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Hiding Strategy is Not Strategic

Severa years ago, the leaders of a successful corporation,
after spending monthsdiligently studying and slightly
refining their corporate strategy, announced their findings at
alarge company meeting. They were shocked, during
employee Q&A, to hear “I’m glad we now have a strat-

egy.”

This company regularly told the analysts and financial
community the details of their strategy, and the progress
they were making on the path to success. The financial
community generally regarded the company as well-run and
strategic. Unfortunately, their employees — the very people
they depended on to deliver results — were somewhat less
informed.

Communicating strategic plans for a corporation is very
difficult. It takes agreat deal of time and effort to reach all
stakeholder audiences. Each audience has a unique level of
understanding and interests that must be addressed. 1t can
be a challenge to communicate the business plans of a
large, complex organization in simple termsthat all under-
stand. And, it's a delicate balance between creating an
optimistic view of the company’s future and fostering
unrealistic expectations.

The communications challenge is even greater today, in the
wake of scandals and mismanagement that have led many
people to mistrust large corporations. The Sarbanes-Oxley
Act defines new rules for corporate behavior and makes
top executives personally accountable for the reporting of
the corporation. Top executives who have direct financial —
perhaps even criminal — culpability for what a corporation
says and does may be somewhat more reserved in

their communications.

Furthermore, based on Fair Disclosure regula
tions from the Securities and Exchange Com-
mission, public corporations must be very
careful to deliver potentially material informa-
tion —any information that could impact stock
price — equally among al stakeholders.
Companies must balance the needs of the
media and financia analysts, who actively
seek out intricate details of the business, and

those of other stakeholder groups who may take a more
passive approach.

However, instead of bringing al stakeholders up to the
same level of understanding on strategic issues that they
previously reserved for the financial community, some
corporations have limited business communicationsto a
series of “just the facts” news releases on quarterly
earnings. Leaders who are unprepared, or unwilling, to talk
about strategic plans for the future tend to focus on the
tactical activities of today.

The companies that communicate well, however, have
developed solid strategies for their corporations and have
succinct, clear messages about how their plans impact
each of their stakeholder groups. They communicate
openly, honestly and frequently about their strategic plans
and the steps they are taking — even if they are small steps
—toward achieving their goals. Each new product intro-
duced, or product taken off the market. Each manufactur-
ing plant opened or closed. Each key new hire, or each
layoff of personnel. Each acquisition or divestiture.

When corporations tie business devel opments back to a
solid strategy, and communicate effectively to all stake-
holder audiences, they are perceived as well-managed and
forward-thinking. If not, these events often appear as a
series of random, sometimes desperate, attempts to
respond to the challenge of the day.
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Corporate America has done a gener-  porate leaders must recognize the

ally good job of cutting businesses need to consistently share their view
back to profitability. Theeconomyis  of the business and the future with all
improving, and shareholderswill once  of the employees, customers, industry
again look for growthin addition to influencers and stockholders who ulti-
profits. More than ever before, cor-  mately impact the success or failure of

the plan. Each of these groups holds a
critical piece of the puzzle, and it isthe
responsibility of corporate leadersto
show where each fits into the big pic-
ture. ==

Earnings Releases Give Glimpse of
Strategic Leadership

Communicating corporate strategy to internal and external audiences requires a
diligent, multi-level and consistent approach. Simple, clear messages must be crafted,
then repeated at every opportunity to help stakeholders understand (and remember)
the strategy and how effectively business |eaders are delivering against it. Even
routine communications events such as earnings announcements are an opportunity
to reinforce corporate strategy and position company leaders as in touch and in
control.

Browse through earnings releases on the newswires and you' |l note the following
trends in the way CEOs are represented. Which of these companies would you
rather work for? Or invest in? Or buy from?

B  Wholsin Charge?

The release simply states the required facts of business performance, with no
attribution to any company leader. Chances are, if the leader of the company declines
to be involved in reporting business results he or she is probably not too interested in
publicly addressing corporate strategy.

B The Facts and ONLY the Facts.

“Sales of products remained strong throughout the fourth quarter and the year.
Improved manufacturing efficiencies, combined with good control of SG& A expenses,
resulted in operating income growing at more than twice the rate of salesin the
quarter and for the year.” Seems like the CEO has a good handle on the present...
why not add a comment about the future?

B \We Read Thisin a Textbook.

“We focus on making decisionsthat are cost effective, but we know we can’t save
our way to prosperity. We need to be growing our business while maintaining our
focus on cost control.” Unfortunately, this 13-page news release offered little insight
into how they would grow the business.

B WeKnow Where We're Going and Have a Good Plan to
Get There.

“We are committed to delivering consistent, long-term top and bottom line growth.
Our... growth plan will reinvest the cost savings we generate to build brand value,
transform our portfolio and expand our global scale — all supported by the new
global... organization structure we announced earlier this month.”

“We remain disciplined about running our business as efficiently as possible and
continue to pay close attention to expenses. Our strategy of better aligning our
agency force with the goals of the company is proving effective and as we improve
our profitability we will continue to reward our agents and share our success with
them.”
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