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Explain why resource allocation should always be
based on strategic priorities.

Early in the strategy implementation process,
managers must determine what resources (in terms
of funding, people, and so on) will be required and
how they should be distributed across the company’s
various organizational units. This includes carefully
screening requests for more people and new
facilities and equipment, approving those that will
contribute to the strategy execution effort, and
turning down those that don’t. Should internal cash
flows prove insufficient to fund the planned
strategic initiatives, then management must raise
additional funds through borrowing or selling
additional shares of stock to investors.

A company’s strategic priorities must drive how capital
allocations are made and the size of each unit's
operating budgets.

A company’s ability to marshal the resources
needed to support new strategic initiatives has a
major impact on the strategy execution process. Too
little funding and an insufficiency of other types of
resources slow progress and impede the efforts of
organizational units to execute their pieces of the
strategic plan competently. Too much funding of
particular organizational units and value chain
activities wastes organizational resources and
reduces financial performance. Both of these
scenarios argue for managers to become deeply
involved in reviewing budget proposals and
directing the proper kinds and amounts of resources
to strategy-critical organizational units.

A change in strategy nearly always calls for
budget reallocations and resource shifting.
Previously important units with a lesser role in the
new strategy may need downsizing. Units that now
have a bigger strategic role may need more people,
new equipment, additional facilities, and above-
average increases in their operating budgets.
Implementing new strategy initiatives requires
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managers to take an active and sometimes forceful
role in shifting resources, not only to better support
activities now having a higher priority but also to
capture opportunities to operate more cost-
effectively. This requires putting enough resources
behind new strategic initiatives to fuel their success
and making the tough decisions to kill projects and
activities that are no longer justified.

Google’s strong support of R&D activities helped
it grow to a $527 billion giant in just 18 years. In
2013, however, Google decided to kill its 20 percent
time policy, which allowed its staff to work on side
projects of their choice one day a week. While this
side project program gave rise to many innovations,
such as Gmail and AdSense (a big contributor to
Google’s revenues), it also meant that fewer
resources were available for projects that were
deemed closer to the core of Google’s mission. In the
years since Google killed the 20 percent policy, the
company has consistently topped Fortune, Forbes,
and Fast Company magazines
companies” lists for ideas such as Google Glass, self-
driving automobiles, and Chromebooks.

most innovative

Visible actions to reallocate operating funds and
move people into new organizational units signal a
determined commitment to strategic change. Such
actions can catalyze the implementation process
and give it credibility. Microsoft has made a practice
of regularly shifting hundreds of programmers to
new high-priority programming initiatives within a
matter of weeks or even days. Fast-moving
developments in many markets are prompting
companies to abandon traditional annual budgeting
and resource allocation cycles in favor of resource
allocation processes supportive of more rapid
adjustments in strategy. In response to rapid
technological change in the communications
industry, AT&T has prioritized investments and
acquisitions that have allowed it to offer its
enterprise customers faster, more flexible networks
and provide innovative new customer services, such
as its Sponsored Data plan.
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Merely fine-tuning the execution of a company’s
existing strategy seldom requires big shifts of
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resources from one area to another. In contrast, new
strategic initiatives generally require not only big
shifts in resources but a larger allocation of
resources to the effort as well. However, there are
times when strategy changes or new execution
initiatives need to be made without adding to total
company expenses. In such circumstances,
managers have to work their way through the
existing budget line by line and activity by activity,
looking for ways to trim costs and shift resources to
activities that are higher-priority in the strategy
execution effort. In the event that a company needs
to make significant cost cuts during the course of
launching new strategic initiatives, managers must
be especially creative in finding ways to do more
with less. Indeed, it is common for strategy changes
and the drive for good strategy execution to be
aimed at achieving considerably higher levels of
operating efficiency and, at the same time, making
sure the most important value chain activities are
performed as effectively as possible.

INSTITUTING POLICIES AND
PROCEDURES THAT
FACILITATE STRATEGY
EXECUTION
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Explain how well-designed policies and procedures
can facilitate good strategy execution.

A company’s policies and procedures can either
support or hinder good strategy execution. Anytime
a company moves to put new strategy elements in
place or improve its strategy execution capabilities,
some changes in work practices are usually needed.
Managers are thus well advised to carefully consider
whether existing policies and procedures fully
support such changes and to revise or discard those




