
How to Think About Technology
A Strategy Exchange Position Paper

It has long been our observation that many business owners who aren’t actually working in the
technology production industries, and who are not themselves trained technologists, often suffer
from a lack of confidence about their grasp of technology that can lead to personal frustration,
impaired leadership and poor decision making around exploitation of technological opportunities
or  recognition of  the impact  of  new technologies  on  their  sector.   This  is  particularly  true of
information and communication technology, where evolution has been exponentially rapid, and
where  the  wrong  decision  can  lead  to  degraded rather  than  improved  business  performance
and/or very poor return on investment.

Our  central  argument  is  that,  to  quote  Michael  Porter1,  “technology  should  be  viewed  as  a
competitive weapon, not a scientific curiosity”. In particular, a given technology, no matter how
ostensibly impressive, should not be implemented for its own sake, but to strengthen a company’s
specific strategic position.   

The basis of strategy 
The  core  objective  of  business  strategy  is  to  obtain  and  sustain  a  position  of  competitive
advantage. It answers the question ‘how do we compete?’ In practice this means making decisions
about  how  broad  or  narrow  a  set  of  customer  needs  is  to  be  addressed,  meaningfully
differentiating the product and service offering within this context,  and designing a unique but
coherent set of activities which entrenches that level of focus and differentiation. Cost dynamics
must be optimised within this unique competitive framework, and any trade-offs necessary must
be accommodated. Strategy, in other words, is about being meaningfully different, rather than
generically ‘the best’, and very often it involves making hard decisions about what  not  to do. A
strategic position becomes entrenched if competitors cannot copy it without compromising their

1 Porter, M.E. Competitive Advantage (1985), Simon & Schuster

1



own strategies.2 In practice,  this  often requires ongoing innovation to deepen and update the
firm’s sources of competitive advantage.

Many firms don’t have a clear and effective core strategy in the first place. Throwing technology at
a bad strategy is unlikely to turn it into a good one. On the other hand, firms with a good strategic
foundation  are  often  tempted  to  operate  an  attractive  looking  technology  without  thinking
through its impact on their specific competitive position. Often the same technology can be used
in different ways, to different effect.

Case Study

WSD Limited3 was the dominant distributor to specialised high street retailers in its particular
product niche. Outlets were serviced, among other means, by a call centre and transactional
website. This led management to extend their offering directly to consumers, using essentially
the same resources and technologies.  By avoiding the need to offer retailers their wholesale
discount, WSD literally doubled its margin on each sale it made directly through the business-to-
consumer (‘B2C’) channel, an extremely attractive proposition. 

However,  WSD’s  dominance  in  the  wholesale  channel  was  underpinned  by  a  whole  raft  of
interconnected factors that were either unavailable or irrelevant to B2C distribution. The retail
outlets  had  limited  shelf  space,  allowing  for  only  one  product  in  WSD’s  niche,  and  WSD
effectively ‘owned’ that space. Suppliers were also content to offer uniquely low prices to WSD
because it gave them access to the retail channel; they knew that servicing this channel was a
cost to WSD, and they could not practically access that channel themselves without some kind of
aggregator. All of WSD’s processes and activities were designed to give the retailers no reason to
look elsewhere – the call centre, website, support materials and marketing structures were all
optimised to support retailers, not for serving consumers. 

B2C on the other  hand was heavily  contested by some giant  enterprises  (and a great  many
smaller ones) with dedicated technology and well established consumer brands, and no need to
compromise their activities to service the retailers. What’s more, WSD’s retail customers were
unhappy about them effectively going into competition, while WSD’s suppliers were disgruntled
about them applying their special prices in B2C. Ultimately, WSD recognised that it couldn’t really
compete effectively in B2C, despite the seemingly obvious logic of stretching its technological
capability to service that attractive-looking opportunity.

The System of the Firm
These strategic principles are executed in practice through the system of activities and resources of
the enterprise,4. The system comprises not just the activities themselves, but the linkages between
them, sometimes representing physical  flows, but more often an exchange of information or a
dependency. Schematically the system can be represented for convenience in various ways, such as

2 Mutli-business corporations may also be concerned with corporate strategy – the problem of where to compete. 
This entails looking at the scope of the firm, and selecting attractive sectors to operate in. The attractiveness of the 
sector is typically determined by its structure, in particular by the balance of power in supply and demand 
conditions and by barriers to entry.

3 Name changed to protect the innocent.
4 Porter in fact defines strategy as “deliberately choosing a different set of activities to deliver a unique mix of value.”
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a ‘value chain’, ‘activity map’ or ‘business model canvas’ (see Figure 1 below for an example – a
value  chain  for  a  generic  package  tour  operator).   Strategy  can  be  thought  of  as  being  the
competitive architecture of the enterprise.

Figure 1 – example value chain for a holiday tour operator

There are three key points. Firstly,  any activity can be a potential source of differentiation, or of
cost advantage. This includes the various support functions as well as the ‘primary’ activities, such
as  production  or  logistics.  Again  to  quote  Porter,  “activities  are  the  fundamental  units  of
competitive advantage”. Secondly, the system must be coherent, meaning that the activities must
be  mutually  reinforcing  and  represent  a  clear  manifestation  of  the  strategic  position  of  the
enterprise. All too often activities conflict with each other, or pull in different directions. Finally the
linkages  between activities  (and with  supplier,  distribution channel  or  customer activities)  are
potentially as strategically important as the activities themselves.

Every activity in every firm employs technologies. These aren’t always the obvious ones, such as
customer databases or manufacturing robots.  Customer questionnaire designs, for example, or
performance  management  systems,  are  also  technologies.  There  are  no  ‘low  tech’  firms  or
industries  in  this  context.  It  is  therefore  worth  thinking  expansively  about  the  potential  for
technologies  to  entrench  superior  performance  and,  especially,  competitive  advantage,  by
facilitating activities or linkages, or in enabling a reconfiguration of part or all of the enterprise that
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replaces whole blocks of activities while strengthening competitive advantage. Every technology in
use has the potential to impact on the company’s competitive position. 

Information and communication technologies are of course a primary consideration. Every activity
in the business both creates and consumes information. When we’re talking about information
technology in the strategic context, we’re commonly thinking about enterprise-level systems, and
it’s  true  that  a  company-wide  architecture  will  often  be  a  highly  effective  way  of  optimising
linkages across the business. But it remains vital to understand where and how such a solution
entrenches or detracts from a unique competitive position.  Similarly, technology choices cannot
be made in isolation – they must line up with other activity and resourcing choices to reinforce a
coherent overall strategy.

In the case study above, WSD very effectively uses technology to deepen its B2B relationships with
it retail clients, but by attempting to leverage essentially the same technology to become a B2C
player it not only faces a great deal of new competition against which it has no real advantage, it
also risks damaging its otherwise dominant B2B position.

The Costs of Technology
Allied to a failure to think of technology sufficiently clearly in terms of competitive advantage,
there is often a failure to appreciate the full spectrum of costs that adopting a technology may
bring with it.

A common mistake is to adopt a strategy of developing a bespoke technology without adequate
appreciation of what this may entail, and with a prematurely dismissive attitude to ‘off the shelf’
solutions.

Bespoke development is often enthusiastically championed by in house technologists,  who can
often  bamboozle  the  CEO.  It’s  worth  giving  cool  consideration  to  personal  motivations  when
making an assessment. 

In particular, in the context of enterprise-level information technology,  going bespoke is a huge
decision. Done well, it can entrench a genuine competitive lead, particularly where there is a clear
first-mover  advantage,  but  all  too  often it  burdens  the  enterprise  with big  development  risks
(timing and costs), a proliferating ‘technological bureaucracy’, dependence on key individuals, a
treadmill  of ongoing development costs,  and/or progressively worsening lock-in to an obsolete
pathway.

The pace of technological change in recent years has been exponential5. Time and again we have
seen  ambitious  bespoke  developments  that  took  several  years  to  complete  and  which  were
basically obsolete on day one (if they ever got to ‘day one’). Whether or not technology is home-
grown or bought in, serious thought needs to be given to the potential risks of being ‘locked in’ to
a trajectory that restricts the firm’s ability to respond to future developments.

5 See https://www.thestrategyexchange.co.uk/2012/08/the-second-half-of-the-board/ 
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On the other hand, ‘off the shelf’ solutions are very often prematurely rejected or bent into quasi
bespoke projects. In a typical case, for example, a packaged IT solution might accommodate 90% of
a firm’s needs, but the remaining 10% is allowed to become an insuperable obstacle. Very often, in
our experience, the right solution isn’t to change the technology, it is to change the firm, usually by
developing a pragmatic work around. Again, the key to making the right decision is to have a clear
view of what is strategically important (and why), and what is not. Buying a packaged solution that
is  in  common  use  does  not  necessarily  cede  competitive  advantage,  any  more  than  buying
standard office furniture does.

Technology Strategy
This paper mainly addresses owner-managed enterprises for whom technology is largely a ‘factor
condition’, part of the environment, rather than those who see themselves primarily as technology
companies (although, to a point, we challenge this classification below). For such enterprises the
initial challenge is one of awareness. ‘Horizon scanning’ is nowadays implicit in the job description
of any business principal. It’s not necessary to understand in detail how neural networks operate,
but keeping an eye on new AI  applications (for example) that might have functional relevance
should be a pre-requisite in the strategic planning process. Trade and technical journals, curated
online sources,  industry  groups,  training and advisory organisations,  consultants,  suppliers and
customers can all help enterprises to monitor and assimilate new technical knowledge, and form a
view on the likely path of evolution of key technologies6.

There are three key questions to address:

1. How might this technology be used to augment our system of activities so as to build or
deepen  our  competitive  advantage?  For  example,  by  improving  linkages,  enhancing
differentiation or facilitating advantageous change to the structure of our cost drivers (see
Figure 2 below).

2. Might this technology allow us to reconfigure our system of  activities so as to build or
deepen our competitive advantage? For example by removing sets of activities altogether
or fundamentally changing the ways in which products or services are delivered.

3. How might this technology impact on the balance of competition within our sector? Will it
potentially reduce (or increase) barriers to entry? Will it increase the bargaining power of
customers  or  suppliers,  or  give  a  disproportionate  advantage  to  one  or  more  of  our
competitors? Does it make us vulnerable to ‘low end disruption’?

6 For smaller businesses, suppliers are often a key source of technology push. See Tidd, J., Bessant, J. and Pavitt, K. 
Managing Innovation 3rd Edition, John Wiley & Sons (2005) 
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Figure 2 – Drivers of cost and differentiation7

Cost drivers Differentiation sources
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Integration
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A final thought: although a business may not view itself as a ’technology firm’, not all technological
change need be driven by developments elsewhere. Any firm is a network of activities and thereby
of technologies.  An enterprise is a bundle of opportunities for innovation in processes, products or
services with potentially important strategic consequences. Innovations which are important to
competitive  advantage  can  be  incremental  and  relatively  mundane,  involving  no  scientific
discoveries, and as impactful in ‘low tech’ as in ‘high tech’ companies.
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7 Based on Porter, M.E. Competitive Advantage (1985), Simon & Schuster
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