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Introduction


What is this book about?

In this book, business performance is defined as the ability to win and keep customers. It therefore argues that the creation of sales and customer strategy provides the route to outstanding business performance in B2B markets.

The book begins by discussing how strategy is created through strategic direction, customer strategy, the value proposition and sales process, and then moves into how strategy is implemented through business purpose, people and performance and development and motivation. In this way, it brings together all the essential elements of both strategy creation and strategy implementation, and introduces new and powerful techniques to the areas of customer targeting, the creation of customer value, and in more effective ways of engaging with customers. Additionally, the book introduces new ways of looking at leadership, organization structure and performance management.

This book argues that the creation and implementation of strategy is ultimately a management responsibility, and it therefore emphasizes the role of management during each step of strategy creation and strategy implementation, putting the creation of strategic customer relationships at the forefront of management thinking. Given that the most important customer relationships in B2B markets are created through personal interactions, this book emphasizes the importance of the direct sales role and the need for highly skilled sales professionals.

Additionally, this book argues that the implementation of sales and customer strategy should provide the organizing rationale and operational blueprint for the whole organization.

Who is this book for?

The book is essentially a practitioner’s toolkit of ideas and techniques in sales and customer strategy – a complete manual for leaders and managers wanting to create and manage strategy in their organization. For the first time in one volume, this book brings together all that is necessary to create outstanding business performance in B2B markets to provide essential reading for all managers and business leaders involved in either creating or managing strategy for their organization. This will include managing directors, general managers, marketing directors, sales directors and sales managers, all of whom are responsible for the business performance of their organizations. The book will be relevant to those working in both small and large organizations, but particularly for those organizations that have grown to the point where they now require more structured thinking in all aspects of sales, customer strategy and commercial organization. Additionally, this book will be relevant to those studying for postgraduate degrees in management, business or marketing, particularly in the areas of B2B marketing or strategic sales management.

How does this book work?

This book is based on management theory but augmented by many years of consultancy experience with organizations in the B2B marketplace such as AXA Insurance, Mercedes-Benz, Royal Mail and Pirelli. This client work has led to the development of a unique and powerful framework that brings together all the factors involved in creating outstanding business performance in the B2B marketplace. This framework forms the structure of the book – the Business Performance Value Chain. The book is full of examples, exercises and case studies and is based on a learning and development process proven in many consultancy assignments with clients from most industry sectors.

First, the book looks to stimulate awareness of the various issues affecting business performance in B2B markets and of the various techniques that are available to address them. Secondly, through examples and further explanation, it aims to create understanding of how these issues and techniques can come together. Thirdly, the process goes on to generate insights into what this understanding means for the organization’s specific situation in its own marketplace. And finally, the book seeks to inspire action by providing a route map and next steps for leaders and managers to follow.

A further objective of the book is to demystify some of the more academic areas of business strategy and to make them more accessible to the business practitioner. The tools and techniques outlined in this book are therefore meant to be used in the real world of sales and customer strategy, and are designed for the purpose of improving organizational effectiveness and business performance.








PART ONE

Sales and Customer Strategy
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Sales and customer strategy in B2B markets


The importance of sales and customer strategy

The premise of this book is that for organizations operating in the B2B environment, the winning and keeping of customers is of strategic importance and is fundamental to overall business performance. The creation and implementation of sales and customer strategy must therefore take centre stage in terms of both management thinking and management actions.

This has always been important but is becoming increasingly so, as Professor Nigel Piercy of Warwick Business School outlines in his book, Strategic Customer Management:


The front end of our companies is moving into an era of strategic customer management. The sales organization is becoming a strategic imperative rather than a tactical tool.

For many companies, the strategic management of customers and customer relationships has become a higher priority than conventional marketing activities, which is why we are already seeing major organizations transferring resources from marketing to strategic sales and account management initiatives to achieve better alignment and to achieve the goals of business strategy.

There is a growing consensus that traditional approaches to marketing and sales are doomed to fail, and in particular that the shaping of the selling function has become a strategic corporate issue, requiring clarity about the new sales role, new structures and new management approaches.

The conclusion to which we are drawn is that increasingly the ability of companies to achieve competitive superiority and enhanced business performance through the way they manage customer relationships is a core capability, but one which has been largely ignored by conventional sales and marketing thinking.

This book therefore takes as its overall rationale the strategic nature of customer relationships in the determination of business performance to address such questions as:


•What do we want the business to achieve?

•How do we translate this overall vision of the future into practical objectives and activities?

•In what ways will we measure and acknowledge success?

•How can we create unique customer value from our product and service offering?

•Which customers and prospects represent the best opportunities for business growth?

•How should we deliver our value proposition to our target customers?

•How should we organize the business to deliver customer satisfaction and loyalty?

•What are the roles and responsibilities of both leadership and management in ensuring our success?

•How do we generate a sense of purpose that guides the organization?

•What roles do culture and values have in shaping our behaviour?

•What kind of people do we need to deliver our sales and customer strategy?

•How do we motivate and develop our organization to ensure optimum business performance?


The central role of the sales organization in creating and developing customer relationships in the B2B marketplace is of crucial importance. This book therefore emphasizes this direct sales role and looks in detail at those high-level sales skills and techniques necessary for success.

The importance of sales and customer strategy is not only confined to customer-facing activities and roles; it must also inform all other areas and activities within the B2B organization. In doing so, sales and customer strategy must succeed where other business and management initiatives have failed.

Marketing was going to put the customer first. It was going to organize the business around creating customer value and profit. Unfortunately, in many cases marketing only created marketing departments that effectively said to the rest of the organization: ‘Leave the customer to us, just get on and do your own job.’ As a result, marketing never really assumed the strategic role it should have attained and did not create the vision and organizing rationale that such a position would have achieved.

Then there was customer relationship management (CRM). CRM was going to revolutionize the business world by bringing together in one place all elements of customer information and making this detailed and up-to-date customer information readily available across the whole organization. This sharing of all customer information would then in some way lead to the optimum management of all customers, providing them with both the services and the relationship they deserved.

Unfortunately, however, CRM has often failed to deliver on these lofty promises and in many cases has left organizations with hugely expensive investments in hardware and software that have yet to pay for themselves. A much more serious issue is that CRM has in many cases created a barrier between the organization and the customer, with customers left feeling remote and removed from those organizations they previously felt close to, relegated to bit-part players dangling on the end of a phone to some Indian call centre. Such organizations appear happy to hide behind processes and technology that keep their customers at arm’s length – hardly a move to create and develop customer relationships.

So what about business strategy? Strategic thinking by the big cheeses at the top of the organization was going to result in a ‘vision’ that would guide the organization to the Promised Land. But apart from earning the McKinseys of this world exorbitant fees, all this strategic visioning seemed to do was to create some cute PR and a series of meaningless platitudes that meant very little to the guy on the shop floor or in the back office.

So why should sales and customer strategy be any different? In the B2B marketplace, unlike in B2C, organizations can usually identify each of their customers individually and can therefore enter into individual relationships with them. As a consequence, it is much easier to organize the business around meeting the requirements and expectations of customers in the B2B marketplace. Creating the Strategy: Winning and keeping customers in B2B markets aims to finally address the above issues by putting the customer and the customer relationship at the forefront of business thinking and organizational design. In this way, sales and customer strategy drives all other aspects of business strategy.

The Business Performance Value Chain

The Business Performance Value Chain is central to the overall philosophy and process followed in this book. This unique and powerful framework puts the winning and the keeping of customers at the forefront of all strategic thinking to generate outstanding business performance. The framework is responsible for introducing all the elements involved in the creation of sales and customer strategy and for generating the essential insights that drive all activities and behaviour within the organization.

The whole process consists of a series of interlinked elements that must all come together in a coordinated way to create outstanding business performance. Without a powerful sales and customer strategy, management actions would take place in a vacuum and would not create any meaningful commercial activity. Similarly, without the necessary high-performance culture and supportive management environment, sales and customer strategy would not be provided with the opportunity to succeed.


FIGURE 1.1The Business Performance Value Chain
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The role of management

This book puts the responsibility for creating and managing sales and customer strategy firmly in the hands of management. It is management who need to ensure the organization is focused on the key activities and processes required to satisfy customer requirements and expectations. It is also management who need to create the overall organizational environment required for success.

The primary role of management at the forefront of strategy is recognized in this framework. In Part Two: Creating Strategy, the requirement for management to create an overall strategic vision is the first element examined, and in Part Three: Managing Strategy, the requirement for management to provide an overall sense of business purpose also comes first. In this way, leadership and management assume the ultimate responsibility for creating and managing strategy.

Business performance

As this book is concerned with sales and customer strategy in B2B markets, we ultimately define business performance as the result of all the efforts to generate revenue and profits from customers. There are of course many ways of defining business performance and they will be explored in detail in Part Three.

Sales and customer strategy emphasizes the fundamental importance of winning and keeping customers through the creation and development of customer relationships. Ultimately it is the revenue and profit from these relationships that will enable the organization to survive and prosper. The Business Performance Value Chain therefore provides a means to this end by identifying those aspects of sales and customer strategy that must come together to create organizational performance and business success.

Creating strategy

In Part Two, the Business Performance Value Chain identifies the elements in creating the strategy. It starts with Strategic direction, which incorporates the overall vision of the organization and its overall goals. This strategic direction provides the overall aiming point for the whole organization and provides the context for the other elements of sales and customer strategy.

Secondly, Customer strategy brings together an understanding of the customer in order to identify how they buy and how they make buying decisions. This part of strategy creation also considers the question of customer importance and customer priorities and how these inform the kinds of relationships that the organization wishes to create with different categories of customer.

Thirdly, The value proposition looks at the scope of the organization’s total product and service offering and how this forms the basis of the organization’s unique customer value proposition and competitive positioning. Finally, the most effective ways of engaging with different categories of customer is explored in The sales process.

Managing strategy

In Part Three, the Business Performance Value Chain examines the nature of the management role to ensure that strategy is given the best possible chance to succeed. In Business purpose, we begin by looking at how management provides this sense of purpose to guide all areas of the organization, together with those elements of culture and values that form the organizational glue needed to keep the organization on track. This section firmly places the responsibility for creating an overall environment of success in the hands of management.

In People and performance, we look at the various ways that business performance can be defined and the levers that management have available to influence how the organization performs against all of these measures. This section then goes on to consider the roles that people will need to take in order to deliver the strategy, and what these people will need to be good at. The various options for structuring the organization to facilitate the delivery of sales and customer strategy are also considered, together with the creation of an Organizational Blueprint that identifies what this strategy means for the rest of the organization.

In Part Three we also examine the techniques of Development and motivation. This will ensure that we create and maintain a high-performance organization that brings together the requirements and expectations of the organization with the needs and desires of the individuals and groups that work within it.

In Part Four, we look at how management can create a high-performing organization by examining some lessons from consultancy and organizational change, and by bringing them together into an overall framework for management action.

In this final section, we also take a look at The Art of War, a 2,000-year old treatise on military strategy, to identify what insights it might produce for sales and customer strategy.

Workshop tested

The tools and techniques introduced in this book have been tested in workshops with executives and managers from many different types of organization operating within the B2B environment, and have been proven to create outstanding sales performance. Many of the techniques and frameworks have been derived from the latest thinking in business strategy and management, but have often been adapted to provide specific guidance for sales and customer strategy in the B2B environment. Many other techniques and frameworks introduced by the Business Performance Value Chain are new and have never before been seen in print.

The book follows a logical structure, by first examining how strategic sales strategy is created and then examining how such activity should be managed. It is meant to be a learning resource to stimulate thinking around the reader’s own sales and customer issues and opportunities, so that the reader can develop their own strategies that reflect their own competitive environment. The combination of practical experience and the latest academic thinking found in this book will enable readers to find their own answers to their specific sales and customer questions and will enable them to create outstanding business performance in their own organizations.

Self-assessment questionnaire

At the end of this chapter is a self-assessment questionnaire designed to help readers identify some of the most important issues they have in creating and managing sales and customer strategy. The self-assessment is based on the Business Performance Value Chain and therefore follows the overall structure of the book.

The questions under each heading are designed to stimulate your thinking and to raise your awareness of some of the most important topics that are addressed in each chapter of this book. You can of course do the assessment at any time, but it might be useful to complete it before reading the book and again at the end to verify your answers. Chapter 9, on implementing strategy, will then provide some guidance about how to tackle the issues you have identified.

There are no right or wrong answers. The scoring system is simply a mechanism to help you identify your areas of priority.

The sales and customer strategy self-assessment

Objective of the self-assessment

The purpose of this self-assessment is to help readers identify some of the most important issues they have in creating and managing sales and customer strategy and in winning and keeping customers.

How to use it

For each question, score yourself as follows:


•Definitely yes – 4 points

•Not sure – 1 point

•Definitely not – 0 points


There are no right or wrong answers. The scoring system is simply to help you identify your own priorities.

E-mail me your analysis

If you would like some comments on your analysis and on your intended strategy, please e-mail your completed self-assessment and your strategy to: rennie@customizeuktraining.com and I will be delighted to provide my suggestions.

The self-assessment

Strategic vision


1Has the top team met recently to discuss any aspect of its strategic direction?

2Does the organization have a clear vision and a set of overall goals that guide all of its actions?

3Is there a clear understanding of which market or area of the market the organization wants to compete in?

4Does the organization know how it wants to be perceived in the minds of its customers?

5Is there a clear understanding of the organization’s specific strengths and distinctive competencies, together with an identification of the opportunities and threats facing the organization?


Customer strategy


1Has the organization identified its key accounts and development accounts?

2Does it know how these customers make buying decisions?

3Does it know what the key purchase criteria of these customers are?

4Does it know who is typically involved in these buying decisions and the role they play in the process?

5Do detailed customer profiles exist for describing each category of customer?


Value proposition


1Have you identified all aspects of your total proposition (total product and service offering)?

2Have you identified those elements of your total proposition where you have competitive advantage?

3Do you understand how each element of your total proposition can create customer value?

4Have you prepared different value propositions for different categories of customer?

5Can all members of your sales team deliver an elevator pitch?


Sales process


1Does the organization have a defined sales process for its different categories of customer?

2Does the organization understand the difference between account planning and activity management?

3Does the organization use account planning to manage its most important customers?

4Does the organization use the principle of the sales funnel or sales pipeline to manage all other customers?

5Does the organization use the principle of the sales funnel or sales pipeline to identify where management intervention is required and create its sales forecasts?


Business purpose


1Does the organization have a clear view of what defines its existence and gives it a reason for being?

2Is the organization’s business purpose (reason for being) in line with its strategic direction (vision and overall goals)?

3Are the organization’s core beliefs and values well understood throughout the organization?

4Is the organization being led as well as being managed?

5Is management behaviour consistent with the organization’s declared beliefs and values?


People and performance

1Are sales targets reflective of customer potential rather than previous levels of business?

2Has the organization translated its sales and customer strategy into an Organizational Blueprint as a means to ensure the whole organization delivers the ideal customer experience?

3Do all salespeople have the necessary skills, knowledge and behaviours to be successful?

4Are annual targets broken down into bite-sized chunks?

5Is performance feedback provided quickly?


Development and motivation

1Does the organization have a job specification and a competency profile for each sales role?

2Does the organization have a development plan for each salesperson?

3Does the organization carry out skills coaching and strategy coaching?

4Does the organization know the importance of team development?

5Has the organization identified the key motivators for each of its salespeople?


Self-assessment scoring sheet





	
	
Max Score


	
Your Score


	
Comments





	
Creating Strategy


	
	
	



	
Strategic Direction


	
4


	
	



	
Customer Strategy


	
4


	
	



	
Value Proposition


	
4


	
	



	
Sales Process


	
4


	
	



	
Total Creating Strategy


	
16


	
	



	
Managing Strategy


	
	
	



	
Business Purpose


	
4


	
	



	
People & Performance


	
4


	
	



	
Development & Motivation


	
4


	
	



	
Total Managing Strategy


	
12


	
	



	
Grand Total Score


	
28


	
	














PART TWO

Creating Strategy


In Part Two we will examine how to create sales and customer strategy in order to win and keep customers in B2B markets. As a guiding framework, we will be using the relevant aspects of the Business Performance Value Chain: strategic direction, customer strategy, the value proposition and the sales process.

The organization’s strategic direction provides the essential focus that pushes the organization forward. Its customer strategy identifies those customers that provide the best opportunities for the kind of business the organization wants to win and keep. The value proposition is the totality of the organization’s product and service offering and how these elements come together to create customer value. The sales process defines how the organization will engage with its target customers to extract their full business potential and how it will go about creating the appropriate levels of relationship with each category of customer.

FIGURE 2.1The Business Performance Value Chain: Strategic direction
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Strategic direction


Where do we want to go as a business?

In this first chapter of Part Two, we will examine a number of elements that taken together define strategic direction. What we decide in this section will have very important implications for everything we do thereafter, both in terms of creating strategy and then managing it.

As the formulation of strategic direction sets the context for all the other elements involved in creating strategy, it is a concept that requires significant management attention and detailed analysis. Any lack of focus or uncertainty in the organization’s downstream aspects of customer strategy, value proposition and sales process can often be traced back to a lack of clarity at this stage of strategy development. As we will see when we consider managing the strategy in Part Three, any lack of strategic direction will also have significant consequences for people, performance and development.

The strategic direction of an organization encompasses a number of different concepts but particularly vision, overall goals, core competencies, market definition and competitive positioning. The elements of an organization’s strategic direction are illustrated in Figure 2.2.


FIGURE 2.2Strategic direction
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It will be useful at this point to define the various concepts that we are going to consider in this chapter and at various other points in the book. There is a great variation of meaning that exists around terms such as vision, mission and goals, which causes considerable confusion and misunderstanding; therefore, the creation of a common understanding or vocabulary of the various terms used in this section and in the book as a whole will facilitate discussion and understanding. For the purposes of this chapter and for the remainder of the book, we are therefore going to use the following terms in the following ways:


•As previously mentioned, an organization’s strategic direction summarizes the complementary elements of vision, overall goals, core competencies, market definition and competitive positioning – all elements that we will consider separately.

•The vision is the overall aiming point of the organization. It represents a position in the future that the organization is aiming to reach – a star on the horizon that pulls the organization forward.

•The organization’s overall goals relate to specific measures that indicate whether the vision is being achieved. Goals are therefore clearly defined and concrete end points of the vision.

•The core competencies of an organization are what it does best and therefore define the uniqueness or special attributes of the organization relative to its competition. Core competencies are effectively the same as specific strengths that the organization possesses.

•An organization’s market definition refers to the particular markets within which it wishes to compete, or defines specific market areas or niches it wishes to target. A market definition therefore specifies the field of play for the organization.

•The competitive positioning of an organization is how it wants to be perceived in the minds of its customers within its chosen marketplace. A competitive position specifies a position within the market that the organization intends to call its own.


A note about business purpose

The organization’s business purpose relates to what defines the organization – what it is all about and what it holds to be important and includes the elements of culture, beliefs and values.

The terms business purpose and mission mean the same thing, although the term business purpose is preferred in this book to eliminate the confusion that often exists between the similar-sounding terms vision and mission. Although we introduce business purpose here, we will explore it in detail in Part Three, Managing Strategy.

The external environment

The strategic direction of the organization cannot be developed in a vacuum, but has to make reference to the external environment the organization faces. The development of strategic direction must therefore analyse this external environment and make certain assumptions about the impact it will have on the organization now and in the future. An analysis of the organization’s external environment usually takes into account the elements below.

Political environment

As we have seen in recent years, the political environment can have a significant impact on an organization. Political policies and initiatives impact upon organizations in a variety of ways, from the influence of the overall regulatory framework through to changes in taxation policy and employment legislation. The increasing globalization of world markets has also led to increasing levels of political cooperation and harmonization between countries. These greater levels of political cohesion have increased the effect that political changes and political upheaval in one country can then have on others and have made economies in the West effectively interdependent. Regional differences in political stability are also important aspects for organizations to consider when developing their strategic direction, particularly if this includes an aspect of international business or global expansion.

Economic environment

The relative health of the domestic economy will of course influence an organization’s strategic direction. In particular, the impact the economy has on customer demand and on the level of business costs is important. Organizations’ growth and investment decisions are particularly sensitive to the perceptions that business leaders have about current and future economic prospects. These decisions are in turn based on the general perceptions that consumers have about future economic prospects. The relatively new discipline of behavioural economics is based on perceptions rather than traditional economic fundamentals.

The increasing globalization of world markets will complicate these issues, as economic conditions in one country can quickly influence conditions in others. Forecasting current and future economic conditions is therefore an important but increasingly difficult task that organizations face. This might suggest that instead of trying to predict an uncertain future, organizations should seek to develop greater levels of organizational flexibility and adaptability to allow them to more readily respond to events that are increasingly outside of their control.

Technological environment

Changes in technology have been a major influence on every aspect of life and will continue to be so. Although it is often difficult to forecast the emergence of new technology and even harder to predict its impact, the changes to every aspect of organizational life brought about by technological innovation can be profound.

Perhaps a major learning point provided by technological innovation has been the impact on organizational capability. It used to be said that technology was merely an enabler, in that it enabled organizations to do existing things better. Increasingly, however, technology has become a game-changer, by creating transformational change in the ways that organizations can engage with their customers and in the ways they can operate internally.

As advances in technology are difficult to predict, this is probably a further argument for leaders and managers to promote flexibility and adaptability within their organizations. This will enable them to respond to such advances, but more importantly to take advantage of the opportunities provided by technology to seize the competitive initiative.

Social and cultural environment

Social and cultural changes occur in society fairly slowly, but they have significant effects over time. Whether these changes relate to demographics, gender, fashion, taste or the basic social fabric of society, they will of course influence the organization’s strategic direction.

Technology has had a profound effect on the social and cultural environment, in particular the effect of digital technology on social interaction and communication. A prime example is the sharing of customer perceptions and experiences across all aspects of the digital media, which has had a significant impact on organizations’ ability to maintain a specific place in the market and in the minds of their customers.

The development of social networks across the digital media has also increased the importance of customer reviews and recommendations. Amazon in particular have exploited this means of informing customer choice by creating a situation where products will not be purchased from their site until a number of positive customer reviews for that product are already posted. Additionally, the storing of customers’ previous browsing and purchasing histories, and the ability to make suggestions based on customers with similar profiles, allows Amazon to offer products they know will be of interest.

It is now almost impossible for an organization to make claims about itself or its products through advertising or other marketing communications that do not tally with actual customer experience. The ability of customers to communicate with each other via digital media has enabled customer experiences to be flashed around the world at the speed of light. This so-called ‘word-of-mouse’ has become even more influential on customer choice than the organizations’ traditional channels of customer communication.

Competitive environment

The nature and scope of competition, particularly the relative strengths and weaknesses of specific competitors that exist within the organization’s chosen market, will also have a major bearing on strategic direction. This analysis will influence how the organization chooses to position itself against its key competitors in the minds of its target customers.

Perhaps organizations have historically taken too narrow a view of what constitutes competition, by only recognizing those organizations that compete directly in their own market area. Given that customers have a variety of different options for spending their money, organizations should probably also regard as competitors those that provide a close, alternative choice. In this way, a night watching a DVD at home with a take-away competes with a film watched at a cinema with a meal in a nearby restaurant. Similarly, money spent on a holiday could just as easily be spent on a new sofa for the home.


SWOT analysis

It should be clear from the above that organizations need to monitor the external environment through some form of environmental scanning, and then to bring this information together into a simple format to facilitate an analysis of what it all means for the organization. A SWOT analysis is a popular method of achieving these objectives by bringing together the external threats and opportunities that exist in the external environment, together with the specific strengths and weaknesses of the organization.

Figure 2.3 illustrates the four-box nature of the analysis, which allows all the relevant information to be brought together in one place. A SWOT analysis is a directional technique, so called because it suggests possible future directions for the organization. There are a number of similar directional techniques used throughout this book, but their objectives are the same – they provide possible strategic options for the organization to consider. In this way, such techniques are designed to augment management thinking, but are no substitute for managerial insight and judgement.

FIGURE 2.3A SWOT analysis
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Strengths and weaknesses

Strengths relate to what the organization is particularly good at in any aspect of its operations. Ideally, these strengths should be relative to competition, which means that a particular element is only a strength if there is a degree of competitive advantage attached to it.

Weaknesses are the flip side of strengths and relate to things that the organization is not particularly good at in any aspect of its operations. Again, these weaknesses should be relative to competition; that is, a particular element is only a weakness if there is a degree of competitive disadvantage attached to it. Ironically, this could mean that what was initially thought to be a weakness is in fact a competitive strength.

An organization’s strengths and weaknesses can be identified by considering the elements outlined below. However, in order to keep the discussion positive, they will be looked at from the perspective of providing potential strengths.

People

The organization’s people are a source of strength. People’s knowledge, skills, behaviours, experience, know-how and flexibility provide competitive advantages in many areas that the organization can exploit. Additionally, the organization’s HR policies and people management processes can be a source of strength, particularly in the areas of recruitment, training, motivation and development – all of which help to develop an organization’s flexibility of response.

Specific expertise

The organization may have specific expertise in some area or in some process involved in its business. Such expertise can be found in any area of the organization’s operations, including sourcing, manufacturing, distributing, technology, marketing and selling. These specific strengths often define the organization, as they are fundamental to everything the organization does. Such expertise is also referred to as distinctive or core competence and is something we will explore again in this chapter.

Physical infrastructure and scale

The physical infrastructure, including access to land, buildings, machinery and equipment, is an area where organizational strengths can be found. The sheer size and scale of these elements may impact on such things as geographical reach and market dominance and can allow the organization to undertake certain projects or initiatives that other organizations could not even consider.

Finance

Access to finance is a further potential area of strength and could allow the organization to consider initiatives and operations that other organizations could not. Financial strength may provide the opportunity to acquire other organizations as a way to access new markets and new customers. It can also provide the opportunity to develop and launch new products in new market areas.

In the final analysis, a lack of cash is usually the most important factor that results in business failure. A strong cash flow is therefore another potential financial strength, which can provide some organizations with the ability to survive even in the most difficult economic conditions. Having a strong cash flow can also benefit the organization by allowing it to provide extended credit to customers or better terms to suppliers – both of which could be perceived as competitive strengths.


As far as sales and customer strategy is concerned, the next three elements are particularly important. They are all discussed in outline below, but are explored in more detail in Chapter 3 on customer strategy and Chapter 4 on value proposition.

The total proposition (products and services)

The total proposition represents the entirety of the organization’s product and service offering. It is the whole package of everything made available for customers, out of which customer value is created.

Organizations often under-estimate the scope and value of their total product and service offering and will therefore under-estimate the full extent of their competitive strength. We will make sure this mistake is not made when we explore the total proposition in more detail later in this section.

An organization’s access to markets or customers also forms part of its total proposition – to be explored in more detail later. Access to customers also includes the ability to identify specific customer groups that are more important than others and to engage with each of these groups in a specific and appropriate way via the sales process.

Company or brand image

The image that the organization enjoys in the marketplace may provide a significant source of organizational strength and competitive advantage. In marketing, it is said that perception is reality, which means that what customers believe is true for them. Therefore, a positive image in the mind of the customer is a very valuable asset.

A strong image also facilities new product development, entering into new markets, and the development of relationships and partnerships with other organizations. Such an image can also attract good-quality personnel and even promote a general level of goodwill that other organizations cannot achieve.

The customer experience

The concept of the customer experience encompasses every aspect of organizational activity that has an impact upon the experience of the customer when engaging with the organization in any way. It includes the experience provided by sales, marketing, delivery, customer service, after-sales and billing. All of these areas provide opportunities for customer interaction (customer touch-points) and therefore provide an organization with a chance to either enhance or diminish the overall customer experience. A positive customer experience will help to create a positive reputation for the organization in the marketplace and will have an important impact on customer satisfaction, loyalty and profitability.

Opportunities and threats

We can now complete the analysis by identifying the external opportunities and threats facing the organization and bringing them together with the strengths and weaknesses just identified. Opportunities and threats are found by analysing those aspects of the external environment discussed earlier, namely:


•the political environment;

•the economic environment;

•the technological environment;

•the social and cultural environment;

•the competitive environment.


These external issues will affect all organizations in the same competitive marketplace.

Analysing the SWOT

A good SWOT analysis that brings together all the relevant information into one place will almost tell its own story. It will provide a very clear picture of the external issues impacting on the organization and the resources (strengths) it has to deal with them. It will therefore provide important information upon which the strategic direction is largely based.

The strategic direction must thus take into account the outputs from the SWOT in order to:


•mitigate the impact of organizational weaknesses;

•protect the organization against external threats.


But more importantly:


•exploit external opportunities with organizational strengths.


The SWOT analysis and particularly its directional output will be of great benefit in influencing all aspects of the strategic direction, as outlined below.

Vision

Vision is the lead element of the organization’s strategic direction and sets the overall agenda for the remaining elements. Vision represents the collective imagination of our organization and its overall aiming point – an idealized place where we would like the organization to be. This vision can be some way off in the future, but its purpose is to inspire the organization to achieve great things.

An organization’s vision is often built on the passion and enthusiasm of the organization’s original founders or is based on the personal ambitions of the current owners. Either way, vision and passion can be synonymous in providing the essential impetus for the organization. When developing vision, leaders should not feel too restrained by the current situation, as this will constrain any creative thinking. This may be one of the few occasions when leaders of the business are allowed to dream a little and to imagine an idealized future position for their organization. This can be quite difficult for business leaders, who are used to dealing in facts and business realities and might find themselves uncomfortable with this kind of envisioning.

Organizations may never achieve their vision, but its existence will be a constant source of inspiration for the whole organization and will provide an essential focus for all its activities. It will therefore pose the question that the organization needs to address when considering any project or initiative: Will this action or behaviour take us any closer to achieving our vision?

Overall goals

The organization’s overall goals are specific measures relating to the vision that indicate whether it is being achieved. Goals are therefore clearly defined and concrete end points of the vision. By creating objectives, sub-goals can then effectively be produced, where the goal is broken down into a number of specific stepping stones. The achievement of objectives therefore allows the organization to know whether or not it is making demonstrable progress towards its vision and goals.

Core competencies

The strategic direction will be defined in large part by what the organization is particularly good at. These so-called core or distinctive competencies define the uniqueness or special attributes of the organization, relative to its competition. These competencies have already been discussed under the aspects of strengths and weaknesses when considering the external environment as part of the SWOT analysis. For completeness, they are listed again below:


•people;

•specific expertise;

•finance;

•the total proposition (products and services);

•access to markets or customers;

•company or brand image;

•the customer experience.


As we discovered when considering strengths, an organization’s core or distinctive competencies can be found in any aspect of the organization’s activities that offers the potential to create competitive advantage.

There is a view held by some business theorists that an organization’s core competencies should be the foundation of its strategic direction and subsequent business strategy. The particular view of strategy development that starts from this internal perspective is sometimes referred to as core competence-based strategy. This view of strategy development, which looks to exploit the strengths or core competencies of the organization irrespective of the competitive or market environment, runs counter to the traditional view of strategy development, which normally begins with an external market perspective. In this traditional way of developing strategy, the organization is made to fit the environment, whereas by developing strategy from an internal perspective, the external environment is made to fit the organization.

This debate about internal versus external perspectives mirrors the debate that marketers have long engaged in on how marketing strategy should be developed. Having a product orientation or being product-led implies an internal focus, whereas being market-led implies a more external focus. The marketing concept has always preferred the latter approach, but perhaps there is value in both. The practical reality is that strategy is normally developed from a judicious mix of both perspectives – internal and external.

Market definition

Organizations cannot be ‘all things to all men’; that is, every organization must decide on the broad areas where it wishes to compete. An organization must focus its firepower in a particular area for maximum effect. Organizations must therefore decide on the particular markets within which they wish to compete, or define even narrower areas or market niches they wish to target. This market definition will limit the areas of activity to those where the organization feels most comfortable and confident, and will outline those areas of the marketplace where the organization will utilize its particular strengths and distinctive competencies to create competitive advantage.

The market definition must be big enough to support the organization’s vision and overall goals, but not so big as to lead to organizational resources and focus being spread over too wide an area. If the organization were a car manufacturer, for example, it would have to decide whether to compete in all market segments from small cars to large luxury cars, or only in certain segments such as sports cars or 4 × 4s. The notion of market definition also has a geographical aspect and relates to those countries where the organization wants to be represented.

Competitive positioning

The issue of competitive positioning is very closely related to the issue of market definition. An organization’s competitive positioning defines how the organization wishes to be perceived by the marketplace, but more importantly, by its target customers. A statement of competitive positioning therefore specifies how the organization wants to be perceived in the minds of its customers.

Competitive positioning should again be based on the work already undertaken throughout the SWOT analysis, as it relates to where the organization can exploit its particular strengths and distinctive competencies. It is therefore a strategic position that is capable of being defended against competition and also provides opportunities for future growth. The organization may thus take a position based on any aspect of its total product and service offering or on its strengths or distinctive competencies.

The combination of the organization’s market definition and competitive positioning specifies the particular place in the market where it seeks the achievement of its vision and overall goals. These issues will also be picked up again in Chapter 4 on the value proposition, when we will look more closely at how elements of the organization’s product and service offering create value for customers.

A way of envisioning competitive positioning is by constructing a spidergram as shown in Figure 2.4.


FIGURE 2.4A spidergram
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A spidergram illustrates how the organization is currently positioned against customers’ key purchase criteria. It also illustrates how the organization is positioned against competitors on the same dimensions.

In this example, customers’ key purchase criteria can be seen as forming the dimensions on which the spidergram is formed. They include price, delivery, after-sales and so on, with competitive performance ranging from 0 to 10 on the scale. The relative position of the organization versus two competitors can be seen from where each organization is positioned on the various dimensions. A spidergram can therefore illustrate the current position of organizations in the minds of customers, or it can represent an idealized future position that the organization wants to achieve.

If we assume the spidergram in Figure 2.4 illustrates customers’ current perceptions, it can be seen that the organization holds strong competitive positions in performance and reliability. This might suggest that the organization should identify and target customers who believe that these two factors are the most important in any purchase decision.

Strategic direction and business strategy

Although this book is about sales and customer strategy, the overall strategic direction will have significant implications for the rest of the organization and all other aspects of its business strategy. If we take the view that the products and services offered to customers are ultimately the most important strategic questions facing the organization, then the decisions made in these areas will influence most other decisions and actions across the whole organization. In this way, sales and customer strategy will be at the forefront of management thinking and will drive all other activities of the business. In particular, the vision, overall goals, core competencies, market definition and competitive positioning will influence the organization in all the areas outlined below.

Manufacturing, operations and logistics strategy

Any physical product that the organization makes and distributes, together with any service that the organization makes available to customers, will be influenced by the decisions made concerning the organization’s choice of market and its competitive positioning. If the organization decides to occupy a high-quality/high-price/highly exclusive area of the market, then this positioning will have implications for how the organization manufactures and distributes this high-value product. The opposite case, where the organization offers a low-price/low-quality/commodity product, would have very different implications for manufacturing, operations and distribution. The basic point is that manufacturing, operations and logistics must reflect and support the overall strategic direction of the organization.

Financial strategy

The organization’s financial strategy and funding requirements will be heavily influenced by the overall strategic direction the organization chooses for itself. If the organization’s strategic direction implies a heavy reliance on purchasing raw materials, manufacturing operations, stock holding and logistics, then a corresponding requirement for significant levels of infrastructure and fixed overheads is implied. These activities will put heavy demands upon an organization’s funding requirement and cash flow demands.

HR strategy

The structure of the organization and the kind of people it requires will be determined by the organization’s strategic direction. This is clear in the case of all sales and customer-facing personnel, but it is also the case that people in other areas of the organization will need to respond to and reflect the requirements of the organization’s strategic direction.


We will consider these issues in detail when we look at customer strategy in Chapter 3, particularly the Customer Experience and Organizational Blueprint.

Implications for management

As the strategic direction provides an essential steer for the entire organization, it is an important priority for management. Equally importantly, the existence and implications of this strategic direction need to be communicated across the entire organization to ensure that everyone is aware of what it means for them. Unfortunately, however, an organization’s strategy is often its best-kept secret, even from its own people.

Managers sometimes assume that if there are a direction and vision at the top levels of the organization, these will somehow trickle down to all levels as if by magic or through some process of organizational osmosis. The reality is somewhat different; managers need to work very hard to spread the word on a continuous basis through everything they say and through everything they are seen to do. We will look at these issues in detail when we examine culture in Part 3.

Individuals and groups within the organization need to understand how their specific actions and behaviours can contribute towards the achievement of vision and overall goals. It is therefore one of management’s key responsibilities to communicate this understanding across the whole organization.

Workshops and case studies

A number of workshops and case studies can be found below. These are designed to help the reader apply some of the techniques discussed in this chapter and to illustrate how organizations have coped with some of the issues raised.
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WORKSHOPStrategic Direction Workshop 1: The SWOT analysis


Objective

This workshop is designed to bring together all elements of external opportunities and threats with internal strengths and weaknesses as part of management’s effort to create or to refine strategic direction.

Process


1Arrange a full-day session in a comfortable and quiet location and agree who will facilitate the process.

2Bring together the relevant people who have the necessary knowledge, experience and insight to contribute to the session.

3Invite anybody else who would have something useful to contribute, or if their presence or future influence is crucial for the success of the process or its implementation. Try to keep the numbers to around 12–16 participants.

4Split the group into four sub-groups and ask them to consider a question each:


–What are the organization’s key strengths?

–What are the organization’s main weaknesses?

–What major opportunities exist?

–What major threats exist?

5Give them enough time to work the process through and then ask each group to present and discuss their findings.

6Create a large SWOT using four sheets of flip-chart paper and continue the discussion until a consensus is reached and a strategic direction emerges!

This process aims to:


•bring everyone’s knowledge and insight into the analysis;

•develop agreement around the key issues;

•agree implications for the strategic direction of the organization;

•develop a consensus for the way forward.


In the author’s experience, a good SWOT will tell its own story – it will clearly suggest a way forward for the organization. This is best shown by an example SWOT.

An example SWOT

A hypothetical SWOT for a UK luxury car manufacturer that might have been developed a few years ago is offered in Figure 2.5.

FIGURE 2.5Example SWOT analysis for a luxury car manufacturer based in the UK

[image: ]

This SWOT is something the author has just put together to illustrate the point that a good SWOT suggests its own direction. If we follow the advice in the text we should now look to:


•mitigate the impact of organizational weaknesses;

•protect the organization against external threats.


But more importantly:


•exploit external opportunities with organizational strengths.


As a result of this analysis, perhaps this organization should get itself a new owner and design some of its cars for the emerging markets?

[image: ]
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CASE STUDY Strategic Direction Case Study 1: Mobile phone manufacturer – From global strategy to country strategy

Background

This company is a global player in the mobile phone manufacturing industry and operates in every country around the world. The company wanted to ensure that its global strategy was effectively communicated to its various international subsidiaries around the world to enable appropriate local adaptation and implementation of the strategy.

Activity

A series of workshops were conducted in various locations around the world with those responsible for developing and implementing local sales and marketing strategy. The first part of the workshop was used to explain how the global strategy was developed, together with its key objectives. The second part of the workshop then focused on how the key global themes could be adapted to meet local market conditions to ensure effective implementation.

Key learning points

A global strategy could be effective in all national markets provided that it was explained and discussed in detail and a degree of local adaptation was permitted in order to respond to local market conditions:


•Not all aspects of the organization’s global strategy were understood and the workshop cleared up any misunderstandings.

•The key global branding strategy and principal marketing messages were relevant to all markets.

•Each national market had different competitors, market structure, market growth rates and customer groupings, requiring variations in strategy.

•Each national marketing organization had a slightly different structure and people with different skills, which required variations in strategy implementation.
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CASE STUDY Strategic Direction Case Study 2: Provider of market intelligence – Translating brand values into strategy

Background

The company provides a market intelligence and media scanning service to its clients. The company wanted to translate the work it had done on re-branding the business and identifying its key values into new ways of working and meeting the expectations of clients.

Activity

A senior management workshop was first conducted to translate the company’s brand values into what clients should experience at every touch-point with the organization. These client experiences then informed the various actions and activities that needed to be delivered by the organization as a whole. Further workshops were then conducted to define the sales and service roles needed to deliver the client experiences, together with the necessary structure, management processes and reward systems required to implement the business strategy and client experience.

Key learning points


•The easy part of this process was developing the key brand values; the harder part was translating them into reality within the organization.

•Management had to work hard to identify what the brand values meant to every level in the organization, particularly how they should drive behaviour.

•A new Organizational Blueprint had to be designed to identify all customer touch-points in the organization and to develop the ideal customer experience at each point.

•It was clear that before this process many areas of the organization had very little appreciation of how other areas actually contributed to the customer experience.

•Management had to change their management style and reward structures to encourage new activities and behaviours.
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CASE STUDY Strategic Direction Case Study 3: Manufacturer of swimming pools and spas – Identifying core competencies, market definition and competitive positioning

Background

The company provides swimming pools and the necessary physical infrastructure for all the wet areas and treatment areas of spas. The company wanted to identify its core competencies and its principal markets and customers.

Activity

A workshop was conducted consisting of all the senior management of the organization, together with the business heads representing the various product areas and different geographical areas of operation of the business. The workshop was split into two sub-groups and each was given a particular task.

The first group was asked to list all the areas where it thought the organization enjoyed a core or distinctive competence. The second group was asked to consider market definition – which markets and customers existed for the organization’s product – and to recommend which ones it thought the organization should service.

Having deliberated on their specific issues, each group then presented its findings to the other, after which a debate ensued and a consensus was reached. Having reached a consensus on core competencies and market definition, the whole workshop was then asked to consider the third task: to identify the organization’s desired competitive positioning in each of its chosen market areas.

Key learning points


•This workshop was considered vital in engaging the key players in the organization on some of the most fundamental issues that it faced and in achieving a level of consensus about their relative importance.

•This consensus was vital to enable further agreement on the preferred way forward.

•The principle of bringing key players together at regular intervals to discuss strategic issues facing the organization was well accepted and considered highly valuable.
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