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Strategy is a hypothesis and good strategy requires 
leaders who are willing and able to say no to a wide 
variety of actions and interests. Strategy is at least as 
much about what an organisation does not do as it is 
about what it does.

Business Strategy is 
a choice

All too much of what is put forward as strategy is not. 
The basic problem is confusion between strategy and 
strategic goals.

If you fail to identify and analyse the obstacles, you don’t 
have a strategy. Instead, you have either a stretch goal, a 
budget, or a list of things you wish would happen.

Good strategy works by focusing energy and resources 
on one, or a very few, pivotal objectives whose 
accomplishment will lead to a cascade of favourable 
outcomes.

When leaders are unwilling or unable to make choices 
among competing values and parties, bad strategy is the 
consequence.

At the core, strategy is about focus, and most 
organisations don’t focus their resources. Instead, they 
pursue multiple goals at once, not concentrating enough 
resources to achieve a breakthrough in any of them.

That uneasy sense of ambiguity 
you feel is real. It is the scent of 
opportunity.  

Given that we are working on the 
edge, asking for a strategy that is 
guaranteed to work is like asking 
a scientist for a hypothesis that is 
guaranteed to be true—it is a 
dumb request.

This document references work from: 

Lafley, A. G.. Playing to Win: How Strategy Really Works 

Richard Rumelt. Good Strategy/Bad Strategy: The 
difference and why it matters 
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The kernel of a strategy contains three elements:  

1. A diagnosis that defines or explains the nature of the challenge. A good diagnosis simplifies the often overwhelming 
complexity of reality by identifying certain aspects of the situation as critical.  

2. A guiding policy for dealing with the challenge. This is an overall approach chosen to cope with or overcome the obstacles 
identified in the diagnosis.  

3. A set of coherent actions that are designed to carry out the guiding policy. These are steps that are coordinated with one 
another to work together in accomplishing the guiding policy.

For a doctor, the challenge appears as a set of signs and symptoms together with a history. The doctor makes a clinical 
diagnosis, naming a disease or pathology. The therapeutic approach chosen is the doctor’s guiding policy. The doctor’s 
specific prescriptions for diet, therapy, and medication are the set of coherent actions to be taken.

In business, the challenge is usually dealing with change and competition. The first step toward effective strategy is 
diagnosing the specific structure of the challenge rather than simply naming performance goals. The second step is 
choosing an overall guiding policy for dealing with the situation that builds on or creates some type of leverage or 
advantage. The third step is the design of a configuration of actions and resource allocations that implement the chosen 
guiding policy.

A great deal of strategy work is trying to figure out what is going on. Not just deciding what to do, but the more 
fundamental problem of comprehending the situation.

Strategy Kernel
Richard Rumelt. Good Strategy/
Bad Strategy: The difference and 
why it matters 
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Detecting a bad strategy  
Look for one or more of its four major hallmarks:  

• Fluff. Fluff is a form of gibberish masquerading as strategic concepts or arguments. It uses “Sunday” words (words that are 
inflated and unnecessarily abstruse) and apparently esoteric concepts to create the illusion of high-level thinking.  

• Failure to face the challenge. Bad strategy fails to recognize or define the challenge. When you cannot define the challenge, you 
cannot evaluate a strategy or improve it.  

• Mistaking goals for strategy. Many bad strategies are just statements of desire rather than plans for overcoming obstacles.  

• Bad strategic objectives. A strategic objective is set by a leader as a means to an end. Strategic objectives are “bad” when 
they fail to address critical issues or when they are impracticable.

The diagnosis for the situation should replace the overwhelming complexity of reality with a simpler story, a story that calls 
attention to its crucial aspects. This simplified model of reality allows one to make sense of the situation and engage in further 
problem solving.

Talking with real estate experts and contractors about home remodelling, I learned that in assessing a property’s potential, one 
should identify the limiting factors. If a house is near a noisy highway, that is a limiting factor.  If you have a special skill or 
insight at removing limiting factors, then you can be very successful.

Gain perspective by shifting your attention from what is being done to why it is being done, from the directions chosen to the 
problems that these choices address.

Richard Rumelt. Good Strategy/
Bad Strategy: The difference and 
why it matters 
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Increasing value requires a strategy for progress on at least one of four different fronts:  

• deepening advantages,  

• broadening the extent of advantages,  

• creating higher demand for advantaged products or services, or  

• strengthening the isolating mechanisms that block easy replication and imitation by competitors.
Management may mistakenly believe that improvement is a “natural” process or that it can be accomplished by pressure or 
incentives alone.  

Frank Gilbreth pointed out in 1909, bricklayers had been laying bricks for thousands of years with essentially no improvement in tools 
and technique.  By carefully studying the process, Gilbreth was able to more than double productivity without increasing anyone’s 
workload. By moving the supply pallets of bricks and mortar to chest height, hundreds or thousands of separate lifting movements 
per day by each bricklayer were avoided.

Gilbreth’s lesson, still fresh today, is that incentives alone are not enough. One must reexamine each aspect of product and process, 
casting aside the comfortable assumption that everyone knows what they are doing.

Technically, it is the scarce resources underlying the advantage that increase in value.

One way to find fresh undefended high ground is by creating it yourself through pure innovation. 

The other way to grab the high ground—the way that is my focus here—is to exploit a wave of change. Such waves of change are 
largely exogenous—they are mostly beyond the control of any one organisation. No one person or organisation creates these 
changes. They are the net result of a myriad of shifts and advances in technology, cost, competition, politics, and buyer perceptions. 

It is hard to show your skill as a sailor when there is no wind. Similarly, it is in moments of industry transition that skills at strategy 
are most valuable. During the relatively stable periods between episodic transitions, it is difficult for followers to catch the leader, just 
as it is difficult for one of the two or three leaders to pull far ahead of the others. But in moments of transition, the old pecking order 
of competitors may be upset and a new order becomes possible

Increasing value Richard Rumelt. Good Strategy/
Bad Strategy: The difference and 
why it matters 
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Six of the most common 
strategy traps  
1.  The do-it-all strategy: failing to make choices, and making 
everything a priority. Remember, strategy is choice.  

2.  The Don Quixote strategy: attacking competitive “walled cities” 
or taking on the strongest competitor first, head-to-head. 
Remember, where to play is your choice. Pick somewhere you can 
have a chance to win. 

3.  The Waterloo strategy: starting wars on multiple fronts with 
multiple competitors at the same time. No company can do 
everything well. If you try to do so, you will do everything weakly. 

4.  The something-for-everyone strategy: attempting to capture all 
consumer or channel or geographic or category segments at once. 
Remember, to create real value, you have to choose to serve some 
constituents really well and not worry about the others. 

5.  The dreams-that-never-come-true strategy: developing high-
level aspirations and mission statements that never get translated 
into concrete where-to-play and how-to-win choices, core 
capabilities, and management systems. Remember that 
aspirations are not strategy. Strategy is the answer to all five 
questions in the choice cascade.  

6.  The program-of-the-month strategy: settling for generic industry 
strategies, in which all competitors are chasing the same 
customers, geographies, and segments in the same way. The 
choice cascade and activity system that supports these choices 
should be distinctive. The more your choices look like those of your 
competitors, the less likely you will ever win. 
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Six Tell-tale Signs of a 
Winning Strategy  
The world is complex so it is hard to tell definitely which results are 
due to the strategy, which to macro factors, and which to luck. But, 
there are some common signs that a winning strategy is in place.  

1.  An activity system that looks different from any competitor’s 
system. It means you are attempting to deliver value in a distinctive 
way. 

2.  Customers who absolutely adore you, and non-customers who 
can’t see why anybody would buy from you. This means you have 
been choiceful. 

3.  Competitors who make a good profit doing what they are doing. It 
means your strategy has left where-to-play and how-to-win choices 
for competitors, who don’t need to attack the heart of your market to 
survive. 

4.  More resources to spend on an ongoing basis than competitors 
have. This means you are winning the value equation and have the 
biggest margin between price and costs and the best capacity to add 
spending to take advantage of an opportunity or defend your turf. 

5.  Competitors who attack one another, not you. It means that you 
look like the hardest target in the (broadly defined) industry to attack. 

6.  Customers who look first to you for innovations, new products, 
and service enhancement to make their lives better. This means that 
your customers believe that you are uniquely positioned to create 
value for them. 

To create a strategy, one must put 
aside the comfort and security of 
pure deduction and launch into the 
murkier waters of induction, 
analogy, judgment, and insight.


Richard Rumelt. Good Strategy/Bad 
Strategy: The difference and why it 
matters 
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Emphasise focus over compromise. Focus 
on one aspect of the situation, not trying to 
be all things to all people.

Strategy is an integrated set of choices 
that uniquely positions the firm in its 
industry so as to create sustainable 
advantage and superior value relative to 
the competition.

Strategy is the answer to these five 
interrelated questions: What is your winning 
aspiration? The purpose of your enterprise, 
its motivating aspiration. Where will you 
play? A playing field where you can achieve 
that aspiration. How will you win? The way 
you will win on the chosen playing field. 
What capabilities must be in place? The set 
and configuration of capabilities required to 
win in the chosen way. What management 
systems are required? The systems and 
measures that enable the capabilities and 
support the choices. 

Lafley, A. G.. Playing to Win: How Strategy 
Really Works . Harvard Business Review 
Press.

Fight the seven signs of ageing strategy

Beneath Olay’s choices and capabilities, the team built supporting systems and 
measures that included a “love the job you’re in” human resources strategy (to 
encourage personal development and deepen the talent pool in the beauty sector) 
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Useful Tools

Lafley, A. G.. Playing to Win
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1.What’s the big issue with the marketplace right now? 

2.What’s the customers experience within the marketplace right now? 

3.How does this make them feel - what emotions are they experiencing? 

4.How do we want them to feel? 

5.What’s the goal on the other side of your product or service (for the customer)? 

6.What mistakes and assumption are customers making? 

7.What story do you want customer to tell others about you? 

8.What’s the word you want to own in the mind of your customers 

9.What values do you want to bring to this experience? 

10.Why do customers choose you above everyone else? 

11.What problem does your business solve for whom? 

12.What do your tribe value most? 

13.Who are your competitors and what are they doing / what is their strategy? 

14.How do your customer decide to buy? 

15.What is ripe for re-invention within your industry? 

16.What do you do that your competitors can’t easily copy?

Questions to help build a kernel
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