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In an ongoing global survey of senior executives, more than half of the respondents said
they didn’t think their company had a winning strategy, and two-thirds said they didn’t
think their organization had the right capabilities to execute its strategy. Baffled by these
findings, we set out to find and study examples of extraordinary companies that close the
gap between strategy and execution — companies such as Amazon, Apple, CEMEX,

Danaher, Frito-Lay (the snacks enterprise within PepsiCo), and Haier. What we found
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surprised us: Companies that are great at both strategy and execution don’t follow the
prevailing practices of their industries. Instead, leaders of these companies excel at five

unconventional acts — management practices that contradict conventional wisdom.

First, these companies commit to an identity. They avoid getting trapped on a growth
treadmill, chasing multiple market opportunities where they have no right to win. Instead,
they are clear-minded about what they do best, developing a solid value proposition and

building distinctive capabilities that will last for the long term.

Take IKEA. From starting as one store in a Swedish forest to becoming the world’s leading
home furnishing brand, it has always stayed true to its identity: “Creating a better
everyday life for the many people.” Everything IKEA does — from its deep research

into how people actually live at home to its frugal self-pick, self-carry, and self-assembly

model — is designed to deliver on the promise of who the company is and what it does best.

Second, many managers assume they should adopt the best practices of their industry and
treat external benchmarking as the established path to success. But the companies we
studied believe otherwise. They translate the strategic into the everyday. They design and
build their own bespoke capabilities that set them apart from other companies. Then they

bring those capabilities to scale in their own distinctive ways.

For example, the Spanish apparel retailer Inditex, known for its clothing brand Zara, has
turned the fashion industry on its head by perfecting its capabilities in fast, fashion-
forward design and rapid-response manufacturing. This allows Zara to deliver an

astonishing 36,000 new designs a year to more than 1,900 stores around the globe.

Another standard business practice for solving execution problems is structural change:
reworking the org chart and rethinking incentives. The culture of the enterprise, if
considered at all, is seen as a hindrance. But the companies we studied resist disruptive
reorganizations and instead put their culture to work. They tap the power of the ingrained
thinking and behavior that already exists below the surface in their company, using

culture, not structure, to drive change.



The Brazilian company Natura does this beautifully. Its corporate culture celebrates
relationships and nature above all else, which has helped it attract 1.5 million sales
consultants. These brand zealots build relationships with seemingly every woman in South

America, making Natura the region’s largest beauty and personal-care-product enterprise.

Fourth, a conventional company might try to reduce costs across the board by going lean
everywhere. But the companies we studied cut costs to grow stronger. They marshal their
resources strategically, doubling down on the few capabilities that matter most and

pruning back everything else.

That’s how Lego went from losing a million dollars a day in 2004 to being the world’s
largest toy company in 2015. The company had major expenses in areas like like clothing
and theme parks, where it didn’t have the capabilities to win. Lego cut these businesses.
And invested more in the things that make Lego truly special. Things like extending digital
play from “bricks to clicks” and growing the global Lego community. Brick by brick this
brought Lego back to profitability.

Finally, these companies are not trying to simply become agile. They don’t respond to
external change as rapidly as possible. Instead, they shape their future by creating the

change they want to see.

Starbucks is a classic example. Its customers thought they just wanted coffee, but CEO
Howard Schultz knew they wanted “a third place,” beyond home and work, to gather. With
22,000 stores and counting, the company continues to develop its concept and to

dominate the “coffee and community” space it created.

Operating as these companies do takes a lot of confidence. That’s why the quality and
caliber of top leadership is so important. The companies’ executives eschew conventional
wisdom, not for the sake of nonconformity in itself, but because they are focused on the
fundamental questions about a company’s strategy, such as: Who do we want to be? What

is our chosen value proposition? And they’re just as focused on fundamental questions of



execution: What can we do amazingly well that no one else can? What other capabilities do
we need to develop? How will we blueprint, build, and scale those capabilities — and put

them to use?

They consider all these questions at the same time, in the same conversations with the
same teams, so that strategy and execution are closely integrated in every decision. They
do all this boldly, with the confidence and acumen that comes from having earned the right
to win, the ability to engage in a chosen market with capabilities that consistently

outmatch competitors.

We do not hold up the five acts of leadership as the only path a winning company might
follow. But they are the only path we know that closes the strategy-to-execution gap. And

no other path seems to provide the same kind of long-term sustainable success.
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EPDAssets 2daysago

The two points that | think are key are:

Maintain agility while still focusing on core strengths (avoiding the hedgehog mentality) and

Creating your own future - which can include embracing the potential of killing off a business through
disruptive innovation. (Focusing on core strengths can also mean recognizing the need to shift how those
are employed?)

REPLY 0@0@

Robin speculand 7 days ago

A well written article that bucked the trend in what most leaders believe. As more strategy executions fail
than succeed we need to do something different. Allocating resources, putting the culture to work (a great
term), cut costs to grow stronger and shaping the future are powerful messages. In the approach we use
"translate the strategic into the everyday" is at the core of everything else as it defines the right actions to
take. I also agree with Antonio FOCUSED model.

Robin
Global pioneer in strategy execution and creator of the www.implementation-hub
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ANTONIO Nieto-Rodriguez 9 days ago

Interesting thoughts very close to the premise of my book to successful strategy execution: FOCUSED
(www.thefocusedorganization.com).

The common characteristics of the best organisations in the long term is:

- F ewer projects & products => focus on one market at the time and have a few strategic initiatives

- O regained staff => people work on what they excel at, like in an orchestra, everybody has its place

- C ompetitive mindset => there is a wining culture, competition is outside, which avoids silos

- U rgency => there is a sense of urgency across the organization, often with a clear finish line well known
- S trategic alignment => every product sold is aligned with that envisioned goal

- E xcellence => successful organizations distil excellence in everything they do, server or produce

- Discipline => discipline in making choices, discipline in execution



These companies excel in the short term, while keep thinking and working on the future, they have
developed the very scarce ambidextrous capabilities.

Best wishes.
Antonio
www.antonionietorodriguez.com
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Davy Nzekwa 9 days ago

Focus on your core activities, design the future instead of following others...great insights
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karen ticktin 11days ago
Accepting what aren't your core capabilities takes guts but pays off.
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icah banjarmasin 11 days ago

Thanks Paul..
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Sravan Muthiraj 11 days ago

Great article - Leaders make a huge difference in how and where a company goes. Conservative leadership
has to be disrupted!
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