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Take Control of

Your Value Chain

There will be a race to re-take positions

As the crisis begins to bottom out, or at least appears to, ma-
nagement teams are cautiously turning their attention to the
future. For many, the severity of the crisis meant functional and
operational managers needed to work more closely than ever
— survival literally depended on it. If you can talk about a silver
lining around the crisis, this is it: Stronger, more united manage-
ment teams.

These teams will be able to achieve more coming out of this cri-
sis than they could going in. In the past year, many companies
defaulted into a crisis-driven, value-for-money positioning. The
race to re-take the highest value positions will soon start. Now is
the time to put an ambitious new strategy in place.

Unfortunately, you won’t be the only company in your indu-
stry with a new strategy. Due to the depth and breadth of this
downturn there will be more new strategies launched at the
same time than ever before in history. In this context, it will not
be good enough for your strategy to be competitive in the tradi-
tional sense, you will need to build strategic differentiation. This
is about taking control of your value chain in three ways: driving
volume and pricing, influencing future trends and guiding inno-
vation. The starting point is your positioning strategy.

Add strategic differentiation to traditional strategy

As you enter your new strategy process, add strategic differen-
tiation to your traditional strategy as described in Figure 1. It
will be a natural way for even the most rational Head of R&D, CFO
or Chief of Operations to think about it.

Industry leading companies use focused positioning strategi-
es to build strategic differentiation over time. Volvo’s focus on
safety, Intel’'s focus on performance and GE’s focus on problem

Traditional business strategy

solving are well-known examples of positioning strategies that
havebuilt strategic differentiation. Theserather generic keywords
describe each company’s focus, above products or profits, and
provide a reference point for nearly everything they do.

The clarity of the industry leaders like Intel and GE betrays the
complexity of the challenge. Great examples of global companies
like this are all around us. Yet, many small and mid-size interna-
tional companies are still incredibility unfocused. Even those with
great brand communications often fail to back up their promises
because functional and operational managers have not fully
understood nor committed to building strategic differentiation.
What managers see is just another short-term campaign.

Yes, positioning is certainly about branding and campaigns. But,
it requires much more than that. To achieve strategic differentia-
tion you need to build a focused "position” in the minds of people
across your value chain. From a management perspective, this
means your corporate culture, product/service performance,
innovation and marketing all need to be in line with the position
you want to build. In most companies and traditional strategy
processes, responsibility for these intangibles is scattered across
functions such as HR, marketing, R&D and operational manage-
ment with little interaction between them. Building strategic
differentiation requires a more integrated approach with more
decisions made by a united team.

Strategic differentiation

Targeting a desired industry ranking

Targeting a desired reputation

Optimizing a portfolio of businesses

Optimizing a portfolio of brands

Industry leadership =

Aligning organization with strategy

Aligning culture with desired reputation

Marketing drives sales

Marketing also drives positioning

Tracking financial performance

Figure 1

Tracking positioning performance
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Clarify the focus of your positioning strategy

The focus of your positioning strategy needs to be true of your
company today, relevant across your value chain and high value
to your customers. It needs to make sense to people, guide their
work and help them make better decisions. Over time, these de-
cisions will build your strategic differentiation.

For some companies, the founder has already made the focus
clear. For example, Dell’s focus on "directness” is a reflection of
Michael Dell’s character and beliefs. Other companies look deep
within their histories, core competences or customer relations-
hips and find their focus easily. For others, it requires developing
and testing positioning scenarios.

Philips, the number one electronics maker in Europe, is a great
example of how a new positioning strategy can help accelerate
a company out of a downturn. Based on scenario testing they
chose to focus on "sense and simplicity,” a focus which is now
thoroughly understood across their value chain. Gerard Kleister-
lee, President and CEO, talks about how his restructuring and
M&A decisions are guided by this focus. Engineers embrace it
and suppliers work hard to contribute to it. Marketing teams
base planning on it and Philips’ creative agencies remain true to
it while breathing new life into the Philips brand. And, retailers
also get it, differentiating the Philips retail experience from
crowded, feature-heavy competitors. Most importantly, consu-
mers embraced sense and simplicity. In less than three years,
53% of Philips’ sales came from products that lived up to sense
and simplicity and Philips’ EUR 3b loss in 2003 became a EUR 5b
profit in 2006.

Once your focus is clear, your positioning strategy needs to
describe how you will influence interactions across your value
chain. Use the framework in Figure 2 to structure your thinking.
Put your focus in the center and then describe how you will
achieve each of the objectives around the outside in a way that
reinforces your positioning strategy.
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If the focus you chose for your positioning strategy still rings
true, you are ready to plan how it is going to help you take con-
trol of your value chain.

Don’t just drive volume and pricing

Your plan should be to emerge from this crisis with the same
urgency that it took to survive it. This is not just about facing the
competition, this is about taking control of your value chain and
making it work more and more in your favor. To do so, you have
three priorities:

Effective positioning strategies address all three priorities. De-
pending on your industry and your company’s role in your value
chain, your options will vary dramatically. Nonetheless, here are
some ways of looking at each.

Guide
innovation

Drive volume
& pricing

Guiding innovation is the priority that is most difficult to give ge-
neral advice about. From service or business model innovations
to technical innovations, your goal should be to bring more rele-
vant "firsts” to market. Anything you launch must reinforce your
positioning strategy. And, the longer you can remain focused
the more value you will gain. For example, Volvo’s R&D teams are
motivated by saving people’s lives and Volvo’s suppliers bring in-
novations to Volvo first because Volvo has proven they can drive
volume and pricing of safety innovations. The most important
thing is to ensure the people responsible for innovation in your
company understand your positioning strategy and how they
might contribute.

Use your strategy process to build engagement

Many companies are beginning to think more long-term. This
presents a golden opportunity for you to engage the high poten-
tial people in your company in a new strategy process. The same
is true of suppliers and research partners. Don’t be afraid to di-
scuss different scenarios with them. The more engaged they are
now; the more they will contribute to building a future together.

Influence
future trends

Investors
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Company

Figure 3

Most companies benefit significantly from being able to predict
volume better and command a pricing premium. The most im-
portant pre-requisite is a solid approach to market segmentation
and a clear segment focus within it. A combination of behavioral
and demographic segmentation usually makes most sense, but
many approaches work. Once your segment focus is clear, en-
gage your creative and media agencies in developing new ways
to drive volume and pricing while reinforcing your positioning
strategy. Also look in unexpected places for marketing inspira-
tion. IBM’s current "Smarter Planet” campaign originated in their
research lab.

Influencing future trends used to be the domain of PR and
communications teams. Also consider other mechanisms, from
strategic sponsorships to volunteer programs, media engage-
ments and trade associations. Novo Nordisk worked hard to get
the United Nations to pass a resolution recognizing diabetes care
as a basic human right because it made sense on many levels.
Make sure whatever you choose to do clearly reinforces your po-
sitioning strategy.

Distributors Dealers/retailers

End-users Influencers

Also, engage your market more than ever. Talk with your distri-
bution partners, service partners and business customers. Look
into the latest consumer trend research and develop new in-
sights. Look to companies in parallel industries serving the same
consumer segments you are looking at. Are they interested in
sharing perspectives, sharing research?

If you want your new strategy to create value externally, but also
internally, you need to treat your positioning strategy as one of
the most important strategic decisions you will ever make. By
looking beyond traditional strategy you can build strategic dif-
ferentiation and take control of your value chain.





