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I Strategic Planning_ The Tellusant Synthesis

Tellusant is dedicated to

building new, scientifically Tellusant is streamlining strategic planning by creating a ehasgd SaaS
based, decision platforms platform that automates many of the quantitative parts of a strategic plan (and some
for executives in consumer gualitative parts). The platform allows executives and analysts to work more
goods and other industries. quickly and more collaboratively, with higher precision and less rework. This

, o generates both quality and efficiency benefits.
The starting point is to

streamline the strategic The Tellusant platform cal |l endakingeThd u Pl an
planning process by lever- goal is to augment some of the quantitative aspects of strategic planning so that
aging a software -as-a-ser- executives can spend more time on higlue added tasks.

vice (SaaS) solution .
To make the platform useful, we need a strategy framework that anchors the

The comperkiy m-s various components of théggform. This article describes this framework and how

formed by decades of expe- it links back to strategic thinking authorities.
rience. It builds on a deep

knowledge of how deci- The following chapters discuss:

sions are made during an- I

nual planning cycles, and 9 Strategy definitions and history

how to create the support- 1 Tel | usrateictp@drsing
ing materials that are the framework

foundation for decisions.
1 Tel | usirategplasng ‘

This knowledge is codified process

in TelluPlan and Tellu-

Base ,t he <comma Therighthandfi s t r eubaewgly

terlinked SaaS offerings. gradually be filledn asthestratey
conceptare explored

1. STRATEGY DEFINITIONS

The starting point is eeviewof what strategy is and how it has evolved since the
early 1960s. Any new framewoniusttake the various historical strategy concepts
into account to be credible.

Strategy Versus Operations and Tactics

What is strategy? Having a correct definition is @uto any strategisiThe U.S.
Marine Corps' definition in manual #¥yarfighting is instructive!
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TheMarine Corps definitions thereforeadapted to a corporate setting. Corporate
activities thus take place at three interrelated levels:

9 Strategy has the longest time horizon and the broadest scope. It covers all
functions and geographies for the business unit or company at hand.

9 Operations hdge the strategy into tactics. Operations are conducted in
campaigns (for example, brand renovatiwentering a new market).

9 Tactics are the practical implementation of the operational campaigns.

...coordinates and focuses all
company assets to reach a set of
objectives. It assigns resources and
sets boundaries over the long run

STRATEGY

..link strategy with tactics and

OPERATIONS answer the whe_n ,'where’, and wh_at
questions over time and across units
in the medium term

...deal with the here and now in a

creative manner while building on
TACTICS repetitive methods and procedures.

They result in short term action

Scope [l TACTICS UL

Time
horizon

OPERATIONS

Source: US Marine Corps: ‘Warfighting’; Tellusant synthesis

Sometimes strategy and operations are part of the samé piais calleda stra-
tegic plan 3-year planor similar. It hadothstrategicandoperational elemesat



Differences Between Planning Processes

Many executives are unclear about the differenigetween strategy (develop-
ment), strategic planning, and financial budgeting. The graph below shows these
differences.

* Ad hoc when need arises at corporate or divisional levels
* High level thinking

 Porter’s 5 forces or similar

* 5-10 years horizon

* Usually with external advisors

* No automation

STRATEGY

* Annual cycle at country / BU level
« Fairly detailed templates

* KPIs and financials important

* 3-5 years horizon

» Usually by company executives

* Little automation

STRATEGIC PLANNING

* Annual cycle covering all organizational units

+ Strict templates with data pull from financial systems
* Detailed revenue, cost, and capex commitments

FINANCIAL BUDGETING * Well established process since decades back

» Usually by company executives

* Significant automation

A few observations:

9 Strategy development and strategic planning are often seen as the same
thing. They are not. Strategievelopment is a truly intellectual exercise
performed on an ad hoc basis. It seeks high level answers for where the
company should be heading.

9 Strategic planning is somewhere between strategy development and budg-
eting. It is programmatic (annual, tempBjteand defines what line man-
agers should achieve over the next few years.

1 Strategic plans are not extended financial budgets. They focus on the op-
erating realiesthat in turn feed into budgets.



Strategy Evolution

How has the definition dftrategy evolved over the years?

There are four strands of thinking, depicted in the graph below, that today form the
core of strategthinking.

EVOLUTION OF STRATEGIC THINKING

1990

1990
Core
Competence
C.K. Prahalad

Cascade of
Choices
R. Martin

G. Hamel

1985 1985
Value Chain Dynamic SCP
Michael Porter J. Stuckey
(McKinsey & Co)

1984
Resource-
based View
B.Wernerfeldt

1979
5 Forces
M. Porter

1959
Structure—
Conduct—
Performance
J. Bain

1930s-

Pre-SCP

E. Mason
J. Robertson
E. Chamberlin

Any strategy frameworknustincorporate most elemenfsom the four frame-
works. The next chaptereconcileghem starting with an overview of each.



2. TELLUSANT'S STRATEGIELANNING
FRAMEWORK

In contrast to the classical static frameworks, Tellusastdeveloped dynamic
framework where important trends are switched in and out over time. This is then
overlaid o our synthesis of the classical frameworks. In a g framework
makes itself obsoleteccasionallyand is then refreshed.

This is arguably a revolutionary idea: a dynamic, @re&nging framework of its
time. Apart from being practical, it is alsoenesting since humans like novelty.
This approach will always feel fresh. Thtieframework is divided into two com-
ponents:

1. A static component called EMIO that is anchored in the recamomic
frameworks discussed below

2. A dynamictrendsbased, component that captures the issues of the day

This isdiscusgdin the rest of the chapter.

Overview of Classical Strategy Frameworks

Strategy frameworks were first introduced in the late 1950s and have been en-
hanced and expanded on tilighday. Tellusant's framework aims to incorporate
these frameworks.

Structure. Conduct Performance (SCP)

Strategy as a distinct discipline arguably started with Prof. Josepls'Bhivok
Industrial OrganizationlIn it he described the SGRradigm. Even today, it is the
dominant strategic framework in academia, and thousands of companies have ap-
plied it over the years.

The graph below shows the elements of 3CP.

1 No relation to Bain & Company



JOSEPH BAIN'S STRUCTURE CONDUCT PERFORMANCE
With John Stuckey (McKinsey) dynamic additions

STRUCTURE l CONDUCT PERFORMANCE

Regulations + Seller + Seller « Profitability
Commodity concentration concentration » Production
prices » Product » Product scale
Credit differentiation differentiation efficiencies
availability + Barriers to + Barriers to « Innovation and
Exchange entry entry research
rates * Buyer + Buyer efficiency
Inflation and concentration concentration  Social
cost of capital ~ « Barriers to exit » Barriers to exit dimensions

/ sunk costs / sunk costs

» Market » Market
demand demand
growth growth

McKinsey & Co updated the framework in the 1980s witlyaamic componerit.
Industries tend to experience shocks such as a pandemic, recessions, inflation,
technology shifts, and more. Such shocks lead to changes in market structures,
impacting player conduct in those markets, and resulting in altered penftema
levels.

Strategies are revised to adjust to these new conditions, leading to continuous re-
newal for those that are quick to recognize changes.

Five Forces and Value Chain

Porter's Five Forces framewdriis a direct outgrowth from SCP. Its main value
added is that it explains the concepts of SCP in a more accessible way. Like SCP,
it is mainly concerned with the external world although the application of the
framework also touches on what companies could do strategically. An example is
the pursuit of sale versus the pursuit of differentiation, and how hard it is to do
both.



MICHAEL PORTER'S FIVE FORCES / VALUE CHAIN

Bargaining
power of
suppliers Infrastructure

Human resources
R&D
Procurement

Threat of Industry Threat of

new entrants rivalry substitutes

Bargaining
power of
buyers

Inbound
logistics
Operations

market
Sales &
marketing

Route to

The Value Chain conceptiakes an internal view of strategy. Where in the ele-
ments of the value chain and their combination lie a company's competitive ad-
vantage? This persp@cee transcends SCP.

The Five Forces together with the Value Chain create a somewhat complete stra-
tegic framework. But not fully. This is where the resotlvased view adds to
strategic thinking.

Resource-based View (RBV)

Prof. Wernerfelt took aadically different view of what makes companies distinct.
His RBV framework focuses on the resources a company can marshal rather than
what the external environment looks like.

BIRGER WERNERFELT'S RESOURCE-BASED VIEW

Companies

IELGILIC  build on resources JRERT[

Hetero-

geneous that must be

VRIO
resources

Competitive advantage




The underlying thesis is that companies succeed when they focus omeyhdot
best, rather than trying to adapt to the environment in a reactive fashion.

Key to the framework are resources that are valuable, rare, inimitable, and orga-
nized (VRIO). Such resources can be tangible like a warehouse in an optimal lo-
cation where n@ompetitor can find space, or intangible such as industry leader-
ship through intellectual prowess.

It is important that the resources are heterogeneous (such that the mix of resources
cannot be replicated), and they are not easily moved to other com(magiepa-
tents).

Prof. Prahalad and Hamel further enhanced RBV and made it more accasaible
broader audienceith the Core Competence framewdrk.

Cascade of Choices

Martin developed the Cascade of Choices frametwostile at the strategy con-
sulting Monitor Company and refined it while Dean of the Rothman School of
Management.

Most executives are familiar withhere to playandhow to winparadigm but may
not know the origin of it.

ROGER MARTIN’'S CASCADE OF CHOICES

Winning

aspiration
-
play
How to \4
M win

Required TN

jl capabilities

Required

\SS processes

Cascade of Choices is as much about process as it is about substaapeotiass
through which executives in several steps move from aspiration to what is required
to succeed.



ENVIRONMENT MARKET INITIATIVES OUTCOMES

Socioeconomic conditions

» Economic growth

» Demographic trends

« Socioeconomic class
composition

= Urbanization

Government policies

» Fiscal / monetary policy
+» Taxes & subsidies

« Regulations

« Investment incentives

+ Trade rules

« Antitrust policy

» Corruption

Infrastructure

« Information &
communications
technology (ICT)

» Transport and logistics

« Education

Risk

« Economic

« Political

» Technological

EMIO Framework

Based on the classical framewseknew synthesis creaed:the Environmerd
Marke® Initiativesd Outcomes (EMIO) framework shown in the graph below.

TELLUSANT’S EMIO FRAMEWORK

Market demand

+ Category dynamics

» Growth drivers

« Substitutes

» Price & income
elasticity

Industry supply

« Level of competition

+ Product differentiation
« Brand power

- Barriers to entry

» Efficiency

« Capacity utilization

Value chain economics

« Economies of scale /
scope

« Supplier economics

 Marketing
effectiveness

« Distribution economics

Company position

« Competitive advantage
 Resource base

« Societal standing

Strategic priorities
» Market breadth

- Geographic reach
- Vertical depth

Commercial activities

« Product portfolio

» Pricing

- Marketing spending

» Route-to-market /
channels

« New product
development /
innovation

Supply chain activities
« Production processes
» Procurement
« R&D priorities

Finance

» Funding gaps

- Capital spending
priorities

Resources

» Resource acquisition
« Competence building

Market performance

» Market growth

» Price trends

» Share relative to
substitutes

» Industry value & profit
pools

Player performance

» Productivity

« Organizational
effectiveness

» Growth

» Relative market shares

» Profitability

» Cost of capital

» Share of profit pool

Behind each topic is a method for quantitatively or qualitatively analyzing it.

The goal is to have a framework that fits strategic planning rather than strategy
development (see distinction earlier):

1 Explicitly covers the external environment and the resource side

1 Spells out the required initiatives so that implementation plans (operations
and tactics) can be built

9 Highlights the outcomes inraulti-faceted way including and beyond fi-

nancial results
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The graph below shows how the elements of the four classical fransearerk
incorporated in EMIO. As intended, the classical frameworks are exhaustively
covered inEMIO.



