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The evolution of strategy 

 Adam Smith – ‘invisible hand’: where self-interested behaviour self-regulated the market and was the core 
developmental and structuring impetus of modern business. 

 Alfred Chandler – ‘visible hand’: how capitalist function, administrative structure and managerial coordination 
are the core developmental and structuring impetus of modern business. 

 Porter: firm’s profitability was determined by the characteristics of its industry and by its position in that 
industry, and these factors determine the organisation’s overall strategy (be a low-cost producer, or differentiate 
its products or offerings in a unique way that would allow it to command a higher profit margin.) 

 Mintzberg: strategy should be flexible, develop continuously and emerge from ‘intuition and creativity’. 
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Differentiating strategy from tactics 

 Carl von Clausewitz: ‘Tactics is the art of using troops in battle; strategy is the art of using battles to win wars’. 
 Operational effectiveness can be likened to tactics, whereas a true competitive strategy attempts to transform 

the activities performed 
 Figure 1.1: Operational effectiveness versus strategic positioning 
      The productivity frontier (Efficient Frontier) 
o the curve where the most efficient performers in the industry are placed 
o The vertical axis refers to the differences between competitors, other 
than the price of the item. 
o Most organisations sit below the ‘productivity frontier’. 
o Although organisations are continuously moving closer to the 
productivity frontier, simultaneously the productivity frontier continues to 
be pushed out. 
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The emergence of strategy 

 Strategy is the means by which senior management communicates the tasks of coordinating complex activities 
towards the achievement of organisational goals. 

 Serves to legitimise the position and role of management and the direction which they take as an organisation 
 More important in a globalised economy – which creates a more complex operating environment 
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Developing the strategy 
1. Strategic Analysis: where are we today? 

o Collect external and internal forms of data, including market and industry information and data related to 
finance, competition and benchmarking (Modules 2 & 3) 

o Undertake a detailed analysis of the external influences the affect the organisation’s performance including 
industry, market and competition analysis (M2) 

o Conduct diagnostic review of internal operations and current performance (M3) 
o Analyse internal performance including using comparators from industry competitors (M3) 
o Review existing product / service offerings and identify new / improvement opportunities (M3) 

2. Defining the Future State: where are we going and by when? 
o Identify the growth areas for the organisation, including new product development, innovation and 

penetrating new markets (M4) 
o Develop an overarching vision and supporting mission to drive the strategic direction of the org. (M5) 
o Identify and agree on values are guiding principles (M5) 
o Validate and agree on SMART goals to achieve vision and mission (M5) 

3. Evaluating Options and Developing the Plan: how are we going to get there? 
o Develop and evaluate strategic drivers and options (M5) 
o Identify and evaluation high-level strategic themes (M5) 
o Senior management team to agree on strategic direction, options and themes from the data collected to 

date (M5) 
o Develop the detailed strategic plan (M5) 
o Define key performance measures for agreed strategies and agree on reporting mechanisms (M5) 
o Review and validate new model and identify and correct any gaps (M5) 

4. Implementation: how do we implement the strategy? 
o Design and develop detailed implementation plans and project briefs (M6) 
o Implement the strategy (M6) 
o Manage change (M6) 
o Monitor implementation and performance (M6) 

 Leadership and decision-making are required in every phase. 
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Ethics in leadership 

 Corporate misconduct often results from the failure of leaders to establish and enforce ethical compliance with 
their organisations operating procedures. 

 Ethical issues often arise in situations where people have power and influence over others, and for this reason, 
leadership and ethics are closely linked. 

 Ethics and morals guide leaders, while rules and laws can restrict their behaviour and ensure they act 
appropriately. 

 Classical view of ethics 
o The primary obligation of senior management is to provide a return on investment to the owners of the 

organisation for which they work. 
 Socioeconomic view of ethics 

o Leaders of organisations have a responsibility to the society that creates and sustains them. 
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APPROACHES TO STRATEGY 26 

Rational approach 

 Based on a linear and mechanistic model, in which the conception and execution of strategy are treated as 
discrete sequential activities. 

 Necessary to consider the vision, missions, values and goals of the organisation – as this helps understand how to 
move the organisation from its current state (using all the resources available) to a more desirable future state 
(including one that fits with the organisation’s longer term aspirations). 

 

 

STRATEGY PROCESS 
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STRATEGIC THINKING  
 Strategic thinking is about linking concepts to operational practices, and being able to understand and articulate 

the big picture in terms of an organisation’s potential directions and developments. 
 An effective leader needs to be capable of seeing the big picture and understanding how that picture is changing 

in order to conceive of the current and future contexts in which their organisation is and will be operating. Too 
much focus on the specifics of the situation faced today can constrain strategic thinking. 

 Effective leaders should be able to conceptualise and articulate in clear terms their organisation’s strategic 
position and direction. This conceptualisation requires an understanding of two dynamics:  

o The integration and alignment of the people and functions inside the organisation. 
o The relationship between the organisation and its environment—the degree to which an organisation is 

meeting or exceeding the needs of its external stakeholders. 
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Linking strategic thinking and strategic planning  

 Leaders and managers to focus creative energy in a synergistic and intuitive manner, rather than getting bogged 
down in linear thinking, rigid processes and established routines 
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Strategic fit and strategic stretch 

 Matching the organisation’s goals, values, assets and capabilities, structures and systems to the external 
environment. 

 Strategic fit: ensuring that the organisation can meet the challenges associated with its environment and the 
changes occurring within in. 
o Examples: Small company has identified a niche in the market for selling high-quality fashion footwear, and 

it protects this market because of its capability for production quality and because it employs a skilled 
marketing organisation 
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 Strategic stretch: thinking outside the box in developing alternative products and services, or exploring new ways 
of operating to provide existing products and services 

 
Strategy equation  

 Strategy is the fit and stretch between an organisation and its environment—its market and industry. 
1. An alignment or fit of an organisation’s strategy with its parts: Culture and subcultures, power and politics, 

leadership, systems of technology, information, communications, finance, operations and marketing. 
2. A fit between an organisation and its environment: Strategy is about managing this fit, and achieving 

stretch; that is, leveraging resources to position the organisation, relative to its rivals, for future competitive 
advantage and being proactive to avoid strategic drift or strategic inertia. 
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LEVELS OF STRATEGY 36 

Corporate strategy 

 Thompson & Strickland et al. (2007) identified the following initiatives of corporate strategy: 
o establish business positions across a number of industries; 
o boost the combined performance of the businesses and improve competitive position; 
o capture and use the synergy among the businesses to improve competitive advantage; and 
o effectively allocate corporate 

 

Business strategy 

 The distinction between corporate and business strategy is only relevant for diversified organisations. 
 A business unit is a strategic grouping of businesses within a larger corporate group. 

 

Functional strategy 

 Operates at the level of the department or functional activities in the business (e.g. marketing, finance, 
operations etc). 

 

THE GLOBAL CONTEXT OF BUSINESS 
 The term ‘globalisation’ refers to international organisations with operations in many countries that are 

integrated in some way through finance, production, marketing or sales activities. 
 Global business activities can take the form of import/export businesses, entering into licensing or franchising, 

joint venture arrangements with a local organisation, strategic alliances and/or by operating a wholly-owned 
foreign subsidiary in the local market.  
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Drivers of globalisation 

Four primary and converging forces: 
Competitive forces Removal of trade barriers, expansion of multinational companies  
Technological forces Costs of transport and telecommunications have reduced  
Social forces Convergence in global consumer tastes i.e. coffee, mobiles, PCs  
Political forces WTO encouragement of relaxation of trade barriers  
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Challenges of globalisation  

Competition  The number and type of competitors have typically increased as more countries open up 
for trade  
e.g. car industry (US and Japanese entering the EU car market - already crowded).  

Distribution  Requires greater coordination and logistical skill to execute across markets  
May require regional subsidiaries to operate autonomously or the implementation of 
standardised products across the portfolio.  

 



Macro- economic  Changes in trading environments need to be understood (e.g. GDP, labour costs, 
consumption patterns)  

Socio- economic  Social and economic structure and practices differ across locations  
For example, Anglo-American: market based systems; Europe: relationship based system  

Financial  Variation in interest rates, inflation rates and taxation systems  
Legal  Differing laws and regulations  
Physical  Basic infrastructure levels (roads, energy and water) may be different. May be necessary 

to establish essential infrastructure in order to operate the business  
Political  Differing governments and international agencies.  

International agencies such as World Bank, IMF, UN, WTO  
Socio-cultural  Different cultures, values, beliefs and ways of doing business.  
Labour  Employment and industrial relations institutions and practices differ across countries and 

regions  
Technological  Technological break throughs, utilisation of online platforms etc  
Globalisation risk  Globalised risks such as health (epidemics), computer viruses, corporate governance 

gailures, scams and frauds, contagion (e.g. GFC)  
 

Benefits of globalisation 

 As per Lasserre (2003): 
Cost  Economies of scale delivered by standardisation of products and processes, with greater 

access to raw materials, components and equipment.  
Timing  Coordinated approach to product development and launching. Targeting optimal market 

volumes across all locations.  
Learning  Higher rates of learning can be secured by the coordination of more rapid rates of 

information transfer across countries and subsidiaries (eliminating knowledge silos)  
Arbitrage  By using resources in different subsidiaries in different countries to take advantage of the 

price differentials across locations.  
 

 

Value of localisation 

 A central problem confronted in any ambitious globalisation plan is that customer needs differ 

 

THE ROLE OF THE ACCOUNTANT IN STRATEGY DEVELOPMENT 
 Accountants are more likely to work in partnership with local and/ or international cross-functional teams, 

dealing with different cultures and business practices. 
 ‘Big data’ is the term commonly used for the exponentially increasing data sets created from the millions of 

interactions that occur every day with internet-created devices. 
 CPAs are now required to identify which structured and unstructured forms of data could be used for these ends 
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The accountant as a strategic business driver 

 The accounting discipline is becoming more integrated 
with the discipline of strategic analysis and strategic 
decision-making. This integration has broadened the 
accountant’s role to include: 
o the assessment of the financial impact of external or 

market changes on existing and proposed strategies; 
o the analysis of the profitability of market segments, 

customers, brands and product attributes; 
o the costing analysis of the value chain to identify 

cost and value drivers; and 
o financial evaluation to inform decision-making for 

the selection of a strategic option for the 
organisation. 

 CPAs have a key role to play in influencing and facilitating 
strategy through resource and budget allocations, and in 
translating higher level strategic goals into specific 
growth and earnings targets and measures for operating 
managers. 

50 

  


