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Foreword

STRATEGIC THINKING HAS long been essential for leaders in business, government and other organizations. The ability to anticipate and plan for the future, to think critically and creatively about complex problems and to make effective decisions in the face of uncertainty and change is vital in today’s rapidly evolving global environment.

Recent developments in technology, globalization, and political and economic instability have only heightened the need for strategic thinking. The rapid pace of technological change has disrupted traditional business models and created new opportunities for those who can think strategically about how to leverage them. The world has become interconnected and interdependent, requiring leaders to think more broadly and globally about their operations and markets. And political and economic instability have created a more uncertain and volatile environment, making it increasingly difficult for leaders to predict and plan for the future.

In this context, strategic thinking is becoming more important than ever. Leaders who can think strategically will be better positioned to anticipate and respond to these challenges, and to capitalize on the opportunities they present. This book provides a comprehensive and practical guide to strategic thinking, offering a wealth of insights and tools for leaders at all levels.

While the foundations of strategic thinking by leaders will remain essentially the same, the development of artificial intelligence (AI) will revolutionize how business leaders engage in it. With the ability to process large amounts of data, identify patterns and make predictions, AI will help business leaders with new insights and perspectives that were previously unavailable. This will enable them to make more informed and accurate decisions and to anticipate and plan for the future more effectively. The implications for the future of strategic advisory work by consultants are vast.

In the future, combinations of top leaders and AI-enabled strategic support systems will likely look like symbiotic relationships where human leaders and AI systems work together to enhance decision-making, problem-solving and strategy development. The AI systems will provide the leaders with real-time data, analysis and insights that they can use to make better decisions and create better strategies. They can analyze large amounts of data, spot patterns and trends, make predictions and help leaders identify and mitigate risks. They will also be able to simulate different scenarios and provide various options and recommendations.

In these symbiotic relationships, leaders will frame the right questions and interpret the insights and recommendations they provide. As has always been the case, leaders will provide context and contribute creativity. Critically, they will have the emotional intelligence and political savvy to adapt and implement the results.

However, as the use of AI becomes more widespread, it is becoming increasingly important for top business leaders to develop new skills in order to leverage these systems. This includes understanding the technology and the data it generates, being able to interpret and analyze the insights it provides, and having the ability to make decisions based on these insights. Additionally, it’s important for leaders to understand the ethical and societal implications of the AI systems they are using.

As you read this book, you therefore should keep in mind that the six disciplines of strategic thinking described here will remain essential and perhaps even increase in importance as we move forwards. At the same time, as you progress through the chapters imagine how you will apply the ideas and tools if you are working with an AI system tailored to your company and optimized to work effectively with you.




Introduction

The Power of Strategic Thinking

WHEN GENE WOODS became CEO of Carolinas HealthCare System (CHS) in 2016, it was a well-regarded non-profit hospital system located principally in North Carolina with an annual revenue of $8 billion and 60,000 employees. An experienced chief executive with a track record of success, Woods inherited a strong organization with good margins, an AA-rated balance sheet, tremendous depth of clinical talent and a long-tenured leadership team. On the face of it, it was a sustainable success scenario, but storm clouds were on the horizon.

Healthcare in the United States was facing seismic shifts. Expenses were rapidly outstripping revenues, even in the most successful healthcare systems. Political turmoil was creating uncertainty about regulatory policy changes, and private equity firms were funding many new competitors determined to disrupt the market. Anticipating the challenges, the CHS board hired Woods to prepare the organization for the future. “I inherited an organization that was very successful under the old rules,” said Woods, who was interviewed extensively for this book. “But where others saw success, I saw tremendous vulnerability.”

The US healthcare industry was also going through rapid consolidation, a trend that Woods thought would continue. While not in immediate jeopardy, he believed CHS could not remain viable for long with its current business model. When he took the helm, the organization had management service agreements with other nearby healthcare systems. CHS managed these systems for a fee, but they were very loosely integrated. Woods thought those types of relationships were losing their currency, as they did not promote the sharing of best practice or create economies of scale. He believed CHS’s business model had to become significantly more integrated to meet anticipated future challenges.

CHS was at a pivotal juncture. “I foresaw that we would soon have to make hard choices about whether we could afford to maintain those loosely affiliated relationships,” Woods said. “Also, although our core enterprise was strong and in a growing market, with the rapid consolidation happening, I could foresee being surrounded within a few years by other big systems eager to compete for our business. We needed to be the ones to drive consolidation in the region. If we weren’t the convener, we would be the convened.”

That insight catalyzed the development of what Woods called his “next-generation network strategy.” This was his vision of a tightly integrated regional network of systems with aligned missions and cultures that would compete with rivals by sharing best practices, leveraging complementary capabilities and getting the benefits of scale.

To lay the groundwork for realizing his vision, Woods built relationships with other healthcare CEOs and community and government leaders across the region. At the same time, he launched a transformation initiative within CHS to develop a new model for partnering – and a more adaptive culture to support it.

“We had historically been known for a top-down, ‘we manage you, so do as we say’ approach,” said Woods. “I knew that wouldn’t take us where we needed to go. Culturally, we needed to evolve to support the new partnering model.”

Fast-forward five years to late 2021, CHS (renamed Atrium Health) had grown into a substantial regional healthcare system with operations in North Carolina, South Carolina, Georgia and Virginia. By joining forces with three nearby healthcare systems, Atrium Health increased its annual revenue to $12 billion and added 17,000 employees, bringing the total to 77,000. It was a transformed organization, poised for additional growth, led by a new leadership team and infused with an inclusive, high-performance culture. Joining forces with Wake Forest Baptist Health, a renowned academic medical system, complemented Atrium Health’s clinical excellence with world-class research capabilities. The organization was well-placed to be a nationally recognized leader and spearhead the development of new healthcare models. Woods was not content to stop there, however.

In May 2022, Woods and Jim Skogsbergh, the CEO of Advocate Aurora Health, a large non-profit system operating in Wisconsin and Illinois, stunned the US healthcare industry by announcing their intention to merge.1 Approved by the US Federal Trade Commission and state regulatory authorities in late 2022, the combination created Advocate Health, the fifth-largest non-profit healthcare system in the country with 158,000 employees, $27 billion in revenue, 67 hospitals and more than 1,000 locations offering clinical services. Woods and Skogsbergh would become co-CEOs of the new entity, with Skogsbergh announcing his intention to retire after 18 months, at which point Woods would become sole CEO.

As the principal architect of this remarkable journey from a modest-sized local healthcare system to a national powerhouse, Woods exemplifies the power of strategic thinking. If you aspire to lead businesses, you must, like Woods, be a strategic thinker. You can go far in organizations by being a solid operator, but you will never succeed at the top without strategic thinking. Why? Because businesses that aren’t led by strategic thinkers get outmanoeuvred by those that are – either they are acquired, or they wither and die. Boards select people with strong strategic-thinking capabilities to chart the courses for their businesses through waters littered with rocks and shoals. Every business today is navigating through such challenges.

In 2013, the Management Research Group surveyed 60,000 managers and executives in 140 countries across 26 industries. The results revealed that respondents with superior strategic-thinking skills (defined as critical analysis, thinking ahead and planning) were six times more likely to be seen by colleagues as effective leaders. They were also four times more likely to be perceived as having strong growth potential within their organizations.2 More recent research by the professional services firm Zenger Folkman, publicized in 2021 but from a few years earlier, supports this assessment. In three separate studies, Zenger Folkman found strong correlations between having a “strategic perspective” and being promoted to senior levels.3

The bottom line: strategic thinking is the fast lane to the top. If you don’t believe you’re a strong enough strategic thinker today, the good news is you can learn to become one. Leaders like Woods unquestionably have natural talent. But they have also worked hard to develop their capacity to lead organizations into the future. In this book, I will show you how. I will help you assess your innate ability to think strategically – and learn to amplify it through experiences and training.

What is strategic thinking?

There have been many efforts to define “strategic thinking,” but a good description has remained elusive. When I asked more than 50 senior executives, HR leaders and learning and development professionals to define it, their initial responses boiled down to: “I know it when I see it.” They recognized that strategic thinking was a distinct and vital capability in senior leaders; beyond that, things got fuzzy. For some, strategic thinking was the ability to take in a lot of information and figure out what is and isn’t important. For others, it was being good at thinking through moves and countermoves. For others still, it was about envisioning the future. There were common themes, to be sure, but no comprehensive definition.

The absence of a good definition makes assessing and developing strategic-thinking ability very difficult. We can only design promising approaches for evaluating and strengthening strategic thinking by isolating the specific building blocks of this skill.

The good news is that when I probed deeper in interviews with business leaders, common themes emerged. Distilling those insights, I developed this definition:

Strategic thinking is the set of mental disciplines leaders use to recognize potential threats and opportunities, establish priorities to focus attention, and mobilize themselves and their organizations to envision and enact promising paths forward.

In a nutshell: it means looking beyond the present situation and thinking critically and creatively about the many potential futures. Based on your assessment of each imagined scenario’s potential risks and opportunities, you can develop promising strategies to move your organization forwards.

The path to being recognized as a strategic thinker requires more than ability; it requires opportunity. You could have outstanding strategic-thinking potential but never get recognition if your role hasn’t given you a chance to shine. Many senior positions in organizations don’t require much strategic thinking; it’s enough to have strong analytical, problem-solving and execution capabilities. Securing a role that allows you to demonstrate your strategic-thinking skills is often intensely political. Strategists tend to be quite good at getting opportunities to be strategic. However, the stakes are too high to have the identification and development of strategic thinkers be so dependent on chance and politics.

Reflection: Throughout the book, you will encounter prompts like this. They are invitations to pause your reading and consider the critical questions. As you read my definition of strategic thinking, how does it relate to your abilities, and how could you develop them further?

Strategic thinking versus critical thinking

Critical thinking is a necessary component and foundational skill for strategic thinking, but it’s not sufficient on its own. Critical thinking is the ability to evaluate information and arguments logically and systematically. It involves gathering and assessing facts, recognizing assumptions and biases, and evaluating the strengths and weaknesses of arguments. As I will discuss in the rest of the book, strategic thinking also involves anticipation, creativity, vision, goal setting and execution. In addition to thinking critically, strategic thinkers can anticipate and plan for the future, think creatively about complex problems and make effective decisions in the face of uncertainty and change.

Strategic thinking versus creative thinking

Creative thinking is the ability to generate new and innovative ideas. It involves thinking outside the box, questioning assumptions and challenging the status quo. Creative thinking is another important element of strategic thinking because it allows leaders to generate new ideas and perspectives that inform their strategic decisions. In today’s rapidly changing business environment, thinking creatively is becoming increasingly important for leaders to stay ahead of the curve. In Creative Confidence: Unleashing the Creative Potential Within Us All, Tom and David Kelley show how anyone can learn to be more creative, and they provide concrete ways to do so.4 By developing the ability to think creatively, as part of a broader effort to develop your strategic-thinking ability, you can better anticipate future trends and develop creative ways to capitalize on them.

Strategic thinking versus design thinking

Strategic thinking and design thinking are both approaches to problem-solving, but they differ in important ways. Strategic thinking involves analyzing an organization’s current state and environment, identifying challenges and opportunities, and developing a plan of action to achieve its goals. In contrast, design thinking is a creative process of understanding customers’ needs and developing solutions to meet those needs. As summarized in Design Thinking: Understanding How Designers Think and Work by Nigel Cross, it involves empathizing with end users, defining problems, generating ideas, prototyping solutions and testing those solutions to see if they work.5 While strategic thinking is focused on achieving long-term organizational goals and making effective decisions, design thinking is focused on creating innovative solutions to delight customers.

Strategic thinking and contextual awareness

Finally, to be a strong strategic thinker, you must deeply understand the context in which you operate. This means you must have in-depth insight into your organization’s internal environment, such as its culture, structure and resources. That insight will allow you to assess your organization’s strengths and weaknesses and develop strategies that align with its capabilities. You must also understand the external environment, including the economic, political, social and technological factors impacting on your organization. This will help you anticipate and plan for the changes around you and identify new growth opportunities.

In addition, you must have insight into the expectations and needs of a diverse range of stakeholders, such as customers, shareholders, employees and regulators. This knowledge allows you to anticipate and plan for the needs of these stakeholders and develop strategies that align with their expectations.

Understanding your business context allows you to anticipate and plan for the future more effectively, identify opportunities for growth, and develop strategies that are well-suited to the specific context in which your organization operates. The implication is that you must invest in absorbing and synthesizing information about your organization and the broader external environment in which it operates.

Why is strategic thinking so valuable?

Strategic thinking wouldn’t be necessary if the business world were benign, stable and predictable. But, of course, it’s none of those things. It’s ever more competitive, and the stakes are high. Determining the right strategies to create or sustain success is challenging, and leaders must pilot their organizations through increasingly turbulent waters. The combination of high stakes and challenging environments is what makes strategic thinking so valuable.

To appreciate this, it helps to understand the nature of the mental processing challenges that leaders like Gene Woods at Atrium Health face. Specifically, they confront four dimensions of difficulty: volatility, uncertainty, complexity and ambiguity (VUCA, a term that dates back to the work of Warren G.Bennis and Burt Nanus in the mid-1980s and was subsequently adopted by the US Army and then more broadly in work on leadership).6

While VUCA sounds good and is easy to remember, I think the order of the words should be flipped, with complexity at the front (making the acronym CUVA). Complexity, uncertainty, volatility and ambiguity are interrelated, and building on one dimension helps in understanding and addressing the others. Complexity is at the core of the challenges most leaders face. By understanding the complexity of your organization and business environment, you can anticipate and make sense of key uncertainties, which will help you respond to volatility and deal with ambiguity.


	Complexity means that the domain of interest (for example, developing new products) has many interconnected variables that make it challenging to comprehend with the limited cognitive capacities that we all have as human beings. An organization with tens of thousands of employees delivering healthcare to thousands of patients daily in hundreds of facilities using many technologies and dozens of processes has an inherently high level of complexity. Complexity makes it challenging for leaders to build and maintain good “mental models” of their organizations and make sound predictions about what will happen if something changes. Strategic thinkers are skilled at navigating complexity because they understand how systems work and focus their attention on what really matters.

	Uncertainty means dealing with situations with a clear set of potential outcomes but where the specific event that will occur cannot be perfectly predicted. This is the case regardless of how much effort you invest in gathering more information. Often, this is because a host of small contributing factors can influence the outcome. In the case of healthcare in the US, government regulations, which powerfully shape the industry, can evolve very differently depending on the results of national and state elections. Strategic thinkers isolate the most important uncertainties, think about probabilities and explore the implications of plausible scenarios.

	Volatility means that important things – for example, the price of oil – change rapidly. This makes it challenging to track what is happening and adapt to the changes. In the healthcare example, new competitors focused on the most profitable businesses may spring from nowhere, rendering existing business models obsolete. The intensive pace of technological innovation challenges us to know when and how to adapt. Strategic thinkers rapidly sense and respond to emerging threats and opportunities.

	Ambiguity means there are diverse viewpoints about what problems the organization should focus on. There may also be competing perspectives about the potential of different solutions. As a result, stakeholders have divergent views about what is “right.” For example, hospital systems in the US face significant pressure to reduce costs, improve financial viability and make care more affordable. Seen from the patient perspective, more affordable care is good. From the standpoint of hospital administrators, who are expected to do more with less, it could force tough trade-offs. Strategic thinkers negotiate among differing interests and perspectives to create shared “frames” of problems and agreements.



Today, the CUVA environment impacts every business, making it challenging for leaders to chart the right paths forward. The intensity of these challenges is also increasing due to technological, social and environmental changes. The implication is that the value of strategic thinking is, therefore, growing.

Reflection: To what extent are you and your organization facing challenges due to complexity, uncertainty, volatility and ambiguity? Which of the CUVA dimensions are creating the greatest challenges?

What strategic thinking is not

A good working definition of strategic thinking also helps us clarify what strategic thinking is not. There is a tendency to focus on the strategic part, not the thinking part.

It’s not competitive analysis. That’s taking a framework for analyzing competitors in your industry – for example, Michael Porter’s Five Forces7 – and applying it to your organization’s context to gain insight into what’s important and what to do. Competitive analysis is often an essential input into strategic thinking.

It’s not strategic planning. That’s the process organizations use to define their strategies, including making choices about what to do and not to do, allocating resources to supporting activities, and creating criteria for making decisions consistent with the strategy. Strategic planning can be powerfully informed and shaped by strategic thinking.

While competitive analysis and strategic planning are valuable activities (and there are many books, articles and programmes about them), strategic thinking is different. Competitive analysis and planning are deductive and analytical; strategic thinking is more inductive and more about synthesis. Also, where competitive analysis and strategic planning are typically collective organizational processes, strategic thinking relies more on the individual leader engaging in the correct modes of mental processing that result in actionable insights and promising strategies.

Are great strategic thinkers born or made?
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