Corporate strategy in the recovery

In this extract from a recent speech, (I) the Governor says that now there is less need to concentrate on
short-term survival, companies should focus on the longer-term strategic choices. For this they will need
breadth of vision even greater than during the recession from which we are now emerging. Non-executive
directors can make an important contribution in ensuring that these issues are not ducked but faced.

For many companies I believe that the agreeable

which, whatever their sector of operation, were

improvement in profits and liquidity that took place

producing higher value-added products or services

last year, and is continuing this year, gives rise to two

and had been progressive in the introduction of new

questions. Where will future growth come from? And what

technology. Conversely, those that fared worst were

can be done to reduce the vulnerability of the company

in fairly standard 'commodity' type products and

to pressures on margins in the future, whether those

services. No doubt this was partly because

pressures come from a fall in demand because of

competition is fiercer in the latter, partly because

economic cycles, or from low-cost competition from

protection by governments against new products is

abroad? The answers must come from one, or a

generally less than against old, and partly also because a

combination, of three broad approaches:

producer has better control of margins in a product

further cost savings using present equipment and

•

resources;
investment to produce basically the same products

•

and processes more efficiently;
investment in new products.

•

whose price he can set because there is less competition.
Questions of strategy are undoubtedly difficult. There
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decision that this is the best course. The detailed

that came most easily through the recession were those

technical appraisal of strategic options, whether these

(I)

At a PRO NEDjCBJ seminar in London on 31 July.

350

Governor's speech

involve staYIng in the same line of business or branching
out in related but different businesses, and whether
this is by greenfield initiative or by acquisition, is in the
first instance for top management and the executives
on the board. The task of the non-executive is to make
sure that such strategic issues are not ducked but
faced, and squarely. It is not an easy role, and all that I
have to say about it emphasises the need for people to be
appointed who can bring those qualities of experience
and independence which the job requires.
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