Effective Strategy in a Recession
Given the economic climate how do you retain a viable strategy in the face of what many feel has become an upside-down business world? In this article we explain how organisations can best make their way through turbulent times by employing a clear strategy. 
A fundamental starting point is that strategy is a process, and an ongoing one – it’s probably better to think about it as a continual conversation, as opposed to a fixed plan that is set in stone.   As long as we view strategy in that light, then it provides a basis for making decisions today, in response to what is happening in the outside world. We cannot get away from having to decide things and if you are responsible for an organisation on a daily basis people will be asking questions, against which you need a frame of reference or a strategy.   

Global forces outside our control?

Businesses go through cycles of boom and recession and we just hope that this recession is not as deep as some people fear. There will always be winners and losers in these circumstances. For example, we know recently that the discount supermarkets are booming because people have shifted down.  Rather than buy a new pair of shoes, you may say we will get these soled and heeled.
Realistically most firms in a recession engage in some forms of cost cutting.   Those that survive do this intelligently: rather than undertaking across the board cost cutting, they look at options such as reduction in temporary positions, not replacing those that leave or by voluntary redundancy, reducing hours or taking a pay cut across the board. 

Intelligent cost reduction

It is more difficult to do intelligent cost reduction, but if you are going to come out of the recession in good shape, then this is what you should be doing.   Take decisions in the light of your agreed strategy; it is very easy to cut the soft budgets: the ones that have a less direct connection to the bottom line- R&D, training, business development activity, market research and so on.   The temptation will be to freeze those budgets, but it may damage the long term. Ask yourself how these decisions will affect your organisation in the future.  

Reformulating your business plan 
If your decision making process is fundamentally flawed or wrong, or maybe misguided in some way, then you need to revisit the strategy. In particular, you need some high quality conversations involving the right kind of people – and soon.  

But you may well find that the plan is still sound, the strategy still makes sense and that the value logic underpinning it is still relevant.   These conversations will not necessarily involve changing the fundamental strategy, but you might change, for example, the timing of certain investments. For example, you might reconsider the timing of moving into a new market area. So if you confirm that the fundamental logic still stands up, then you may make tactical adjustments.   
A more general point is about dealing with the unknowable future. Even when you make a plan in more seemingly predictable and certain times, you can find that your forecasts are fundamentally flawed, because nobody spotted a new event round the corner.   The answer is to involve more people in quality discussions and dialogue; get more diverse opinions and bring them into your conversations 
Typically the dialogue can focus on your position in relation to:

* Competitors.

* Customers.

* Cost base.

For example, ask questions such as
* Who are your competitors? How big are they? What resources do they have?

* Do you understand how customers perceive your competitors' value-added potential--and how does this compare with their perception of what your value-added services mean to them?

* Do you know your competitors cost advantages/ disadvantages relative to yours?

* Which competitors pose the most serious threats to you and why?

* Do you know how customers perceive the value you add and the characteristics of your products and services that distract from this. Can you break this information down by segment?

* Do you have a clear idea of what is most important to them?

* To what level do you understand the buying criteria and process of your customers (and who influences this) and appreciate their buying psychology?

* How well do you understand your customers' competitive positions and strategic options?

* Do you have a clear idea of the main drivers of your cost base (cost drivers) and how you can best manage them?

* Have you targeted your unit costs in the medium and longer term (one to five years), rather than just the traditional one year. To what degree are these supported by viable strategies?

.
 Build in experimentation
The outcomes of these discussions will help you to re-formulate a strategy and this should be implemented in times of recession. So build in the ability of the organisation to try new things – to experiment more, to learn, to get good quality feedback processes in place.   And finally, it is important to sense the environment well, to try to pick up weak signals that might presage major changes down the line.   This means listening more effectively; to sense the environment better and to ensure such knowledge and information is circulating around where it needs to be heard.   

The implication is building and developing the organisation to cope more effectively with turbulence, rather than forming specific rigid strategy, sticking your heads down and blundering on with implementation.   It’s much more about building adaptive capability into the organisation.

Predicting the Future

Given that the future is unknowable it is important to collect opinions about that future.   Ask what data do we have that is associated with the future?   Now it is vital that they tap into that intuitive understanding and not just focus on the easily measurable, the easily analysable data.   

In summary, listen to those intuitive and experience-driven judgments and feelings that you have, because they are probably reflecting a lot about the organisation which is not going to be captured by a more formalised, analytical process.  The strategy process should be an exploratory one, but if structured in the right way which will help you build your future, even through turbulent times.
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