





Most executives today know their enterprises should be aligned. They know
their strategies, organizational capabilities, resources, and management
systems should all be arranged to support the enterprise’s purpose. The
challenge is that executives tend to focus on one of these areas to the
exclusion of the others, but what really matters for performance is how
they all fit together.

Consider McDonald’s. What does it take to be able to serve over 1% of the
world’s population — more than 70 million customers — every day and in
virtually every country across the world? Fanatical attention to the design
and management of scalable processes, routines, and a working culture by
which simple, stand-alone, and standardized products are sold globally at a
predictable, and therefore manageable, volume, quality, and cost.
Maximizing economies of scale lies at the heart of McDonald’s product-
centric business model. Efficiency is built into the design of its winning
organization in the form of formalized hierarchies of performance
accountability, a high division of labor, routinization of specialist tasks, and
teamwork at the point of sale. McDonald’s has been the market leader in its
sector for decades.

This is what enterprise alignment looks like. It means winning through a . .

tightly managed enterprise value chain that connects an enterprise’s r a n ] Za ] O n a
purpose (what we do and why we do it) to its business strategy (what we

are trying to win at to fulfill our purpose), organizational capability

(what we need to be good at to win), resource architecture (what makes

[ J
us good), and, finally, management systems (what delivers the winning A l] n I I l e n t
performance we need). The enterprise value chain is only as strong as

its weakest link.




What do we do and why
do we do it? Purpose is the loadstone upon which
every enterprise is built. Financial success is the
consequence of commercial enterprises fulfilling
their purposes well, but it is not to be confused
with enterprise purpose itself. Profit, for
example, is rarely a positive focus for people’s
effort.

Ask Yourself: What is the enduring purpose of
your enterprise? Why would it matter if you went
out of business tomorrow, and who would care? Is
your purpose clear enough that your investors,
employees, partners, and customers could
articulate it?

The Interdependent Components That Make Up a Strategically
Aligned Enterprise
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Organizational
e S

How well does our How well does our How well do our How well do our

organizational 'resources enable
fulfill our capability support development of our drive the

delivery of our required organiza- performance of our

business strategy? tional capability? valuable resources?

SOURCE JONATHAN TREVOR AND BARRY VARCOE © HBR.ORG



I What are we trying to win at to
fulfill our purpose? If purpose is what the enterprise
exists to achieve and why it matters, then business
stratefg is planning for what the enterprise must win at
to fulfill its purpose. Unlike its purpose, an enterprise’s
strate?y should flex and morph in response to future
opportunities and threats. The de%ree to which your
enterprise’s business strategy fulfills its purpose’is the
measure of its effectiveness.

The Walt Disney Company’s purpose is to “create
happiness by providing the finest in entertainment for
eople of all ages, everywhere.” How Disney creates
appiness is by offering’a range of consumer products
BDjsney Store, publishing, licensing), entertainment (Walt
isney Studios, Pixar, Marvel), and experiences (parks and
resorfs). It wins by pursuing high performance in each
area and by using each to support the others.

Ask Yourself: What are your offerings to customers, in the
form of products and services, and are they consistent
with your purpose? What’s missing? What do you do or
offer'that you shouldn’t? Who are your customers, and
what are they demanding of the products and services
you offer, now and in the future? Who are your
competitors, and what are they capable of offering that
yog arer?l’t? How do you need to be different to compete
and win?
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\ / What do we need to
be good at to win? Business strategy receives the
lion’s share of executives’ attention, but even the
best strategy is useless unless supForted by
appropriaté organizational capabilities. Itisa
reckless leadership team that commits to a business
strategy without knowing whether they can achieve
it. Traditionally, businesses competed on theijr ability
to execute their planned strategies for matching
supply to demand as efficiently as possible. Many
enterprises will continue to operate this way in
future, but additional capabilities are increasingly
important: the strategic value of organizational
capabilities such as agility (around the customer),
connectivity (between complementary offerings),
and innovativeness (to explore novel opportunities).

Ask Yourself: What do you need to be really g od at
to successfully achieve your winning strategy? What
are you capable of organizationally that your rivals
are not? How do you become uniquely capable of
fulfilling what markets and customers are demanding
of you, now and in the future?
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What makes us good? (And
how good are we?) Strategically aligned enterprises are
made capable by their organizational resources, including
people, structures, cultures, and work processes, and by
the degree to which they are configured to be
strategically valuable. People reflect the value of skills,
experience, and knowledge required to perform the
enterprise’s work; structure reflects the value of formal
and informal relationships, networks, and functional
connections through which work is structured; processes
reflect the value of planned and ad hoc work processes
and routines through which work is performed, and in
which valuable knowledge is retained organizationally;
and culture reflects the values, beliefs, and attitudes
that guide everyday working behavior.

Ask Yourself: What type of people are core to you being
superior at the things you need to be good at to win?
What type of culture might support collaboration
between complementary lines of business, if your
business strategy depends upon it? What types of work
processes are critical to your ability for inventiveness?
What type of structure will enable you to be agile enough
to compete for and win fickle customers repeatedly?
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What delivers the
winning performance we need? Management
systems include all aspects of management
infrastructure, operations, and tactics, from
information systems to employee performance
management. What management practices,
systems, and technologies best fit your winning
strategy for fulfilling your enterprise’s purpose?
What are appropriate measures of success, both
short and long term? Where is the focus of effort
and attention managerially in your enterprise,
and is it aligned to how you plan to win?
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Four Reasons for Misaligned Enterprises

Nobody “owns” enterprise alignment. Lorgroup is
end. Mul ndividuals and groups are
usually they are not as joined

ralent). Modern enterprises are too complex

1ce or rely solely on the wisdom of one individual.



Four Reasons for Misaligned Enterprises
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ENTERPRISE LEADERS
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FINANCIAL MANAGEMENT

I o ple Organization Chart

The chief financial officer often distributes the financial management responsibilities between Board of
the controller and the treasurer. The controller normally has résponsibility for all accounting-
related activities. These include such functions as; Directors

Chief Executive
Officer

g This function involves the preparation of the financial statements for
the firm, such as the balance sheet, income statement, and the statement of cash flows.

This department often has responsibility for preparing the firm’s operating
budgets and monitoring the performance of the departments and divisions within the firm.

This unit prepares the reports that the company must file with the various
government (local, state, and federal) agencies.

a P Given its responsibilities involving corporate. ac;ountin% and payroll
activities, the controller may also have management responsibility for the company’s data -
processing operations.

. The treasurer is normally concerned with the acquisition, custody, and expenditure of
funds. These duties often include

; able L111=11- This group monitors the firm’s short -term
finances forecasting its cash needs, obtaining funds from bankers and other sources when
needed, and investing any excess funds in short-term interest -earning securities.

; ; This department is responsible for analyzing capital
expendltutres that is, the purchase of long -term assets, such as new facilities and
equipment.

This department is responsible for analyzing the alternative sources of
long-term funds, such as the issuance of bonds or common ‘stock, that the firm will need to
maintain and expand its operations.

_Most companies have a department that is responsible for determining the
amount of credit that the firm will extend to each of its customers. Although this group is
responsible for performing financial analysis, it may sometimes be located in the marketing
area of the firm because of its close relationship to sales.

Investol : Many large companies have a unit responsible for working with
institutional investors (for example, mutual funds), bond rating agencies, stockholders, and
the general financial community.

I The treasurer may also have responsibility for the investment
of employee pension fund contributions. The investment analysis and portfolio management
functions may be performed either within the firm or through outside investment advisors.
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How Finance Impacts the

When Finances Look Good

ycquisitions and new
ional structure, with

When Finances Look Bad
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How Finance Impacts the

Structural Changes in an Upturn
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Structural Changes in a Downturn
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Anticipating Change
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IMPORTANCE OF INTERNAL RELATIONSHIPS

The value of understanding, teamwork, and commitment by employee
bottom-line results. /ior are -nglxc influenced by
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Multiculturalism in the Workplace
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The Definition of Multicultural
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Multicultural Basics

Multicultural Benefits

osites attract” is a popular relationship

1an people with shared backgrounds and

multicultural workforce, including a broader
lobal marketplace and better ability to adapt

» THE BENEFITS & CHALLENGES OF MULTICULTURALISM | N TH



More Ideas and More Creativity

different ways of approaching problems.

Builds Respect Among Employees

increased conversations

The Advantages Of
Multiculturalism

Improves Customer Service

shows a different face to the public

In The Workplace

Enhances Work Environment

helps people feel appreciated for who they are

WHERE MULTICULTURALISM GOES WRONG



BENEFITS

13 KEY BENEFITS
AND CHALLENGES
OF CULTURAL

DIVERSITY IN THE CHALLENGES
WORKPLACE




.....

Employee Engagement |
and Commitment
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Employee Commitment
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