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Background 

  

With a strong desire to continually improve my rate of learning, I scoured the business school world in 

January for a course on the latest thinking in strategy. HAAS Berkeley to me looked a good option as it 

was close to Silicon Valley, arguably the hot spot in the world for business entrepreneurship, and 

hopefully the course would challenge traditional strategic thinking. The week’s course was titled “Strategy 

in a Competitive Markets” and looked a good fit. The course was facilitated by Professor Toby Stuart who 

had worked previously at Harvard and University of Chicago. This guy knows his stuff! 

  

When for example, being asked on day one “who was/is the fastest growing company in value terms in 

world history that went from $0 to $70 bn in 7 years?” (The answer is Uber), I knew this was going to be 

an interesting week given the schools strong connection to “the valley”. 

  

The quote from Drew Houston, the 30 year old CEO and founder of Dropbox on day three “Our rate of 

learning must exceed our rate of challenges” also affirmed how we all must continually build our individual 

capability and knowledge. 

Key Lessons 

1. Technology will drive efficiency 
 

The ongoing message over the week was that the changes we have seen in technology in the last 30 

years are “1%” compared to the changes we will see over the next 30 years being “99%”.  In other words, 

with respect to technology," we ain't seen nothing yet!” Couple this increase in the power of technology, 

with plummeting costs of technology and we are in for major change. 

  

For example, in three years since drones became main stream, we know have drones linked to the 

“cloud”, and more recently drones that have become “flying smart phones.” While aviation is blocking the 

growth of delivery drones, the technology will play a big part in business where remote inspection is 

needed, particularly in farms, construction, remote locations and manufacturing. Drones will become 

accurate inspectors. If we think this is all futuristic, Sam Walsh of Rio Tinto stated in the March HBR that 

Rio run 15 iron ore mines, 1,700 kilometres of rail, three power stations, four ports and various other 

facilities in real time from a remote operations complex in Perth. 

  

The manufacturing paradigm will switch from mass production and Henry Ford’s famous quote, “you can 

have any colour you want as long as it is black” to a the new manufacturing paradigm back to 

customisation by robots and “what colour do you want?” The future of Human Resources will be not ‘who 

is the best candidate” but rather “Can I and how do I replace this role with technology?” 

  

Drew Houston, aged 30, and CEO and founder of Dropbox, recently had the business valued at $10bn. 

He has 1100 people, and when asked what is biggest challenge was, he said “understanding my people.” 

  

A couple of the attendees had visited the Tesla plant the previous week. They have visited other plants 

such as GM and BMW and were astounded at the complete lack of people at Tesla compared to the 

others. Why? Elon Musk has been able to build a new manufacturing model from scratch. 

  

Questions/Implications for ‘Your Business’ 

  

The cost of Australian labour is too high and not sustainable in the global market we are in. What 



is our technology plan? Where can we replace labour with technology over the next few years and 

improve the business outcome? If we don’t invest in technology, someone else will. This leads to 

point number two. 

 

 

2. If we were an entrepreneur in our industry in Australia and looked to set up from 

scratch in the next 6 months how would we set up our business?   

 

Elon Musk and Tesla may or may not succeed. He is losing big dollars as he tries to grow the business 

and the jury is out. What he has taught the business world however, is a massive lesson. 

  

Previously car manufacturers felt, that while their world was extremely highly competitive, the barriers to 

entry were too high for any new players. An estimated minimum investment of $10bn, coupled with a 

market of low margins and incumbents brand strength meant that they (the incumbents) at least felt safe 

from the threat of new entrants. Not anymore. 

  

Musk has shocked the automotive world by starting up an automotive business for a tenth of the cost that 

everyone previously believed. Furthermore, his business model of eliminating dealerships and minimal 

components has made his ongoing cost model much lower than his competitors who are stuck. For 

example, Toyota dealerships are not going to accept a no dealerships model from Toyota without a 

massive fight. They have paid too much. We are seeing this same scenario play out in a smaller scale in 

the taxi industry and its fight with Uber. 

  

Questions/Implications for ‘Your Business’ 

  

We need to ask the hypothetical question, if were setting up a brand new business in dips/dairy 

snacking from scratch, how would we do it? This doesn’t mean we have to change our current 

model but it may identify changes we need to make and also how a new player might think. This 

leads to point number three. 

 

 

3. Our current competitors may not be our future competitors   

 

Last month, Volkswagen paid $300 million for Uber rival Gett. BMW announced Google as a new 

competitor. What is happening in the automotive industry? 

  

Tesla has shown Google, Apple, and Uber that entering the car industry is easier than first thought, as 

explained in point two. 

  

What automotive is showing the world, is that barriers to entry to many industries are falling, and hence 

the threat of new entrants is high. 

  

Questions/Implications for ‘Your Business’ 

  

We need to think, who might be a new entrant to our industry. Who is watching from a distance, 

and might consider food manufacturing as an adjunct to their current business? This leads to 

point number four. 

 

 

 



4. Porters 5 Forces   
 

Michael Porters 5 forces model is useful when studying the dynamics of an industry. While the original 

thinking dates back to 1979, it is still a very useful tool to lead the discussion around the development of 

strategy today. The five forces are shown below. 

 

 

 

If we look at an your industry, the following initial thoughts come to mind: 

  

Industry Rivalry – Probably medium to high 

Bargaining power of suppliers – Probably medium to low 

Bargaining power of buyers – High to Extreme (Certainly in retail) 

Threat of new entrants – Medium 

Threat of substitutes – What could the buyers substitute for our product - Medium 

  

Questions/Implications for ‘Your Business’ 

  

It is worth the advisory board spending some time on reviewing these forces and coming to some 

conclusions as to what the forces mean for the business now and in the future. 

 

 

5. The importance of being the number one or two player in your chosen market   

 

Once businesses start to develop real growth and become major players in a market, there is real 

evidence to suggest that generally it is useful to be number one or number two in a market. I won’t go into 

detail in all the case studies, but it is a general view I formed over the week. Businesses that are number 

three, four or five can be shut out particularly as big customers start to consolidate. 

  

There is other external evidence that supports this thinking. 

 

There will be no room for the mediocre supplier of products and services—the company in the middle of 

the pack. – Jack Welch 

 

Also, Al Ries and Jack Trout, USA leading thinkers in this area have written many books and published 

articles on the topics. Their view is that it is not the marketing spend, but rather the first to a market in the 



consumer’s mind that usually wins. 

  

Here is a useful commentary in more detail  http://www.quickmba.com/marketing/ries-trout/positioning/ 

  

Questions/Implications for ‘Your Business’ 

  

What is our thinking on where we sit in the rankings? Do we see it as an important issue? 

 

 

6. The Global Opportunity   

 

One major take from the week is the continued threat and opportunity from globalization. People can now 

buy anything from anywhere whether it is a product or service. On the Wednesday morning we learnt 

game theory when it comes to developing strategy. 

  

The key lesson in game strategy is that when you are attacking a major player/new market, which for us, 

would be a new export market, never go for a full frontal assault. The best strategy for new players is to 

head around the flanks and attack from the sides.  

 

Questions/Implications for ‘Your Business’ 

  

Where are our global opportunities? Who are the major competitors in those markets and what 

strategies could we put in place to attack the flanks? 

 

 

7. Lean start up  

 

Drew Houston, who has a business currently worth $US10bn, started from nothing 10 years ago. Not a 

bad effort! 

  

For the first three years he spent very little capital, as he didn’t have any. 

  

He used open source engineers, which over a period of time turned into free recruiting costs as he was 

able to offer the best operators jobs. He refused to pay communication costs and used Skype. He piloted 

his new product when it was 80% right, initially with advocates, as they became “fault finders” to help him 

perfect the product. This approach sped up the innovation process. 

  

This leads to another point. If new smaller players come onto the market, knock them out quickly. Don’t 

give them oxygen. Drew said he still can’t believe how slow Google was in getting a cloud product to 

compete with him. By the time Google had come along with Google cloud, Dropbox had become 

entrenched. 

  

Questions/Implications for ‘Your Business’ 

 

How could we act as a lean start up? What costs would we eliminate from the business if we had 

to? What new areas of the business need to be faster? How do we not be a slow Google? 

 

 

 

http://www.quickmba.com/marketing/ries-trout/positioning/


8. Contrarian Thinking is useful  

 

UC Berkeley prides itself on encouraging and discussing all views on an issue rather than debating one 

side. 

  

For example, the teaching method used was not necessarily to jump in and say that a strategy or a tactic 

was right or wrong, but rather white board responses to both sides of an argument. We actually found it 

healthy when forced to take different sides of an argument, as it allowed your final decision to be much 

stronger and considered. 

  

For example we considered a real life case study where Cadbury’s (Now Mondelez) were looking at 

acquiring Adams (a US confectionery brand). Having been forced to argue it should proceed, then take 

the opposing view and be forced to argue it shouldn’t proceed, the method allowed issues to be flushed 

out that hadn’t been considered earlier. 

  

When you think of it logically, how often do smart people have a goal, but don’t really stand in the 

opposing view. It may not mean that you will not proceed with the goal, but you will have a much richer 

outcome for the experience. 

  

Questions/Implications for ‘Your Business’ 

  

Without getting too bureaucratic, are we encouraging a culture of contrarian thinking? 

 

 

9. Stand in your competitor’s shoes occasionally 

 

It is a useful to have a brief discussion at least annually of identifying the key drivers for our competitors. 

  

Are some looking to sell/exit their business in which case profitability rather than sales growth will be 

important?  Maybe their driver is sales growth, in which case their market tactics may be to reduce prices 

or push for more shelf space. 

  

Whatever the answer is, if we stand in our competitor’s shoes for five minutes, it will help our people be 

ready over the year for what should become predictable behaviours by the competitors. It should also help 

our sales team when forming tactics when dealing with major customers. 

  

Questions/Implications for ‘Your Business’ 

  

Are we clear on the goals of our current competitors? 

 

 

10. Always test a strategy three ways 

  

Firstly is it externally consistent – Does the strategy conform to an identified external market opportunity 

or does it neutralise external threats in a unique manner. Does it alter the position with some incumbents 

(Competitors)? 

  

Secondly is it internally consistent – We must totally deliver on the strategy. Every step must be aligned 

with the strategy. 

  



Thirdly is there dynamic consistency – Is the strategy forward thinking and do they strengthen or weaken 

the business with anticipated market changes? 

  

Questions/Implications for ‘Your Business’ 

  

Are we testing our current goals and strategies? 

 

 

11. Build the capability of your people 

 

While the technology point earlier on discusses the speed to automate, obviously there is strong need to 

build the capability of people. 

  

Drew Houston’s view when asked what the biggest challenge in his business was he answered “his 

people”. He does however say that for people, our rate of learning must exceed our rate of challenges. 

  

In other words, leadership teams need to be ready, and have the capability to deal with issues that may 

not even have be considered a problem at the moment. 

  

Questions/Implications for ‘Your Business’ 

  

What are we doing to lift the capability of our people?   

 

 

12. OKR Police  

 

OKR stands for Objectives and Key Results. It is a method of defining and tracking objectives and their 

outcomes. Its main goal is to connect company, team and personal objectives to measurable results, 

making people move together in the right direction. They were introduced at Intel by Andy Groves in the 

late 1990's. OKs focus on objectives and results. (NB: My understanding that it is a bit of a tech business 

fancy name for “new projects” as opposed to KPIs which monitor business as usual). Dropbox, according 

to Drew have a special task force “OKR Police” that make sure people do what they promise. This 

surprised me from such a young entrepreneurial person. He said he is treated the same as everyone else, 

and the “Police have power!” 

  

Questions/Implications for ‘Your Business’ 

  

How good are we delivering what we promise in a timely manner?  

 

 

Next Steps 

 
How do we bring this thinking into the business? I would suggest the following timetable: 

1. Take up the free 30 Minute Business Strategy Review with the Business By Design Team  

2. Present the paper at next << Test Organisation >> management or board meeting and workshop 

the questions 

3. Identify high level response and prioritisation to each of the relevant strategic insights  

 



 

Summary 

 

To be honest, overall this was a week that left me with more questions than answers. Hopefully by 

considering these lessons we will be in a much better place. The quote of the week was during the 

Cadbury Schweppes case. . . 

 

“We have to do something”. If we don’t, someone else will." 

   

Prepared by 

Michael Burke 

Burke Corporate Advisory Group 



 
 

 


