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Any new strategy is created in a social 
context – it isn’t devised by an individual 
sitting alone in an office, thinking their way 
through a complex situation. Rather, strategy 
requires a diverse team with the various 
members bringing their distinct perspectives 
to bear on the problem. 

A process for working collaboratively on 
strategy is essential, because all companies 
are social entities made up of a diverse 
network of individuals with different 
agendas and ideas. Those people need to 
think, communicate, decide, and take action 
together in order to accomplish anything 
meaningful. 

The logic flow outlined in this paper 
simplifies thinking about strategy by laying 
out its foundational analytical components 
and providing a consistent way to put the 
pieces together. But the framework alone 
isn’t enough to ensure that sound strategic 
choices are made within a company. You 
also need a process to facilitate making 
choices together. 

To define where to play and how to win, 
you’ll need to understand and reflect on 
your context. 

To do so, you have scores of tools at your 
disposal—from simple analyses like SWOT 
(strengths, weaknesses, opportunities, 
and threats) to purpose-built tools like the 
Boston Consulting Group growth matrix and 
General Electric – McKinsey nine box matrix 
to detailed frameworks based on particular 
strategic theories (the VRIN model 
which assesses the degree to which the 
organisation possesses capabilities that 
are valuable, rare, inimitable, and non-
substitutable, and which emerged from 
the resource-based view of the firm). 

Each of these tools, frameworks, and 
philosophies has its most helpful uses, but 
none considers the full strategic landscape. 
Alone, none can help you decide where to 
play and how to win. Together, they produce 
a potentially unfocused and overwhelming 
mass of data and analysis. 

Instead of picking and choosing among 
these tools, companies need to develop a 
more directed approach that can be applied 
to make where-to-play and how-to-win 
choices across contexts.

Ultimately, there are four 
dimensions you need to think 
about to choose where to play 
and how to win:

1. The industry. What is the 
structure of your industry and the 
attractiveness of its segments?

2. Clients. What do your clients 
value?

3. Relative position. How does your 
company fare and how could it 
fare, relative to the competition?

4. Competition. What will your 
competition do in reaction to your 
chosen course of action?

These four dimensions can be 
understood through a framework 
we call the strategy logic flow which 
poses six questions across the four 
dimensions (figure 1 – see page 3). 

This article is an excerpt from Playing to win: How strategy really works. The thought process outlined here provides a 
structured and efficient way of working from an idea/inspiration through to evidence-based judgement calls. Strategy 
is actually about decisions: what to do, when to do it, and how to deliver. The strategy logic flow detailed below (taken 
from Chapter Seven: Thinking through strategy) outlines an efficient and effective way of achieving this. – Peter Burow

Working through the strategy framework takes both 
patience and imagination. It also takes teamwork. 
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The strategy logic flow spurs a thoughtful 
analysis of your company’s current reality, 
context, challenges, and opportunities 
and leads to the development of multiple 
possible where-to-play and how-to-win 
choices. The flow runs from left to right as 
a framing mechanism and a rough order of 
operations – though as with pretty much 
everything to do with strategy, a lot of 
iterative back-and-forth is required. 

The flow of the logic runs from industry to 
customers to relative position to competitive 
reaction. It is in considering all of these 
together that strategic choices emerge, but 
different dimensions will be more or less 
important in different contexts.

Industry Analysis

The first component of the strategy logic 
flow is industry analysis. To determine 
where to play, you must assess the industry 
landscape. You must ask, What might be the 
distinct segments of the industry in question 
(geographically, by client preference, 
by distribution channel, etc.)? Which 
segmentation scheme makes the most sense 
for the given industry today, and what might 
make sense in the future? And, What is the 
relative attractiveness of those segments, 
now and in the future?

Segmentation

Industry segments are distinctive subsets 
of the larger industry along lines such 
as geography, product or service type, 
channel, client, and so on. Mapping 
industry segments is rarely straightforward; 
it takes work, reflection, and, often, the 
willingness to explore beyond the current or 
obvious segments to segments that do not 
currently exist. In many cases, the accepted, 
traditional industry maps are imperfect. 

Like the old maps of a flat world that showed 
edges you could sail off, industry maps have 
limitations; only by exploring the edges of 
those maps can you see things differently.

Attractiveness

Once you have articulated existing and 
new segments, you must understand the 
structural attractiveness of the different 
segments. Other things being equal, a 
firm would want to play in segments that 

have higher profit potential based on their 
structural characteristics. 

To understand structural attractiveness, 
we can turn to Mike Porter’s seminal five 
forces analysis and ask about the bargaining 
power of suppliers, the bargaining power of 
buyers, the degree of rivalry, the threat of 
new entrants, and the threat of substitutes 
(figure 2). Porter’s framework is a very useful 
aid to understanding the profit potential of 
markets and segments.

FIGURE 1: The strategy logic flow
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FIGURE 2: Porter’s Five Forces
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The five forces can be divided into two axes. 
The vertical axis – threat from new entrants 
and threat of substitute products or services 
– determines how much value is generated 
by the industry (and is therefore available to 
be split up among industry players). 

If it is very difficult for new players to enter 
the industry and there are no substitutes 
to the industry’s product or services to 
which buyers can turn, then the industry 
will generate high value. This is why the 
pharmaceutical industry was so profitable 
through the 1980s and 1990s; it took 
enormous capital and expertise to get into 
the business and the buyers generally had 
little choice but to pay up for the products, 
which had no substitutes. 

Contrast this to the airline industry. There, 
whenever profitability spiked, a slew of new 
competitors entered. Or, compare it to steel, 
where everything from plastic to aluminium 
to ceramics to titanium can be a substitute.

The horizontal axis determines which entity 
will capture the industry value – suppliers, 
producers, or buyers. If the suppliers 
are larger and more powerful than the 
producers, the suppliers will appropriate 
more of the value (think Microsoft and Intel 
in the PC business). If, on the other hand, the 
buyers are large and powerful, they will get 
a greater portion of the value (think Walmart 
versus the many small manufacturers whose 
products fill their shelves). 

The degree to which there is fierce rivalry 
affects which group captures value too. If 
rivalry between competitors is high, the 
dynamic will facilitate the appropriation of 
value by suppliers or buyers. A low degree 
of rivalry will protect profitability for the 
producers.

Porter’s five forces help define the 
fundamental attractiveness of a given 
industry and its individual segments. 
Understanding structural attractiveness 
allows individual managers to determine 
how to invest in various segments within 
their business.

Client Value Analysis

Armed with a map of the playing field and 
an analysis of the structural attractiveness of 
the individual segments, the strategist can 
move to the second major category in this 
framework: an analysis of client value.

Regardless of whether a firm wishes to be 
a cost leader or a differentiator, it needs to 
understand precisely what clients (its own 
and its competitors’ clients) value.

Clients 

Understanding clients is a challenging 
thing, because you can’t simply ask what 
they want, need, and value. Recall Henry 
Ford’s famous quip that if, at the dawn of the 
automotive industry he’d asked consumers 
what they wanted, they would have said, “A 
faster horse.” To understand the client value 
equation, you must truly get to know your 
consumers – to engage with them beyond 
the quantitative survey, through deeper, 
more personal forms of research – watching 
them, listening to their stories and visiting 
them at offices to observe how they evaluate 
your services.

Only through this kind of deep user 
understanding can you hope to generate 
insights about where to play and how to win.

Analysis of Relative Position

With an understanding of the industry and 
clients, the next step is to explore your own 
relative position on two levels: capabilities 
and costs.

Capabilities

In terms of relative capabilities, the question 
is, How do your capabilities stack up and 
how could they stack up against those of 
your competitors in meeting the identified 
needs of clients? 

In particular, could you configure your 
capabilities to enable your company to 
meet the needs of clients in a distinctively 
valuable way, underpinning a potential 
differentiation strategy? Or, at a minimum, 
could you configure your capabilities to 
enable the company to match competitors in 
meeting the needs of clients, underpinning a 
potential cost-leadership strategy? 

In other words, how could your capabilities 
be configured to translate to a measurable, 
sustainable competitive advantage?

Costs

The other half of an analysis of relative 
position relates to cost and the degree 
to which the organisation can achieve 
approximate cost parity with competitors or 
distinctly lower costs than competitors.

These are the key questions to consider 
on this front: Does the organisation have 
a scale, branding, or service delivery 
advantage that enables it to deliver a 
superior value offering at the same cost as 
the cost incurred by competitors? Or, Does 
it have a scale advantage, a learning-curve 
advantage, a proprietary process, or a 
technology that enables it to have a superior 
cost position?

The answer to these questions start to put 
parameters around the myriad of how-to-
win options. 

Competitive Analysis

Thinking through the first five boxes in figure 
1 should produce a range of potential where-
to-play and how-to-win choices. Before 
even thinking about deciding between these 
possibilities, you need to evaluate these 
potential places to play and ways to win for 
robustness against your current competitive 
strategies and anticipated competitor 
reaction. This is the fourth and final element 
of the logic flow. The question to address is 
this: Is there some competitive response 
that could undermine or trump the where-
to-play and how-to-win choices?

Inevitably, this is guesswork to some 
degree; you can’t know for sure what a 
competitor will or won’t do in the face of 
your actions. But forming a thoughtful 
hypothesis is important. It is better to ask 
what your competitors will likely do before 
you proceed than to simply wait and see 
what happens. Only strategies that provide 
a sustainable advantage – or a significant 
lead in developing future advantages – are 
worth investing in. You don’t want to design 
and build a strategy that a competitor can 
copy in a heartbeat, or one that will prove 
ineffective against a simple defensive 
manoeuvre on a competitor’s part. 

A strategy that only works if competitors 
continue to do exactly what they are already 
doing is a dangerous strategy indeed.
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 � Do explore all four critical 
dimensions of strategy choice: 
industry, clients, relative position, 
and competition.

 � Do look beyond your current 
understanding of the industry, 
pushing to generate new ways of 
segmenting the market.

 � Do explore a range of possible 
competitive reactions to your 
choices, and ask under what 
conditions competitors could block 
you from winning.

 � Do consider your client value 
equation. A winning strategy is a 
win-win-win: it creates value for 
clients and the company.

 � Don’t accept that entire industries 
are or must be unattractive; explore 
the drivers of different dynamics in 
different segments, and ask how the 
game could be changed.

 � Don’t expect clients to tell you what 
constitutes value; that is your job to 
figure out.

 � Don’t be blasé about your relative 
capabilities or costs; compare them 
with those of your best competition, 
and really push to understand how 
you can win against them.

Strategy logic flow 
dos and don’ts

Winning aspiration?1

5 Management systems?

4 Capability?

3 How we play?

2 Where we play?


