ensuring vertical information-sharing/feedback
within business units ¢ el 7 e 02
Providing opportunities to ask questions
and modify plans 7 3.01 9 3.62 -0.61
Preparing and implementing a comprehensive
communication plan 8 3.00 > 3.79 -0.79
Encouraging lateral information sharing/
feedback among business units 9 3.00 6 3.70 -0.70
Allowing feedback to influence the execution
of plans 10 2.96 8 3.63 -0.67
Tailoring communication to different audiences 11 2.90 10 3.55 -0.65
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Extent my Importance/value Difference

My company implements strategy by . . . | organization does | to my organization between

extent of use

and perceived
Culture Rank Mean Rank Mean importance
Leveraging existing values and beliefs 1 3.30 2 3.75 -0.45
Addressing short-term concerns or
reservations about new strategies 2 Z28 3 3.54 -0.56
Focusing on a common threat 3 2.97 6 3.45 -0.48
Creating new values and beliefs 4 2.93 5 3.50 -0.57
Ensuring employees at all levels feel engaged
in and motivated by the execution process 2 BiE3 J S48 101
Working to reduce fear of change among 6 269 4 354 085
employees

Strategic Actions, Ranked within Categories and Including the Mean Extent to Which Companies
Take These Actions, the Importance of the Actions, and the Differences Between Extent of Use

and the Perceived Importance

Extent my Importance/value Difference
My company implements strategy by . . . | organization does | to my organization between
extent of use
and perceived
HR/Talent Rank Mean Rank Mean importance
Integrating strategic goals into performance-
management system [ = 2 . L
Hiring candidates based on their ability to
support the strategy 2 = J S8 L
Customizing performance goals for individuals
and units to support strategy . sk & = L
Building new workforce skills/competencies to
support the strategy & S 2 — e
Using training and development to build
strategic-goal-supporting competencies . L2 . — e
Aligning incentives, rewards, and recognition
to the strategy 6 2.90 6 3.78 -0.88
Utilizing succession planning to develop
leaders who are good at strategy execution 7 L g S -llLs
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Table Twenty (continued)

Extent my Importance/value Difference
My company implements strategy by . . . | organization does | to my organization between

extent of use
and perceived

Leadership Rank Mean Rank Mean importance
Revisiting strategy, at a minimum, once 1 3.49 4 3.88 0,39

a year

Considering the execgtign of strategy to 5 341 5 397 056

be a top corporate priority

Creating a clear strategy 3 3.22 1 4.14 -0.92

Demonstrating the ability to quickly and
effectively execute when new strategic 4 3.08 3 3.92 -0.84
opportunities arise

Empowering middle managers to do what

it takes to meet strategic goals 5 3.02 6 3.85 -0.83

BU|Id|r.1§.;] 'executlon-focused leadership 6 297 5 387 20.90

capabilities

Designing an integrated infrastructure 7 290 7 380 -0.90

that supports execution ' ' ’

Empowering first-line supervisors to do

what it takes to meet strategic goals J e & 5/l Ul
Extent my Importance/value Difference

My company implements strategy by . . . | organization does | to my organization between

extent of use
and perceived

Objectives/Measures Rank | Mean | Rank | Mean importance
Defining clear goals to support strategy 1 3.27 1 4.06 -0.79
Developing progress measures/metrics 2 3.15 2 3.96 -0.81

Using tools for displaying progress metrics

(e.g., scorecards or dashboards) 3 2.92 4 3.59 -0.67
Using industry benchmarks to better execute

Strategy 4 2.91 5 3.48 -0.57
Eliminating conflicting objectives in regard to 5 279 3 373 0.94

meeting the strategy
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Table Twenty (continued)

Extent my Importance/value Difference
My company implements strategy by . . . | organization does | to my organization between
extent of use
. . and perceived
Planning and Alignment Rank | Mean | Rank | Mean importance
Aligning strategy with the corporate
vision/mission statement 1 3.46 2 3.99 -0.53
Aligning organizational goals with strategy 2 3.46 1 4.02 -0.56
A||gn|pg l?u5|ness unit's goals with 3 333 4 397 064
organizational goals
Aligning business units with strategy 4 3.33 3 3.98 -0.65
Al|gn|ng quk group/team goals with 5 3.20 5 3.9 072
business unit goals
Aligning individual goals with work 6 3.09 6 3.90 081
group/team goals
Trapslatmg orgamzanonal goals into 7 3.00 7 388 -0.88
actionable deliverables
Creating execution implementation team(s) 8 2.92 9 3.63 -0.71
Providing clear, coordinated plans 9 2.85 8 3.81 -0.96
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My company implements strategy by . . .

Extent my
organization does

Importance/value
to my organization

Difference
Between
extent of use
and perceived

Structure/Control Rank Mean Rank Mean importance
Having the appropriate technological

infrastructure 1 3.12 3 3.93 -0.81
Having a clear focus on 2 3.10 2 3.99 0.89
implementing/executing strategy

Organizing functions or large portions of the

company by market segment 3 3.06 10 3.47 -0.41
Organizing functions or large portions of the 4 306 " 335 0.29
company by market product

Maintaining flexible work processes 5 3.05 9 3.70 -0.65
Revamping work 6 3.03 7 3.73 0.70
procedures/processes/programs

Having access to adequate resources/tools 7 3.02 5 3.89 -0.87
Forming and maintaining teams to better

execute strategy 8 3.02 8 . -0.68
Ensuring clear accountability 9 2.99 1 3.99 -1.00
!—Iavmg an adaptive organizational 10 501 6 3.77 0.86
infrastructure

Ensuring appropriate decision-making speed 11 2.85 4 3.92 -1.07

62



Table Twenty-One

THE KEYS TO STRATEGY EXECUTION »

All Strategic Actions, by Mean Extent to Which Companies

Extent my
organization

Importance/
value to my

Take These Actions and the Perceived Importance of the Actions does organization
My company implements strategy by . . . Rank Mean Rank Mean
Revisiting strategy, at a minimum, once a year 1 3.49 21 3.88
Aligning strategy with the corporate vision/mission statement 2 3.46 5 3.99
Aligning organizational goals with strategy 3 3.46 3 4.02
rLTJWsejgtg?nz:yis_emv;Tjeatry](;)finctc;;nnrzgr;ication tools (such as newsletters, 4 343 3 379
Considering the execution of strategy to be a top corporate priority 5 3.41 9 3.97
Creating and maintaining highly visible support from leaders 6 3.34 23 3.87
Aligning business unit's goals with organizational goals 7 333 10 3.97
Aligning business units with strategy 8 3.33 8 3.98
Leveraging existing values and beliefs 9 3.30 36 3.75
Defining clear goals to support strategy 10 3.27 2 4.06
Creating a clear strategy 11 3.22 1 4.14
Integrating strategic goals into performance-management system 12 3.20 18 3.90
Hiring candidates based on their ability to support the strategy 13 3.20 7 3.98
Aligning work group/team goals with business unit goals 14 3.20 16 3.92
Regularly communicating progress to all employees 15 3.19 17 3.92
Developing progress measures/metrics 16 3.15 1" 3.96
Having the appropriate technological infrastructure 17 3.12 13 3.93
Customizing performance goals for individuals and units to support

strategy 18 3.12 28 3.81
Developing a compelling story 19 3.11 52 3.53
Having a clear focus on implementing/executing strategy 20 3.10 6 3.99
Aligning individual goals with work group/team goals 21 3.09 19 3.90
Demonstrating the ability to quickly and effectively execute when new

strategic opportunities arise 22 3.08 15 3.92
Clearly articulating the rationale and impact of the strategy 23 3.08 27 3.83
i)erggr?]r:ing functions or large portions of the company by market 2 306 - 347
Organizing functions or large portions of the company by market product 25 3.06 57 3.35
Maintaining flexible work processes 26 3.05 42 3.70
Building new workforce skills/competencies to support the strategy 27 3.04 12 3.94
Revamping work procedures/processes/programs 28 3.03 38 3.73
Having access to adequate resources/tools 29 3.02 20 3.89
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All Strategic Actions, by Mean Extent to Which Companies

Extent my
organization

Importance/
value to my

Take These Actions and the Perceived Importance of the Actions does organization
My company implements strategy by . . . Rank Mean Rank Mean
Empowering middle managers to do what it takes to meet strategic goals 30 3.02 26 3.85
Forming and maintaining teams to better execute strategy 31 3.02 40 3.70
Ensuring vertical information-sharing/feedback within business units 32 3.01 45 3.63
Providing opportunities to ask questions and modify plans 33 3.01 47 3.62
Preparing and implementing a comprehensive communication plan 34 3.00 33 3.79
Encouraging lateral information-sharing/feedback among business units 35 3.00 41 3.70
Translating organizational goals into actionable deliverables 36 3.00 22 3.88
Ensuring clear accountability 37 2.99 4 3.99
Addressing short-term concerns or reservations about new strategies 38 2.98 50 3.54
Focusing on a common threat 39 2.97 56 3.45
Building execution-focused leadership capabilities 40 2.97 24 3.87
Allowing feedback to influence the execution of plans 41 2.96 46 3.63
Creating new values and beliefs 42 2.93 53 3.50
;J;;rr]%égcr)éi)for displaying progress metrics (e.g., scorecards or 0 2.9 5 o
Creating execution implementation team(s) 44 2.92 44 3.63
gg::g;ﬁg;gg and development to build strategic-goal-supporting i S e - o
Having an adaptive organizational infrastructure 46 2.91 35 3.77
Using industry benchmarks to better execute strategy 47 2.91 54 3.48
Aligning incentives, rewards, and recognition to the strategy 48 2.90 34 3.78
Tailoring communication to different audiences 49 2.90 49 3.55
Designing an integrated infrastructure that supports execution 50 2.90 31 3.80
Providing clear, coordinated plans 51 2.85 29 3.81
Ensuring employees at all levels feel engaged in and motivated by the

execution process 52 2.85 25 3.86
Ensuring appropriate decision-making speed 53 2.85 14 3.92
Empowering first-line supervisors to do what it takes to meet

strategic goals >4 2.80 39 3.71
Eliminating conflicting objectives in regard to meeting the strategy 55 2.79 37 3.73
Working to reduce fear of change among employees 56 2.69 51 3.54
Utilizing succession planning to develop leaders who are good at

strategy execution 57 2.64 43 3.69
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All Strategic Actions, Sorted by the Difference Between Extent my Importance/

Mean Extent to Which Companies Take These Actions and the organization | value to my

Perceived Importance of the Actions does organization

My company implements strategy by . . . Mean Mean Difference
Ensuring appropriate decision-making speed 2.85 3.92 -1.07
g[t:alltzeg? z;giﬁiis;cr)]n planning to develop leaders who are good at 564 360 105
Ezzglrjitri]gnegglccgies at all levels feel engaged in and motivated by the 285 386 101
Ensuring clear accountability 2.99 3.99 -1.00
Providing clear, coordinated plans 2.85 3.81 -0.96
Eliminating conflicting objectives in regard to meeting the strategy 2.79 3.73 -0.94
Creating a clear strategy 3.22 4.14 -0.92
Etnrwapt(;\éviirgnoga;‘;rst line supervisors to do what it takes to meet 280 371 0.9]
Building new workforce skills/competencies to support the strategy 3.04 3.94 -0.90
Building execution-focused leadership capabilities 2.97 3.87 -0.90
Designing an integrated infrastructure that supports execution 2.90 3.80 -0.90
tJ;,rl:gettr;::ilzg and development to build strategic-goal-supporting 291 381 0.90
Aligning incentives, rewards, and recognition to the strategy 2.90 3.78 -0.88
Translating organizational goals into actionable deliverables 3.00 3.88 -0.88
Having a clear focus on implementing/executing strategy 3.10 3.99 -0.89
Having access to adequate resources/tools 3.02 3.89 -0.87
Having an adaptive organizational infrastructure 2.91 3.77 -0.86
Working to reduce fear of change among employees 2.69 3.54 -0.85
?tiggg?g?;g]grtt::issili;yr/i;cs quickly and effectively execute when new 3.08 392 0.8
Empowering middle managers to do what it takes to meet strategic goals 3.02 3.85 -0.83
Developing progress measures/metrics 3.15 3.96 -0.81
Aligning individual goals with work group/team goals 3.09 3.90 -0.81
Having the appropriate technological infrastructure 3.12 3.93 -0.81
Preparing and implementing a comprehensive communication plan 3.00 3.79 -0.79
Defining clear goals to support strategy 3.27 4.06 -0.79
Hiring candidates based on their ability to support the strategy 3.20 3.98 -0.78
Clearly articulating the rationale and impact of the strategy 3.08 3.83 -0.75
Regularly communicating progress to all employees 3.19 3.92 -0.73
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All Strategic Actions, Sorted by the Difference Between Extent my Importance/

Mean Extent to Which Companies Take These Actions and the organization | value to my

Perceived Importance of the Actions does organization

My company implements strategy by . . . Mean Mean Difference
Aligning work group/team goals with business unit goals 3.20 3.92 -0.72
Creating execution implementation team(s) 2.92 3.63 -0.71
Encouraging lateral information-sharing/feedback among business units 3.00 3.70 -0.70
Integrating strategic goals into performance-management system 3.20 3.90 -0.70
Revamping work procedures/processes/programs 3.03 3.73 -0.70
;L:zigg;izing performance goals for individuals and units to support 312 381 0.69
Forming and maintaining teams to better execute strategy 3.02 3.70 -0.68
Allowing feedback to influence the execution of plans 2.96 363 -0.67
Using tools for displaying progress metrics (e.g., scorecards or

dashboards) 2.92 3.59 -0.67
Tailoring communication to different audiences 2.90 3.55 -0.65
Aligning business units with strategy 333 3.98 -0.65
Maintaining flexible work processes 3.05 3.70 -0.65
Aligning business unit's goals with organizational goals 333 3.97 -0.64
Ensuring vertical information-sharing/feedback within business units 3.01 3.63 -0.62
Providing opportunities to ask questions and modify plans 3.01 362 -0.61
Creating new values and beliefs 2.93 3.50 -0.57
Using industry benchmarks to better execute strategy 2.91 3.48 -0.57
Addressing short-term concerns or reservations about new strategies 2.98 3.54 -0.56
Considering the execution of strategy to be a top corporate priority 3.41 3.97 -0.56
Aligning organizational goals with strategy 3.46 4.02 -0.56
Creating and maintaining highly visible support from leaders 3.34 3.87 -0.53
Aligning strategy with the corporate vision/mission statement 3.46 3.99 -0.53
Focusing on a common threat 2.97 345 -0.48
Leveraging existing values and beliefs 3.30 3.75 -0.45
Developing a compelling story 311 353 -0.42
Sergr?]r:rﬂng functions or large portions of the company by market 3.06 347 041
Revisiting strategy, at a minimum, once a year 3.49 3.88 -0.39
Using a wide variety of communication tools (such as newsletters,

meetings, e-mail, and intranets) 3.43 3.79 -0.36
Organizing functions or large portions of the company by market product 3.06 335 -0.29
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The Mean Extent to Which Higher Performers and Lower Performers Take These Strategic Actions,

Ranked by the Mean Differences

Higher Lower
My company implements strategy by . . . Performers Performers | Difference
Demonstrating the ability to quickly and effectively execute when new
strategic opportunities arise 3.45 2.75 0.70
Having a clear focus on implementing/executing strategy 3.44 2.81 0.63
Creating a clear strategy 3.57 2.94 0.63
Having an adaptive organizational infrastructure 3.25 2.63 0.62
Translating organizational goals into actionable deliverables 3.32 2.72 0.60
Defining clear goals to support strategy 3.58 2.99 0.59
Building execution-focused leadership capabilities 3.28 2.70 0.58
éJttrgltzelgi] Z)L:giszs(i)?]n planning to develop leaders who are good at 295 738 0.57
Aligning incentives, rewards, and recognition to the strategy 3.19 2.63 0.56
Aligning organizational goals with strategy 3.74 3.19 0.56
Providing clear, coordinated plans 3.17 2.62 0.55
Building new workforce skills/competencies to support the strategy 3.31 2.76 0.55
(E:Zéjlrjlt?gnegglcc;ﬁes at all levels feel engaged in and motivated by the 314 260 0.54
Revisiting strategy, at a minimum, once a year 3.79 3.25 0.54
Ensuring appropriate decision-making speed 3.13 2.59 0.54
Considering the execution of strategy to be a top corporate priority 3.69 3.16 0.53
Empowering middle managers to do what it takes to meet strategic goals 3.28 2.76 0.52
Eliminating conflicting objectives in regard to meeting the strategy 3.06 2.53 0.53
Hiring candidates based on their ability to support the strategy 3.47 2.96 0.51
Developing progress measures/metrics 3.40 2.90 0.50
Designing an integrated infrastructure that supports execution 3.16 2.66 0.50
Using a wide variety of communication tools (such as newsletters,
meetings, e-mail, and intranets) 3.71 3.20 0.51
Ensuring clear accountability 3.26 2.76 0.50
Aligning individual goals with work group/team goals 3.37 2.88 0.49
Empowering first-line supervisors to do what it takes to meet
strategic goals 3.06 2.57 0.49
Customizing performance goals for individuals and units to
support strategy 3.39 2.90 0.49
Integrating strategic goals into performance-management system 3.46 2.97 0.49
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The Mean Extent to Which Higher Performers and Lower Performers Take These Strategic Actions,

Ranked by the Mean Differences

Higher Lower
My company implements strategy by . . . Performers Performers | Difference
Clearly articulating the rationale and impact of the strategy 3.34 2.87 0.47
Aligning business units with strategy 3.56 3.09 0.47
Creating and maintaining highly visible support from leaders 3.58 3.11 0.47
Aligning strategy with the corporate vision/mission statement 3.70 3.23 0.47
Using industry benchmarks to better execute strategy 3.19 2.73 0.46
Aligning work group/team goals with business unit goals 3.45 2.98 0.47
Aligning business unit’s goals with organizational goals 3.57 3.1 0.46
Leveraging existing values and beliefs 3.54 3.09 0.45
Ensuring vertical information-sharing/feedback within business units 3.24 2.79 0.45
Having access to adequate resources/tools 3.27 2.83 0.44
Preparing and implementing a comprehensive communication plan 3.24 2.80 0.44
Creating new values and beliefs 3.15 2.71 0.44
Regularly communicating progress to all employees 3.40 2.96 0.44
Working to reduce fear of change among employees 2.92 2.49 0.43
Creating execution implementation team(s) 3.1 2.68 0.43
Forming and maintaining teams to better execute strategy 3.27 2.84 0.43
Revamping work procedures/processes/programs 3.28 2.86 0.42
Developing a compelling story 3.36 2.93 0.43
Using tools for displaying progress metrics (e.g., scorecards or dashboards) 3.14 2.73 0.41
Addressing short-term concerns or reservations about new strategies 3.18 2.78 0.40
Allowing feedback to influence the execution of plans 3.15 2.76 0.39
Organizing functions or large portions of the company by market product 3.28 2.89 0.39
t.losggettr:r:r;ilzg and development to build strategic-goal-supporting 312 573 0.39
Encouraging lateral information-sharing/feedback among business units 3.19 2.80 0.39
Maintaining flexible work processes 3.26 2.89 0.37
Providing opportunities to ask questions and modify plans 3.19 2.82 0.37
Having the appropriate technological infrastructure 3.34 2.98 0.36
Tailoring communication to different audiences 3.09 2.73 0.36
Organizing functions or large portions of the company by market segment 3.22 2.90 0.32
Focusing on a common threat 3.1 2.83 0.28
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To what extent do these factors influence your organization’s
ability to execute strategic plans today, and to what extent
will they influence it in 10 years? Today In 10 Years | Difference
Customer needs and demands 4.08 4.42 0.34
Workforce capability 3.64 4.06 0.42
Technological changes 3.60 4.08 0.48
Internal creativity or innovativeness 3.51 4.06 0.55
Organizational resilience 3.50 3.97 0.47
Employee attitudes and behaviors 3.48 4.04 0.56
Clear corporate identity 3.48 3.85 0.37
Shared sense of commitment 3.46 4.06 0.60
Management responsiveness 3.43 4.05 0.62
Workers' trust in leadership 3.43 4.05 0.62
Organizational agility 3.38 4.00 0.62
Shareholder attitudes and behaviors 3.36 3.57 0.21
Competitors’ business tactics 3.21 3.59 0.38
The degree to which employees are empowered to pursue strategic goals 3.16 3.88 0.72
Table Twenty-Five

To what extent do these factors influence your organization’s Higher Lower

ability to execute strategic plans today? Performers Performers

Customer needs and demands 4.27 3.96

Workforce capability 3.79 3.56

Technological changes 3.70 3.51

Internal creativity or innovativeness 3.69 3.32

Organizational resilience 3.67 3.40

Clear corporate identity 3.74 3.25

Employee attitudes and behaviors 3.68 334

Shared sense of commitment 3.67 3.26

Management responsiveness 3.59 3.31

Workers trust in leadership 3.64 3.24

Organizational agility 3.60 3.21

Shareholder attitudes and behaviors 3.49 3.31

Competitors’ business tactics 3.24 3.14

The degree to which employees are empowered to pursue strategic goals 3.36 2.98
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Barrier Questions and Results

Table Twenty-Six

To what extent do these factors influence your organization’s

ability to execute strategic plans today, and to what extent

will they influence it in 10 years? Today In 10 Years | Difference
Lack of adequate resources 3.18 3.00 -0.18
Government regulations 3.09 3.17 0.08
Lack of follow-through 3.08 2.85 -0.23
Competitive pressures 3.06 3.24 0.18
Inadequate communication and feedback 3.06 2.88 -0.18
Lack of performance-management links to outcomes 3.03 2.75 -0.28
Culture not ready for change 3.02 2.74 -0.28
Economic conditions are not favorable 3.01 333 0.32
Confusion over goals or expectations 2.99 2.78 -0.21
Conflicting accountabilities 2.98 2.86 -0.12
Reliance on outdated assumptions/practices 2.97 2.77 -0.20
Inability to engage individuals who are affected by change 2.94 2.78 -0.16
Lack of appropriate technology 2.93 2.79 -0.14
Unrealistic leadership expectations 2.92 2.82 -0.10
Inability to predict change 2.88 2.95 0.07
Not understanding reason for strategy 2.86 2.68 -0.18
Lack of management support for execution 2.83 2.70 -0.13
Employee distrust of management 2.81 2.59 -0.22
Fear of retribution for questioning the way things are done 2.78 2.54 -0.24
Too fast a pace of change 2.76 2.77 0.01
The globalization of operations 2.54 2.80 0.26
Employee belief that the strategy is leading the firm in the wrong direction 2.53 2.57 0.04

Note: Bold numbers indicate factors that are projected to grow in importance over the next decade.
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Table Twenty-Seven

To what extent do these factors hinder your company from Higher Lower
better executing strategy today? Performers Performers
Government regulations 3.06 3.13
Lack of adequate resources 3.06 3.28
Competitive pressures 2.99 3.13
Inadequate communication and feedback 2.91 3.22
Lack of follow-through 2.86 3.25
Economic conditions are not favorable 2.83 3.23
Lack of performance-management links to outcomes 2.83 3.25
Conflicting accountabilities 2.82 3.12
Confusion over goals or expectations 2.80 3.20
Inability to engage individuals who are affected by change 2.80 3.09
Lack of appropriate technology 2.80 3.05
Unrealistic leadership expectations 2.78 3.07
Culture not ready for change 2.77 3.23
Reliance on outdated assumptions/practices 2.77 3.14
Inability to predict change 2.76 3.02
Too fast a pace of change 2.71 2.84
Lack of management support for execution 2.67 2.94
Not understanding reason for strategy 2.65 3.03
Employee distrust of management 2.63 3.02
The globalization of operations 2.58 2.50
Fear of retribution for questioning the way things are done 2.56 3.01
Employee belief that the strategy is leading the firm in the wrong direction 2.31 2.75
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