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Currently, strategy development is
somewhat neglected in chemical companies
doing business in China. For foreign
companies, this is mostly due to the
dependency of headquarter decisions
and the lack of strategy development
expertise in China. In contrast, domestic
companies often lack a clear strategy
development process altogether and rely on
opportunistic decisions, which sometimes
later are then called a strategy. However,
long-term research has clearly proven the
superior success of businesses with a well-
defined strategy. This paper will therefore
describe some broad characteristics of a
suitable strategy development process for
companies active in the chemical industry
in China.

In contrast to a plan, a strategy focuses
on the outcome and the broad directions
taken to get to this outcome. It thus needs
to be determined before developing a
plan, which will focus primarily on the
individual steps rather than on the overall
result. Basic characteristics of a strategy
are its longer-term, broader perspective,
the description of a chosen end point or
situation and its flexibility and adaptation
for change. Strategies are particularly
relevant in circumstances with both high
complexity and substantial adversity (e.g.,
strong competitors). These circumstances
exist in almost any segment of the
chemical industry in China, highlighting
the importance of strategy. However,
developing a suitable strategy can be a
challenge, particularly if within a company
there is limited experience with this
process.

The strategy development process can
be described as a circular four-step process
covering situation analysis, strategy design,
strategy implementation and strategy
review (Fig. 1). It is important to pay
attention to all 4 parts, not only the strategy
design. This is an error frequently occurring
— however, it needs to be avoided as it leads
to either the design of unsuitable strategies,
the inadequate implementation of such
strategies, or lack of flexibility to adapt
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strategies to changing circumstances.

Fig. 1: Generic Strategy Development
Process

Essentially, each of these four steps aims
at answering a single key question:

» What is the situation of the company
relative to the current and likely future
market situation? (Analysis)

» What is the best realistically achievable
position for the company in the next few
years, and how can we broadly get there?
(Design)

* Which detailed steps are necessary to get

to this position? (Implementation)

* Once implementation has started, which
checks and modifications are necessary
to ensure the chosen path is still correct?
(Review)

While this process is generic, it has
specific issues that are particularly relevant
when it is applied to chemical companies
doing business in China.Table 1 gives
examples for some of these specifics.

For each of these steps, a multitude of
tools are available — some highly useful,
some only applicable in specific situations
and some more or less useless. Below,
some of the better ones will be briefly
discussed. For practitioners, the challenge is
less to gather theoretical knowledge about
these tools. Rather, practitioners lack the
knowledge to select the most suitable ones,
and the experience to utilize them in a way
that maximizes their value while limiting
the time and other resources required for
their usage.

The first phase, the analysis of the

Tab. 1: Examples for Specifics of Strategy Development Process
for Chemical Industry in China
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Fig. 2: Tools and outcome of analysis phase of strategy development process

situation, is about understanding the
company position relative to the current
and future market situation. It is important
to ensure that both the internal and the
external perspective are taken into account -
Chinese chemical companies tend to neglect
the internal perspective, which is one of
the reasons for the intense competition in
the Chinese chemical market whenever a
new technological opportunity arises, such
as coal chemicals or solar technology. So
instead of only asking which markets are
attractive, an equally important question
is which capabilities the own company
has which will make it more successful

in specific markets than likely competitors.
These capabilities need not be on a purely
technological level but can include aspects
such as access to channels, a specific
customer portfolio, brand reputation, access
to raw materials etc. Experienced consultants
have lists of potentially relevant capabilities
— these lists can be used to quickly examine
core strengths of a company.

For the analysis phase, a particularly
large number of tools are available, some
of which may be difficult to employ due to
lack of good data (e.g., benchmarking) or
internal capacity to analyze data. This makes
the selection of the preferable tools — which

Fig. 3: Design phase of strategy development process with outcome

the company should gain some experience
with beforehand, either in practice or via
trainings - all the more vital. Fig. 2 shows
some of them along with some comments
regarding their application. It may not be
necessary to utilize all of them — however,
in any case the analysis phase should
result in a clear understanding of where the
company is currently positioned relative to
the market and its competitors, and where
it is likely to be in 3-5 years if no measures
are taken.

The second phase, strategy design,
may be regarded as the core of the overall
process, though in terms of time consumed
it is actually the shortest of all four
phases, and its success depends both on
the understanding gained in the previous
phase and the professional execution in
the subsequent phases. The core issue for
this phase is to define the future position
of the company and the broad approach
to reach this position. Particularly for the
China strategy, there will be limitations
given by the headquarters which provide
an important input for the design phase.
Other input may come from local resource
limitations, though it may also be decided
to try and overcome these. However,
the key input comes from defining the
key drivers of success in the respective
business, outlining actions for each lever,
and bundling corresponding actions
to a strategic option. Several strategic
options are then evaluated, either by
a quantitative approach (though the
reliability of the input data may be an
issue), or by a more qualitative evaluation.
The evaluation criteria used should be
based on the company’s core objectives,
ideally as stated in the vision and mission,
alternatively derived from statements of top
management. After the strategic option has
been chosen, it may also be necessary to
review the organizational structure. Finally,
key high-level actions are defined for each
lever.

On a more practical level, it is important
to utilize a wide range of contributors
(primarily internal, but ideally also some
external ones) for strategic options and
suggestions. This can be achieved, e.g., via
general methods such creativity techniques,
interviews, workshops etc., which cannot
be discussed in this paper. However, there
are also specific tools which are shown in
Fig. 3 along with the outcome of this phase
of the strategy development process. It is
important to be familiar with the practical
application of these tools before using them
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Fig 4: Implementation phase of strategy development process with outcome

Fig. 5: Review phase of strategy development process with outcome

in the actual process. Such familiarization may be achieved via trainings and case
studies.

Despite the high importance of the implementation phase, it is harder to make
general statements about this part of the strategy development process than about the
previous steps. This step is highly operational and depends strongly on the quality

Fig. 6: Example of use of selected tools in strategy development process
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of the individual employees implementing the
strategy in their individual areas. The tools
applicable are similar to those generally applied
in project management and include a variety of
plans, e.g., for tasks, responsibilities, resources
and milestones. Similar to other projects, it is
important to have a high-level team responsible
for the progress and control of the overall step
(see Fig. 4).

The final phase, strategy review, takes
into account that a strategy is determined
at a specific point in time in which specific
conditions exist. In the review phase, these
assumptions are regularly reviewed in order
to assure the validity of the strategy. Apart
from leading to minor changes in the strategy,
the main objective of the review phase is
to initiate another strategy review process
in case of major deviations between the
strategic assumptions and reality (see Fig. 5).
Deviations between the strategic goals (e.g.,
regarding revenue) and reality, as identified
in the strategy review phase, may also trigger
a rerun strategy development process. In this
case, the overall process returns to phase
1 (analysis) of the strategy development
process as shown in Fig. 1.

Overall, the strategy development process
is less of a theoretical exercise than the
description above suggests. Key to a successful
process is the appropriate use of tools, which
in itself is more an issue of experience than
of deep theoretical knowledge. The complete
strategy development process may then look
like what is shown in Fig. 6, though for the sake
of space not all tools are shown that should be
used in a typical process.

The strategy development process for a
specific chemical company can be executed
with or without external help. While the
functional expertise and outside perspective of
external consultants can substantially improve
the quality of the strategy, their contribution
will also add to the cost of the process. An
intermediate solution is to have some of the
internal staff later involved in the strategy
development process attend external trainings.
These trainings cannot provide a specific
company strategy but are a cost-efficient way
to familiarize the staff with the different tools
(which in this paper could only be listed) and
the process employed in defining a winning
strategy. In such trainings, the different tools
are practiced using case studies to design the
strategy of fictitious (but realistically designed)
chemical companies. Management Consulting
— Chemicals offers such courses, and the author
of this paper is happy to provide additional
information upon request (kai.pflug@mec-
chemicals.com). u





