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Underlying PhenomenaUnderlying Phenomena
Most enterprises face similar challenges, Most enterprises face similar challenges, 
although relative importance variesalthough relative importance varies
Success of enterprises, and their leaders, Success of enterprises, and their leaders, 
strongly affected by these challengesstrongly affected by these challenges
Multiple useful ways to address strategic Multiple useful ways to address strategic 
challenges successfully  challenges successfully  
True nature of strategic challenges True nature of strategic challenges notnot
determined by tools chosen to address themdetermined by tools chosen to address them
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Nature of ChallengesNature of Challenges
ChallengeChallenge NatureNature
GrowthGrowth Increasing Impact in Saturated/Declining MarketsIncreasing Impact in Saturated/Declining Markets

ValueValue Enhancing Relationships of Processes to Benefits & Enhancing Relationships of Processes to Benefits & 
CostsCosts

FocusFocus Pursuing Opportunities & Avoiding DiversionsPursuing Opportunities & Avoiding Diversions

ChangeChange Competing Creatively While Maintaining ContinuityCompeting Creatively While Maintaining Continuity

FutureFuture Investing in Inherently Unpredictable OutcomesInvesting in Inherently Unpredictable Outcomes

KnowledgeKnowledge Transforming Information to Insights to ProgramsTransforming Information to Insights to Programs

TimeTime Carefully Allocating the OrganizationCarefully Allocating the Organization’’s Scarcest s Scarcest 
ResourceResource
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DefinitionDefinition
Enterprise transformation is driven by Enterprise transformation is driven by 
experienced and/or anticipatedexperienced and/or anticipated value deficienciesvalue deficiencies
that result in significantly redesigned and/or newthat result in significantly redesigned and/or new
work processeswork processes as determined by managementas determined by management’’ss
decision makingdecision making abilities, limitations, and abilities, limitations, and 
inclinations, all in the context of theinclinations, all in the context of the social social 
networksnetworks of management in particular, and the of management in particular, and the 
enterprise in general.enterprise in general.
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Elements of Enterprise SystemElements of Enterprise System

WorkWork
ProcessesProcesses

InputInput
•• DemandDemand
•• CompetitionCompetition
•• LawsLaws
•• RegulationsRegulations
•• PeoplePeople
•• TechnologyTechnology
•• InvestmentInvestment
•• RevenuesRevenues

EnterpriseEnterprise
StateState

OutputOutput
•• ProductsProducts
•• ServicesServices
•• RevenuesRevenues
•• EarningsEarnings
•• Share PriceShare Price
•• Market ShareMarket Share
•• JobsJobs
•• InnovationInnovation
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ExamplesExamples
DomainDomain ProcessProcess StateState WorkWork ValueValue

ManufacturingManufacturing ProductionProduction Work in Work in 
ProcessProcess ProductsProducts Unit Price Minus Unit Price Minus 

CostCost

ServiceService DeliveryDelivery People in People in 
QueuesQueues TransactionsTransactions Customer Customer 

SatisfactionSatisfaction

R&DR&D ResearchResearch
Studies in Studies in 
ProgressProgress

Technology Technology 
OptionsOptions Potential of Potential of 

OptionsOptions

MilitaryMilitary OperationsOperations Positions of Positions of 
ForcesForces

Objectives Objectives 
SecuredSecured

Importance of Importance of 
ObjectivesObjectives
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Elements of TheoryElements of Theory

Value Deficiencies Drive TransformationValue Deficiencies Drive Transformation
Work Processes Enable TransformationWork Processes Enable Transformation
Allocation of Attention & ResourcesAllocation of Attention & Resources
Management Decision MakingManagement Decision Making
Social NetworksSocial Networks
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Value Deficiencies Drive TransformationValue Deficiencies Drive Transformation

Experienced or expected downside losses of Experienced or expected downside losses of 
value, e.g., declining enterprise revenues value, e.g., declining enterprise revenues 
and/or profitsand/or profits
Experienced or expected failures to meet Experienced or expected failures to meet 
projected or promised upside gains of value, projected or promised upside gains of value, 
e.g., failures to achieve anticipated e.g., failures to achieve anticipated 
enterprise growthenterprise growth
Desires to achieve new levels of value, e.g., Desires to achieve new levels of value, e.g., 
via exploitation of market and/or via exploitation of market and/or 
technological opportunitiestechnological opportunities
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Work Processes Enable TransformationWork Processes Enable Transformation
Improve how work is currently performed, Improve how work is currently performed, 
e.g., reduce variabilitye.g., reduce variability
Perform current work differently, e.g., webPerform current work differently, e.g., web--
enable customer serviceenable customer service
Perform different work, e.g., outsource Perform different work, e.g., outsource 
manufacturing and focus on servicemanufacturing and focus on service
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Allocation of Attention & ResourcesAllocation of Attention & Resources
Anticipate and adapt to changes of external Anticipate and adapt to changes of external 
variables, i.e., control the enterprise relative variables, i.e., control the enterprise relative 
to the to the ““road aheadroad ahead”” rather than the road rather than the road 
behindbehind
Cultivate and allocate resources so as to Cultivate and allocate resources so as to 
yield future enterprise states with high yield future enterprise states with high 
projected value with acceptable uncertainties projected value with acceptable uncertainties 
and risksand risks
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Management Decision MakingManagement Decision Making
PhenomenaPhenomena

Folklore and fact of managersFolklore and fact of managers’’ jobs (Mintzberg)jobs (Mintzberg)
Optimizing vs. Satisficing (Simon)Optimizing vs. Satisficing (Simon)
Organizational Delusions (Rouse)Organizational Delusions (Rouse)
Role of Intuition (Klein)Role of Intuition (Klein)

FrameworksFrameworks
How managers address change, ranging from How managers address change, ranging from 
tuning, to adaptation, to reorientation, to retuning, to adaptation, to reorientation, to re--creation creation 
(Nadler & Tushman)(Nadler & Tushman)
ManagersManagers’’ modes of control, ranging from modes of control, ranging from 
scrambled, to opportunistic, to tactical, to strategic scrambled, to opportunistic, to tactical, to strategic 
(Hollnagel)(Hollnagel)
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Social NetworksSocial Networks
Strong vs. Weak Networks (Burt, Granovetter)Strong vs. Weak Networks (Burt, Granovetter)

Strongly connected networks result in rapid and Strongly connected networks result in rapid and 
efficient information and knowledge sharing efficient information and knowledge sharing 
among membersamong members
Weakly connected networks have Weakly connected networks have ““holes,holes,““ in in 
many cases between strongly connected many cases between strongly connected 
subnetworkssubnetworks

Implications for TransformationImplications for Transformation
Weakly connected networks are better sources of Weakly connected networks are better sources of 
new information and novel ideasnew information and novel ideas
Strongly connected networks are better at Strongly connected networks are better at 
implementing change once sense has been made implementing change once sense has been made 
of them of them 
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ExamplesExamples

Changing MarketsChanging Markets
Changing OfferingsChanging Offerings
Changing PerceptionsChanging Perceptions
Changing OperationsChanging Operations
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Ends: Changing MarketsEnds: Changing Markets
Amazon leveraging IT to redefine book buyingAmazon leveraging IT to redefine book buying
DoD adopting effectsDoD adopting effects--based planning & based planning & 
acquisitionacquisition
ee--Bay leveraging IT to redefine the resale marketBay leveraging IT to redefine the resale market
FedEx defining the overnight mail marketFedEx defining the overnight mail market
NCR leveraging IT to redefine banking (via ATMs)NCR leveraging IT to redefine banking (via ATMs)
WalWal--Mart leveraging IT to redefine the retail Mart leveraging IT to redefine the retail 
industryindustry
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Ends: Changing OfferingsEnds: Changing Offerings
CNN redefining news offeringsCNN redefining news offerings
GE moving from products to financingGE moving from products to financing
Home Depot redefining hardware store offeringsHome Depot redefining hardware store offerings
HP attempting to redefine offerings in the printer HP attempting to redefine offerings in the printer 
marketmarket
IBM defining the business PC market (via IBM defining the business PC market (via 
outsourcing)outsourcing)
IBM moving from manufacturing to servicesIBM moving from manufacturing to services
Motorola moving from battery eliminators to radios Motorola moving from battery eliminators to radios 
to cell phonesto cell phones
Schwab redefining how people buy securitiesSchwab redefining how people buy securities
UPS expanding from packages to supply chainsUPS expanding from packages to supply chains
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Ends: Changing PerceptionsEnds: Changing Perceptions
Dell repositioning computer buying (via Dell repositioning computer buying (via 
build to order)build to order)
Interface adopting green practices to Interface adopting green practices to 
reposition carpet buyingreposition carpet buying
Southwest repositioning discount air Southwest repositioning discount air 
traveltravel
Starbucks repositioning coffee buyingStarbucks repositioning coffee buying
VictoriaVictoria’’s Secret repositioning lingerie s Secret repositioning lingerie 
buyingbuying
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Ends: Changing OperationsEnds: Changing Operations
American Cancer Society consolidating & American Cancer Society consolidating & 
integrating operationsintegrating operations
Lockheed Martin merging three aircraft Lockheed Martin merging three aircraft 
companiescompanies
Newell Rubbermaid resuscitating home Newell Rubbermaid resuscitating home 
products companiesproducts companies
Nucor decreasing the cost of steel making Nucor decreasing the cost of steel making 
(via mini(via mini--mills)mills)
Tennenco resuscitating PemcoTennenco resuscitating Pemco
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Value Deficiencies Drive TransformationValue Deficiencies Drive Transformation
Value OpportunitiesValue Opportunities: : The lure of greater success via The lure of greater success via 
market and/or technology opportunities prompts market and/or technology opportunities prompts 
transformation initiativestransformation initiatives
Value ThreatsValue Threats: : The danger of anticipated failure due The danger of anticipated failure due 
to market and/or technology threats prompts to market and/or technology threats prompts 
transformation initiativestransformation initiatives
Value CompetitionValue Competition: : Other playersOther players’’ transformation transformation 
initiatives prompt recognition that transformation is initiatives prompt recognition that transformation is 
necessary to continued successnecessary to continued success
Value CrisesValue Crises: : Steadily declining market Steadily declining market 
performance, cash flow problems, etc. prompt performance, cash flow problems, etc. prompt 
recognition that transformation is necessary to recognition that transformation is necessary to 
survivesurvive
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Work Processes Enable TransformationWork Processes Enable Transformation
Markets Targeted, e.g., Markets Targeted, e.g., pursuing global markets such pursuing global markets such 
as emerging markets, or pursuing vertical markets as emerging markets, or pursuing vertical markets 
such as aerospace and defensesuch as aerospace and defense
Market Channels Employed, e.g., Market Channels Employed, e.g., adding webadding web--based based 
sales of products and services such as automobiles, sales of products and services such as automobiles, 
consumer electronics, and computersconsumer electronics, and computers
Value Proposition, e.g., Value Proposition, e.g., moving from selling moving from selling 
unbundled products and services to providing unbundled products and services to providing 
integrated solutions for information technology integrated solutions for information technology 
managementmanagement
Offerings Provided, e.g., Offerings Provided, e.g., changing the products and changing the products and 
services provided, perhaps by private labeling of services provided, perhaps by private labeling of 
outsourced products and focusing on support outsourced products and focusing on support 
servicesservices



3030

Work Processes Enable TransformationWork Processes Enable Transformation
Supply Chain Restructuring, e.g., Supply Chain Restructuring, e.g., simplifying supply chains, simplifying supply chains, 
negotiating justnegotiating just--inin--time relationships, developing time relationships, developing 
collaborative information systems collaborative information systems 
Outsourcing & Offshoring, e.g., Outsourcing & Offshoring, e.g., contracting out contracting out 
manufacturing, information technology support; employing manufacturing, information technology support; employing 
lowlow--wage, highwage, high--skill labor from other countriesskill labor from other countries
Process Standardization, e.g., Process Standardization, e.g., enterpriseenterprise--wide wide 
standardization of processes for product and process standardization of processes for product and process 
development, R&D, finance, personnel, etc.development, R&D, finance, personnel, etc.
Process Reengineering, e.g., Process Reengineering, e.g., identification, design, and identification, design, and 
deployment of valuedeployment of value--driven processes; identification and driven processes; identification and 
elimination of nonelimination of non--value creating activitiesvalue creating activities
WebWeb--Enabled Processes, e.g., Enabled Processes, e.g., online, selfonline, self--support systems support systems 
for customer relationship management, inventory for customer relationship management, inventory 
management, etc.management, etc.
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Recent TransformationsRecent Transformations
CompanyCompany TransformationTransformation OutcomeOutcome

AT&TAT&T
Came late to wireless, computers, Came late to wireless, computers, 
and cellular, paying too much to and cellular, paying too much to 
enterenter..

Facing a debt crisis and reduced market cap, Facing a debt crisis and reduced market cap, 
AT&T was acquired by SBC.AT&T was acquired by SBC.

Clear ChannelClear Channel
Clear Channel executed a long Clear Channel executed a long 
series of acquisitions, accelerated series of acquisitions, accelerated 
by the 1996 deregulation.by the 1996 deregulation.

Cost leadership, combined with bundled Cost leadership, combined with bundled 
selling resulted in their revenues growing over selling resulted in their revenues growing over 
50%.50%.

IBMIBM
Transformed from mainframe maker Transformed from mainframe maker 
to robust provider of integrated to robust provider of integrated 
hardware, networking, and software hardware, networking, and software 
solutions.solutions.

Earnings and share price rebounded as Earnings and share price rebounded as 
services business flourished.services business flourished.

KelloggKellogg
Remained committed to its brand Remained committed to its brand 
strategy but focused on channels strategy but focused on channels 
needs for consumersneeds for consumers’’ changing changing 
concept of breakfast. concept of breakfast. 

Acquired Keebler, resulting in revenue growth Acquired Keebler, resulting in revenue growth 
of almost 50 % and operating income nearly of almost 50 % and operating income nearly 
doubling in 5 year period.doubling in 5 year period.

LucentLucent
Adopting Adopting ““high techhigh tech”” image, image, 
abandoned Baby Bells, overdid abandoned Baby Bells, overdid 
mergers, delayed developments of mergers, delayed developments of 
optical systems, and inflated sales.optical systems, and inflated sales.

When Internet bubble burst and customers When Internet bubble burst and customers 
could not repay loans, $250 billion market cap could not repay loans, $250 billion market cap 
in 1999 shrunk to $17 billion by 2005.in 1999 shrunk to $17 billion by 2005.
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Recent TransformationsRecent Transformations
CompanyCompany TransformationTransformation OutcomeOutcome

Newell Newell 
Rubbermaid Rubbermaid 

With a track record of successful With a track record of successful 
acquiring over 60 companies, acquiring over 60 companies, 
acquisition of Rubbermaid seemed acquisition of Rubbermaid seemed 
like a natural match. like a natural match. 

Acquisition dragged Newell down, losing 50% Acquisition dragged Newell down, losing 50% 
of the value of the investment.  Brand strategy of the value of the investment.  Brand strategy 
of Rubbermaid did not match Newell. of Rubbermaid did not match Newell. 

NokiaNokia New cell phone designs introduced New cell phone designs introduced 
to combat loss of market share. to combat loss of market share. 

Market share rebound, but likely temporary Market share rebound, but likely temporary 
due to aggressive competitors. due to aggressive competitors. 

Proctor & Proctor & 
Gamble Gamble 

Acquisition of Gillette, Clairol and Acquisition of Gillette, Clairol and 
Wella while selling off numerous Wella while selling off numerous 
brands. brands. 

Outcome uncertain as the Outcome uncertain as the ““consumer goods consumer goods 
industry is caught between slowing sales, industry is caught between slowing sales, 
rising costs, and waning pricing power.rising costs, and waning pricing power.””

SiemensSiemens Focused on cost reduction, Focused on cost reduction, 
innovation, growth, and culture innovation, growth, and culture 
change, in part by convincing change, in part by convincing 
people that there was a crisis. people that there was a crisis. 

Revenue almost doubled, net income more Revenue almost doubled, net income more 
than tripled, and revenue per employee almost than tripled, and revenue per employee almost 
doubled over 12 years. doubled over 12 years. 

Thomson Thomson Transformed itself from a Transformed itself from a 
traditional conglomerate into a traditional conglomerate into a 
focused provider of integrated focused provider of integrated 
electronic information to specialty electronic information to specialty 
markets. markets. 

They sold more than 60 companies and 130 They sold more than 60 companies and 130 
newspapers, and then acquired 200 newspapers, and then acquired 200 
businesses becoming a leader in electronic businesses becoming a leader in electronic 
databases. databases. 
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Summary of ExamplesSummary of Examples
Increasing shareholder value by mergers and acquisitions Increasing shareholder value by mergers and acquisitions 
sometimes succeeds (Clear Channel, Kellogg and sometimes succeeds (Clear Channel, Kellogg and 
Thompson), sometimes fails (AT&T, Lucent, and Newell), Thompson), sometimes fails (AT&T, Lucent, and Newell), 
and takes time to evaluate (Proctor & Gamble).and takes time to evaluate (Proctor & Gamble).
Transformation of the enterpriseTransformation of the enterprise’’s value proposition to s value proposition to 
customers via new product and service offerings is customers via new product and service offerings is 
illustrated by the success of IBM, Kellogg, and Thompson illustrated by the success of IBM, Kellogg, and Thompson 
and, to a lesser extent, by Nokia.and, to a lesser extent, by Nokia.
Improving productivity via extensive process Improving productivity via extensive process 
improvements, as illustrated by IBM and Siemens, can improvements, as illustrated by IBM and Siemens, can 
transform an enterprisetransform an enterprise’’s value provided to customers, s value provided to customers, 
suppliers, and employees and increase shareholder value.suppliers, and employees and increase shareholder value.
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Enterprise Enterprise ““SolutionsSolutions””
SFA: Sales Force Automation SFA: Sales Force Automation 
CRM: Customer Relationship Mgt.CRM: Customer Relationship Mgt.
MRP: Materials Resource Planning MRP: Materials Resource Planning 
ERP: Enterprise Resource PlanningERP: Enterprise Resource Planning
SCM: Supply Chain ManagementSCM: Supply Chain Management
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Solution vs. ScopeSolution vs. Scope
SuppliersSuppliers’’
SuppliersSuppliers SuppliersSuppliers EnterpriseEnterprise CustomersCustomers CustomersCustomers’’

CustomersCustomers

SFASFA

CRMCRM

MRPMRP

ERPERP

SCMSCM
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Depth vs. ScopeDepth vs. Scope
SuppliersSuppliers’’
SuppliersSuppliers SuppliersSuppliers EnterpriseEnterprise CustomersCustomers CustomersCustomers’’

CustomersCustomers

Information Information 
IntegrationIntegration

Relationship Relationship 
DevelopmentDevelopment

Collaborative Collaborative 
SolutionsSolutions

Save Money & Reduce Time

Share Goals, Plans & Information

Co-Create High-Value Offerings
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Bottom LineBottom Line
Enterprise Solutions Do Not All Address the Enterprise Solutions Do Not All Address the 
Same Elements of Enterprise Value StreamsSame Elements of Enterprise Value Streams
Impacts of Solutions on Elements of Value Impacts of Solutions on Elements of Value 
Streams Differ With Type of SolutionStreams Differ With Type of Solution
Specific Nature of Value Deficiencies Should Specific Nature of Value Deficiencies Should 
Drive Consideration of Particular Solutions Drive Consideration of Particular Solutions 



3838

Transformation MethodologiesTransformation Methodologies
Classic Approach to Change (Lewin, 1947)Classic Approach to Change (Lewin, 1947)
Contemporary StepContemporary Step--byby--Step Step 
MethodologiesMethodologies

Gouillart & Kelly (1995)Gouillart & Kelly (1995)
Kotter (1995)Kotter (1995)
Rouse & Boff (2004)Rouse & Boff (2004)
Kessler (2005)Kessler (2005)

Composite TheoryComposite Theory--Based MethodologyBased Methodology
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Lewin (1947)Lewin (1947)

UnfreezingUnfreezing
MovingMoving
RefreezingRefreezing
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Gouillart & Kelly (1995)Gouillart & Kelly (1995)
ReframingReframing

1.1. Achieve MobilizationAchieve Mobilization
2.2. Create VisionCreate Vision
3.3. Build Measurement SystemBuild Measurement System

RestructuringRestructuring
4.4. Construct Economic ModelConstruct Economic Model
5.5. Configure Physical InfrastructureConfigure Physical Infrastructure
6.6. Develop Work ArchitectureDevelop Work Architecture

RevitalizationRevitalization
7.7. Achieve Market focusAchieve Market focus
8.8. Invent New BusinessesInvent New Businesses
9.9. Changing Rules Via ITChanging Rules Via IT

RenewalRenewal
10.10. Develop Reward SystemDevelop Reward System
11.11. Build Individual LearningBuild Individual Learning
12.12. Develop OrganizationDevelop Organization
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Kotter (1995)Kotter (1995)
Establishing a Sense of UrgencyEstablishing a Sense of Urgency
Forming a Powerful Guiding CoalitionForming a Powerful Guiding Coalition
Creating a VisionCreating a Vision
Communicating the VisionCommunicating the Vision
Empowering Others to Act of the VisionEmpowering Others to Act of the Vision
Planning for and Creating ShortPlanning for and Creating Short--Term WinsTerm Wins
Consolidating Improvements and Producing Consolidating Improvements and Producing 
Still More ChangeStill More Change
Institutionalizing New ApproachesInstitutionalizing New Approaches
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Rouse & Boff (2004)Rouse & Boff (2004)
PrinciplePrinciple Key ConceptKey Concept ““As IsAs Is”” ““To BeTo Be””

11 Technology OptionsTechnology Options

22 Uncertainty ManagementUncertainty Management

33 Portfolio of OptionsPortfolio of Options

44 Value Stream/NetworksValue Stream/Networks

55 OptionOption--Based ValuationBased Valuation

66 Decision Making ProcessesDecision Making Processes

77 Organizational StructureOrganizational Structure

88 Individuals & TeamsIndividuals & Teams

99 ChampionsChampions

1010 Incentives & RewardsIncentives & Rewards

Strengths, Strengths, 
Weaknesses Weaknesses 

& & 
DeficienciesDeficiencies

Programs to Programs to 
Remediate Remediate 

DeficienciesDeficiencies
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Intel & Intel & 
ExecutiveExecutive

IntentsIntents
1.3 Directives1.3 Directives

Needs &Needs &
RequirementsRequirements

Needs &Needs &
RequirementsRequirements

3.3 Intended 3.3 Intended 
SolutionsSolutions

2.3 Capable2.3 Capable
OperationsOperations

Phases Phases 

1.1 Intent &1.1 Intent &
MissionMission

DefinitionDefinition

1.2 Action1.2 Action
ProgramsPrograms

2.1 Capability2.1 Capability
ArchitectureArchitecture

2.2 Operating2.2 Operating
SystemSystem

3.1 Solution3.1 Solution
ArchitectureArchitecture

DefineDefine DeployDeploy ExecuteExecute

1.0 Purposes1.0 Purposes

2.0 Capability 2.0 Capability 

3.0 Solutions 3.0 Solutions 

TransformationTransformation
ProcessesProcesses

Kessler (2005)Kessler (2005)
Decision to Decision to 
TransformTransform

3.2 Solution3.2 Solution
DeliveryDelivery
SystemSystem
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Composite MethodologyComposite Methodology
1.1. Stimulate Need for ChangeStimulate Need for Change
2.2. Identify Value DeficienciesIdentify Value Deficiencies
3.3. Map Deficiencies to Work ProcessesMap Deficiencies to Work Processes
4.4. (Re)Design Work Processes(Re)Design Work Processes
5.5. Assess Required InvestmentsAssess Required Investments
6.6. Frame, Make & Commit to DecisionsFrame, Make & Commit to Decisions
7.7. Plan & Communicate Implementation of ChangePlan & Communicate Implementation of Change
8.8. Execute Plan Via Enterprise Social NetworksExecute Plan Via Enterprise Social Networks
9.9. Monitor & Adapt Plan ImplementationMonitor & Adapt Plan Implementation
10.10. Institutionalize Change & Abilities to ChangeInstitutionalize Change & Abilities to Change
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