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In this edition: The decline of the conglomerate model, the rise of Alibaba, doing well in upturns and 
downturns alike, doing strategy in conditions of uncertainty, and Michael Porter’s reflections on UK 
competitiveness after Brexit   

 
Who Killed the GE Model?  
Benjamin Gomes-Casseres. HBR 
The GE model – a conglomerate with many diverse businesses under a single roof that creates value by 
sharing capabilities among its businesses – is dead, says Benjamin Gomes-Casseres. Why? Did the rise of 
China erode GE’s competitive advantage? Was it the rise of Silicon Valley, and of business models where 
network effects are more important than scale and scope? Or the increased power of private equity, 
which has both helped capital to flow (removing the traditional advantage of a conglomerate in raising 
capital) and challenged GE to prove that it is worth more than the sum of its parts? Or perhaps it was the 
global financial crisis (which put paid to GE Capital), or even the popularity of the MBA, which has meant 
thousands of young managers are familiar with the “best practices” GE was previously able to quietly 
cross-pollinate among its businesses. Whatever the reason, and even if you disagree with the premise 
that the conglomerate model has had its day, this short, lively review of the effect of 21st century 
management trends on an older operating model is well worth reading. More  
 
Alibaba and the future of business 
Ming Zeng, HBR 
Alibaba’s IPO, in September 2014, was the world’s biggest. Why has the organisation been so successful? 
In this article, the author, who is chairman of the Alibaba Group’s Academic Council, argues that the key 
was Alibaba’s insight that its mission was to build an ecosystem, starting with buyers and sellers, then 
bringing in marketers and finance and logistics providers, and ultimately moving to draw in 21st century 
providers like product recommenders and social media influencers. The result is a company that “does 
what Amazon, eBay, PayPal, Google, FedEx, wholesalers, and a good portion of manufacturers do in the 
United States, with a healthy helping of financial services for garnish.” Zeng dubs the approach smart 
business: an approach that uses an online network and machine-learning technology to coordinate 
everyone involved in reaching a common business goal. Using the example of Ant Microloans, Alibaba’s 
SME lender, he explains Alibaba’s typical four-step process. First, since live data is essential for machine 
learning, you need to ensure that every customer exchange is supported by data, and that all the data is 
captured. Secondly, use software to configure every business activity to enable automation of decision 
workflows. Thirdly, get the technical infrastructure right to enable data to flow within and between 
businesses, customers and suppliers. (Taobao, Alibaba’s domestic retailing website, has been developing 
APIs for use by independent software suppliers since 2009.) Finally, and crucially, develop algorithms to 
deal with the deluge of data that the first three steps in this process will create. More 
 
The 2% Company 
Knut Haanæs, Martin Reeves, and Jules Wurlod. BCG Henderson Institute 
How many companies do well in growth and profitability during both market peaks and downturns? 
Rather dismally, BCG has found that the number is just 2%. Companies in this group, like Amazon, Zara 
and Toyota, excel at exploration (new ideas and innovation) and exploitation (operational proficiency and 
efficiency) – two entirely different skill sets, and ones which tend to pull a company in two different 
directions: exploration looks outward with a long-term, flexible, growth mindset, and exploitation looks 
inward to focus on productivity and clear, short term goals. What distinguishes companies that do both 
well? Four traits, according to BCG: first, continuous revision of their strategy and operating model and an 
ongoing commitment to improving their products and operations. Secondly, a stubborn insistence on 
maintaining an “outside-in” focus, drawing in external perspectives even when things are going well. 
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Thirdly, an embrace of necessary disruption, even to the extent of deprioritising profitable businesses to 
bet on future growth areas and build early-mover advantage. (Philip Morris invested about $3 billion to 
develop its iQOS vaping cigarette, despite the high risk of cannibalising its core business.) Fourthly, and 
most intriguingly, companies that excel in peaks and downturns build renewal into their operating model. 
BCG has identified five ways to do this, which it elaborates in detail. More 
  
Innovation, Dynamic Capabilities, and Leadership 
Paul Schoemaker, Sohvi Heaton, and David Teece. California Management Review 
The current California Management Review focuses on VUCA (a 1990s US military acronym that stands for 
Volatility, Uncertainty, Complexity, and Ambiguity). The world has become less certain for strategists, the 
authors say: while we’ve been able to count on steadily improving technology, peaceful trade and a 
stable, dominant OECD framework in recent decades, uncertainty is increasing, and the ability to manage 
brilliantly under stable conditions doesn’t automatically translate to the ability to perform well in times of 
uncertainty – just think of Henry Ford, who honed the ability to manufacture the Model T, but lost share 
when General Motors recognised that consumer preferences had fundamentally changed the market for 
cars. Organisations require the ability to sense change (by monitoring the peripheral field surrounding an 
organisation’s current area of focus, and linking the results to decision support systems like dashboards 
that monitor key trends), seize opportunities (as DuPont did, when it placed bets on more than a dozen 
biofuel technologies to converge on options for a successful entry into biofuels), and transform 
themselves (as Apple had to do when it introduced the iPod, moving from its product-driven structure to 
an ecosystem model). Organisations also need dynamic capabilities – a coherent collection of knowledge 
and skills needed to address near-future market opportunities and develop an innovative future-proofed 
business model (as Amazon did when it transformed its platform user base into an audience for its 
Amazon Prime music and video streaming service). More  
 
UK Competitiveness after Brexit 
Christian Ketels and Michael Porter. Harvard Business School 
The public debate over Brexit before the June 2016 referendum lacked a fact-based understanding of 
both the issues involved in transition and the actual state of the UK economy. Since 2016, public debate 
has focused on the details of EU negotiations, with little attention to post-EU policy. In this thoughtful, 19-
page review, the authors first look at the state of the pre-Brexit economy – a good performer since the 
1970s, they say, although the UK lags its northern European neighbours in prosperity and per-capita GDP, 
and too many companies have competed on on cost cutting and leveraging existing capabilities rather 
focusing on building the skills and capacity for innovation-based competition. UK governments have not 
responded to the productivity challenge: many initiatives to foster innovation and R&D have been 
introduced, but the coherence of the initiatives is questionable, the abolition of Regional Development 
Agencies has diminished regional competitiveness, and top-down policies have predominated. While 
some clusters have done well - finance and advanced business services, life sciences, certain areas of IT 
and some advanced manufacturing – and London and south-west England have flourished, the divergence 
in prosperity levels across regions and parts of society fuelled a degree of discontent that the Brexit 
campaign tapped to good effect. EU membership was boon to the UK: it helped maintain an open market, 
limited government intervention, enhanced competitive dynamics and raised the UK’s attractiveness for 
businesses, boosting UK productivity. Leaving the EU will inflict significant cost on UK competitiveness: 
there is no obvious benefit being free of EU regulatory cost; indeed, businesses may incur more costs 
from the regulatory uncertainty of Brexit. And net transfer costs to the EU – made much of by the Leave 
campaign – are a red herring, with the UK‘s own fiscal policy a much more important issue. The authors 
see five priorities for progress: a new UK value proposition to replace its implicit value proposition, which 
drew heavily on its EU membership, a shift to cluster-based development, the adoption of a decentralised 
regional development model (regions, not the UK as a whole, being the most important unit of 
competitiveness), the articulation of a strategic agenda that enables inclusive growth, and a plan  to 
minimize the costs of leaving the EU. More 
 
You’re receiving this Journal Retrospective because your company is a member of the Ashridge Collaborative Strategy 
Network. However, if you’d prefer not to receive the Retrospective in future, just email ASMC’s Angela Munro. 

https://bcghendersoninstitute.com/the-2-company-b9e5dc587b2b
https://journals.sagepub.com/doi/abs/10.1177/0008125618790246
https://www.hbs.edu/faculty/Publication%20Files/08-30-18_UK%20Competitiveness%20after%20Brexit_Clean%20Version%20CK_41c7b674-d027-46d5-84e1-ef6ff5b1ae99.pdf
mailto:angela.munro@ashridge.hult.edu?subject=Please%20unsubscribe%20me%20from%20the%20Journal%20Roundup

	Ashridge Strategic Management Centre
	Strategy Journal Retrospective, September-October 2018
	Pointing you to articles of interest to strategists in leading publications

