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Only one in five companies believe they have high-quality strategy. What do such
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Crafting a strategy—the process of making coherent, hard-to-reverse choices under
uncertainty with the aim of building long-term value—has always been demanding. In 2010, only
35 percent of more than 2,000 surveyed executives reported that their strategies passed four or
more of McKinsey’s Ten Tests of Strategy’ (see sidebar “The Ten Tests of Strategy: Assess your
strategy’s quality”).

The increasing uncertainty and complexity of the business environment have made that task
even harder. The World Uncertainty Index shows baseline uncertainty more than doubling since
1990, high-uncertainty events occurring more often, and each major spike being more severe
than its predecessor (Exhibit 1).2 The challenge of navigating uncertainty is compounded by
growing complexity—from the rapid advance of Al to geopolitical tensions to the emergence of
new business and operating models—that multiplies the variables that strategists must consider.

Exhibit 1

Uncertainty has been rising, and high-uncertainty events have been
increasing in frequency and intensity.
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"Index measures global uncertainty by analyzing country reports from the Economist Intelligence Unit. The chart shows the unbalanced GDP weighted average
for 142 countries, as of Q2 2025.
Source: Economist Intelligence Unit World Uncertainty Index; McKinsey analysis
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' Chris Bradley, Martin Hirt, and Sven Smit, “Have you tested your strategy lately?,” McKinsey Quarterly, January 1, 2011.
2 World Uncertainty Index database, World Uncertainty Index, updated April 4, 2025.

How Strategy Champions win


https://www.mckinsey.com/capabilities/strategy-and-corporate-finance/our-insights/have-you-tested-your-strategy-lately
https://www.mckinsey.com/capabilities/strategy-and-corporate-finance/our-insights/have-you-tested-your-strategy-lately

The Ten Tests of Strategy: Assess your strategy’s quality

The Ten Tests of Strategy comprise a set
of provocative questions designed to help
you assess the quality and robustness of
your strategy. They intentionally set a high
bar to reveal a strategy’s weaknesses and
blind spots:

— Will your strategy beat the market. ..
...orareyou just playing along?

— Does your strategy tap a true source of
advantage...
...orisitbased onamisplaced
diagnosis of why you earn returns?

— s your strategy detailed enough about
where to compete...
...orare markets defined generically,
failing to allocate resources to match
opportunities?

— Does your strategy put the enterprise
ahead of trends and discontinuities . ..
...ordoes itassume continuation of
the status quo, not reacting to change
until it’s too late?

Does your strategy embed
privileged insights and foresight . ..
...ordoes it rely oncommon
analysis of common data to yield
common wisdom?

Is uncertainty properly defined
and accounted for. ..
...orisitbeingignored orinducing
paralysis?

Does your strategy balance
commitment-rich choices with
flexibility and learning . . .
...oristhere too much planning and
too little focus on choices that can
unfold over time?

Have you evaluated alternatives
without bias or false inference. ..
...ordoes your strategy fall victim to
biases and faulty logic in the way that
decisions are made?

Do you have conviction to act ...
...orare the old beliefs behind the new
strategy left unchanged?

— Have you translated your strategy
into clear actions and reallocation
of resources...
...orisitavague statement of intent
that doesn’t connect to new actions?

Organizations can apply these ten testsin
several circumstances. You can use them
before a strategy is approved to identify
aspects of the plan that need particular
focus and investment and to set a high

bar for the effort. Applying them during a
strategy’s refinement can also help you
track progress and build confidence in
the strategy’s readiness for mobilization.
More broadly, the Ten Tests of Strategy
offer executive teams and boards a way to
ensure high quality in strategy and serve
as a conversation starter, with objective
criteria to foster the kind of rigorous
discussions that inertia or internal politics
might otherwise sideline.

For more, see Have you tested your
strategy lately?

These two challenges have taken a toll on the quality of corporate strategies. In a 2024—2025
survey, only 21 percent of executives reported that their strategies passed four or more of the
Ten Tests of Strategy—a 40 percent drop from a decade and a half earlier.> Not surprisingly,
strategists are feeling the pressure. In 2022, 42 percent of survey respondents said they were
struggling to achieve the level of impact they desired.*

Yet the rewards for delivering breakthrough strategies have never been greater—and neither
have the penalties for getting strategy wrong. Plotting the economic profit of thousands of
the world’s largest companies yields a power curve, in which the top quintile captures nearly
90 percent of all economic surplus, the bottom quintile digs a similarly large hole of value
destruction, and the companies in the middle generate modest, if any, economic value® (see
sidebar “The Economic Profit Power Curve: Beat the market”). Successful strategy moves a
company up this power curve, but the curve is growing steeper. The gap between the average
gains of top-quintile outperformers and the average losses of bottom-quintile stragglers has
doubled over the past two decades (Exhibit 2).° In essence, the returns on great strategies and
the costs of bad (or nonexistent) strategies are rising.
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McKinsey Strategy Method Survey, 416 senior executives around the world, December 12, 2024, to January 7, 2025.
Role of the Strategist Survey, 247 participants around the world, October 11 to October 24,2022.

Chris Bradley, Martin Hirt, and Sven Smit, “Strategy to beat the odds,” McKinsey Quarterly, February 13, 2018.

Value Intelligence Platform by McKinsey.
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Exhibit 2

The gap between top and bottom performers has been growing.

Average annual economic profit earned by companies with >$ 1 billion in revenue in any year

By time period and quintile, $ million

Economic Profit Power Curve, 2020-24, $ billion
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The Economic Profit Power Curve: Beat the market

Economic profit measures the surplus that
acompany captures after accounting for its
cost of capital. It’s calculated by multiplying
invested capital by the spread between
ROIC and the weighted average cost of
capital. Positive economic profit indicates
that a company is successfully defying

the competitive forces trying to erode its
advantages. Negative economic profit
signals that a company is destroying value.

Plotting the economic profit of thousands
of corporations with revenues over

$1 billion in order from lowest to highest
produces a power curve. Regardless of the

time period, this curve has a steep cliff at
one end and a similarly steep incline at the
other, separated by a long plateau (exhibit).'

Dividing the curve into five quintiles reveals
three distinct patterns:

— Top quintile. The big winners capture
nearly 90 percent of the economic
profit generated by all the companies
included in the analysis.

— Middle three quintiles. The middle
companies earn modest, if any,
economic profit. They either barely
cover their cost of capital or have

only managed to invest small amounts
of capital.

— Bottom quintile. The stragglers destroy
substantial value.

A successful strategy moves a company

up the Power Curve by improving the
strategy’s starting point (such as financing
strength, R&D investment, and revenues),
positioning the organization to capitalize on
geographic orindustry trends, and making
bold strategic moves. McKinsey research,
outlined in the book Strategy Beyond the
Hockey Stick: People, Probabilities, and
Big Moves to Beat the Odds (John Wiley

' The base year for the analysis is 2000.
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The Economic Profit Power Curve: Beat the market (continued)

& Sons, 2018), found that five big moves
materially shift your odds of moving up
the Power Curve if you pursue them with
enough ambition and scale:

— Programmatic M&A. Use a consistent,
strategic approach to acquisitions and
divestitures to meaningfully reshape
the company over a decade.

— Dynamic resource reallocation.
Actively shift significant capital (at least
60 percent of capital expenditures
across businesses in a decade) away
from underperforming areas toward
segments with high growth and returns.

Exhibit

— Strong capital expenditure. Investin
capital projects, typically at a ratio of
1.7 times the industry’s median capital
spending for sales.

— Productivity improvement. Achieve
operational efficiency and cost
improvements that put your company in
the top 30 percent of your industry.

— Differentiation improvement. Gain
superior pricing-power or business
model advantages that lead to top-tier
gross margins within your industry.

Pursuing several of these moves
simultaneously offers the best chance of

substantially changing your company’s
performance trajectory.

The Economic Profit Power Curve provides
abenchmark for what your strategy should
seek to achieve. It helps you cut through
the social side of strategy, grounding
debates in the realities of competition

and odds of success. It also allows you to
calibrate whether your strategy is bold
enough to move the needle on outcomes,
thus helping your team find the strategic
courage to potentially raise its ambition.

For more, see “The strategic yardstick you
can't afford to ignore” and Strategy Beyond
the Hockey Stick.

The top-quintile companies on the Economic Profit Power Curve capture
nearly 90 percent of the total value.

Average annual economic profit earned by companies with >$1 billion in revenue in any year,

2020-24, $ billion
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Only one in ten companies manages to climb from the middle to the top of the Power Curve over a
decade.”In this article, we share what these Strategy Champions do differently: how they design
bold moves, mobilize their organizations, and sustain focused execution, even in turbulent times.

Understanding the Strategy Champions

We started with two simple questions: What do the companies that rise to the top of the
Economic Profit Power Curve do differently? And how do they approach the design and delivery
of their strategies? To find the answers, we studied the strategy practices and capabilities

of more than 400 companies. First, we defined two groups based on their movement along

the curve over five years: Strategy Champions, which moved up to or maintained top-quintile
economic profit performance, and stragglers, which fell to the bottom quintile, reflecting
significant strategic setbacks (Exhibit 3).

Next, we compared how the champions and the stragglers approached strategy and how strong
they were at strategy-related activities. Key to this was our evolved Strategy Method, which

lays out 12 fundamental building blocks of strategy in three phases: design, mobilization, and
execution (see sidebar “The Strategy Method: Bridge your aspiration to action”).? These building
blocks represent acommon language for strategy activities that enabled us to systematically
compare companies. We then assessed each company based on a set of capabilities that
underpin the building blocks.

Exhibit 3

Strategy capabilities produce dramatically different performance between
those at the top and the bottom of the Power Curve.
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7 Value Intelligence Platform by McKinsey.
8 The Strategy Method builds on McKinsey’s seven-step strategy-design-focused method. For more, see Chris Bradley, Angus
Dawson, and Antoine Montard, “Mastering the building blocks of strategy,” McKinsey Quarterly, October 1, 2013.
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The Strategy Method: Bridge aspiration to action

The late strategy theorist Colin S. Gray
described the function of strategy as a
bridge from purpose to action. Effective
strategies do more than just chart a
course; they ensure that a company
reaches its destination by aligning on

the most important goals. Our Strategy
Method outlines 12 building blocks that
are fundamental to strategy design,
mobilization, and execution (exhibit). These
building blocks—which we consistently
find in successful strategy efforts,

from transformations to new-business
launches—represent not a linear path
but rather alanguage that helps business
leaders ensure that their strategies don’t
end up as superficial exercises.

Design phase

The design phase is about committing to a
coherent set of bold, value-creating moves
in the face of an uncertain future:

— Aligning on the strategic challenge.
Define the core challenges, aspirations,
and critical trends.

— Assessing the business through five
lenses. Understand the organization
and its environment from the
perspective of financial-performance
drivers, capabilities, competitive
advantages, market dynamics, and
beyond-market forces.

Exhibit

— Exploring value-creating big moves.
Systematically consider strategic
options to shape the portfolio and
its performance.

— Committing to a bold strategy. Secure
leadership agreement on a clear path
ahead, backed by a compelling value-
creation narrative.

Mobilization phase

The mobilization phase translates strategic
choices into organizational readiness, with
an operating model and approach tailored
to the strategy:

— Empowering, engaging, and
governing. Assign ownership of
strategic choices to key leaders and
ensure fit-for-purpose governance.

— Translating strategy into granular
initiatives. Break down the strategic
plan into concrete initiatives.

— Reallocating resources to the strategy.
Shift funding, talent, and attention to
strategy-aligned initiatives, and stop
work on nonstrategic projects.

— Embedding strategy into plans and
budget. Ensure that organizational
structures, processes, and financial
plans support the strategy.

Execution phase
The execution phase puts the planinto
action, helping the company reach and

sustain higher levels of performance and
competitiveness:

— Forcing execution momentum.
Catalyze early progress on priority
initiatives to build traction.

— Driving and supporting performance.
Actively manage performance, remove
barriers, and enable delivery.

— Testing assumptions and adapting.
Continually monitor the environment
and strategic assumptions, and adapt
as needed.

— Launching the next S-curve. Identify
and pursue new opportunities to fuel
the next wave of growth.

The Strategy Method is particularly useful
in three respects. First, it enables you to
understand where and why your strategy

is succeeding or failing, which helps you
prioritize investments to improve the
strategy’s design and delivery. Second,

by mapping your activities to the building
blocks, you can ensure that you're focusing
on the most meaningful parts of strategy
work. Finally, by making mobilization central
to the strategy’s success, the Strategy
Method helps you connect ambitious
intentions to tangible results, ensuring that
your strategy not only survives contact with
reality but actually shapesit.

For more, see “How Al is transforming
strategy development.”

The Strategy Method covers the fundamental activities for designing and
delivering bold strategies.

The 3 phases and 12 building blocks of effective strategies

@ Design

e Mobilize

e Execute

@ Align on the strategic challenge

@ Assess the business through five

lenses

@ Explore value-creating big moves

‘ Commit to a bold strategy

McKinsey & Company

‘ Empower, engage, and govern

initiatives

‘ Translate strategy into granular

‘ Reallocate resources to the strategy

‘ Embed strategy into plans and budget

@ Force execution momentum
‘ Drive and support performance
‘ Test assumptions and adapt

@ Launch the next S-curve
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The biggest gap between Strategy
Champions and stragglers is actually
in mobilization—the crucial phase

of translating strategic choices

into organizational readiness.

The results highlight a reality often missing from strategy discussions. While the data support the
common refrains that strategy is about making clear choices and about execution, the biggest
gap between Strategy Champions and stragglers is actually in mobilization—the crucial phase of
translating strategic choices into organizational readiness (Exhibit 4).

Exhibit 4

Strategy Champions are stronger than stragglers at capabilities in all
phases of strategy but particularly stand out at mobilization.

Net difference in strengths between Strategy Champions and stragglers, percentage points

Design 1
Mobilize

Execute
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Where Strategy Champions build their advantage

As we dug deeper, we found that Strategy Champions are, on average, stronger than stragglers
at every one of the 12 building blocks (Exhibit 5). However, their strengths are particularly
distinctive in several areas critical to strategy success.

Exhibit b

Strategy Champions have stronger capabilities than stragglers at each of
the 12 fundamental building blocks of strategy.

Net difference in strengths between Strategy Champions and stragglers, percentage points

Design Align on the strategic challenge
Assess the business through five lenses
Explore value-creating big moves
Commit to a bold strategy
Mobilize Empower, engage, and govern
Translate strategy into granular initiatives
Reallocate resources to the strategy
Embed strategy into plans and budget

Execute Force execution momentum
Drive and support performance
Test assumptions and adapt -
Launch the next S-curve
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Strategy design: Setting the foundation

Two building blocks in which Strategy Champions particularly outperform stragglers are in

the design phase. First, they excel at aligning leadership teams on strategic imperatives by
building a shared understanding of the core challenges that the company needs to address.
When business leaders enter the strategy room, too often their goal is to get approval for their
plans rather than to find the objectively best strategic course for the enterprise as a whole. This
social side of strategy is why building a factual foundation is so critical: It ensures that everyone
understands the core challenges and can debate how to best act on them.

Part of establishing that foundation is identifying the trends with the biggest impact on the
business—the strength that we found most differentiates Strategy Champions from stragglers.
In Jeff Bezos’s 2016 letter to shareholders, the Amazon founder called “the eager adoption of
external trends” one of four essential ways to avoid disruption or complacency.® He went on to
explain, “If you fight [trends], you’re probably fighting the future. Embrace them and you have
atailwind.”

949016 letter to shareholders,” Amazon, April 17, 2017.
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Another building block of design at which Strategy Champions are particularly effective is
committing to a bold strategy: making coherent choices about clear strategic moves in the

face of an unpredictable future. This demands strategic courage on the part of the CEO, the
management team, and the board. For example, Aliko Dangote, CEO and president of Dangote
Industries, West Africa’s largest company, built his success on the view that leaders need “to be
the boldest people around.”® His personal philosophy is “think big, dream big, and do big things.”

A high-quality strategy ultimately represents a value creation agenda that guides the allocation
of resources. Unsurprisingly, Strategy Champions tend to excel at crafting compelling strategic
narratives that capture their agendas (in part through their equity stories). This lays a foundation
for mobilization.

Strategy mobilization: Building the bridge

Mobilization, the critical connection between design and execution, is where Strategy
Champions build their most noteworthy advantage. Getting mobilization right starts with that
phase’s first building block: ensuring that the right talent is fully empowered and engaged on
each strategic decision. Strategy Champions are considerably better than others at making
individual leaders accountable through clear targets and incentives, for ensuring that each
strategic choice is mobilized and executed. Nvidia, for example, assigns a “pilot in command” to
major projects and strategic decisions—the very best leader for that effort, regardless of role
or seniority.

Effective mobilization further benefits from ensuring that top talent holds the roles that deliver
the most strategic value, wherever these roles are in the organization, and empowering those
leaders to own and drive strategy. Indeed, a study of more than 1,600 senior managers by
Siemens and the University of Goéttingen found that business units whose leaders felt highly
empowered to implement their strategies outperformed those that didn’t."

Strategy Champions particularly stand out in the second building block of the mobilization
phase: translating strategy into granular initiatives. They also excel at reallocating resources

to the strategy and ensuring that the strategy is embedded into plans and budgets. In

doing so, they bridge what Stanford University business professor Jeffrey Pfeffer calls “the
knowing—doing gap”?—systematically ensuring that short-term decisions match long-term
strategy rather than letting managers revert over time to established patterns. Ultimately,
Strategy Champions’ ability to effectively orchestrate the building blocks of mobilization hinges
on having a fit-for-purpose operating model, which is why it's essential to factor in future
mobilization when designing strategy.

The prominence of mobilization in our research reinforces a crucial reality: Before a strategy
can shape the competitive landscape, it must successfully embed itself into the DNA of the
organization. As the late military and foreign policy strategist Andrew Marshall noted, “before
any strategy can influence a competitor, it first has to survive your system.”

0 Mutsa Chironga, Georges Desvaux, and Acha Leke, “Leadership lessons from Africa’s trailblazers,” McKinsey Quarterly,
January 10, 2019.

" Empowering people: Insights into strategy implementation in the digital era, a joint report from Siemens and University of
Gottingen, 2021.

2 Jeffrey Pfeffer, “The knowing-doing gap,” Insights by Stanford Business, November 1,1999.

8 “Netassessment as a tool of strategy: Andrew Marshall, with Dr Thomas G Mahnken,” Talking Strategy, March 14, 2023.
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Strategy execution: Sustaining progress

Well-designed and mobilized strategies create potential; execution captures it. Within this phase,
Strategy Champions particularly distinguish themselves in their ability to drive and support
performance. Rather than passively tracking progress, they actively manage performance

to identify and break down barriers holding back delivery and continually support the teams
responsible for execution. Singapore’s DBS Bank, for example, redefined its performance
management approach to enable its ambitious digital transformation strategy by tightly aligning
its balanced scorecard with the strategy and defining a new digital-value-capture metric.*

During execution, Strategy Champions are also stronger than other companies at testing,
learning, and adapting their strategy as needed, such as by increasing the resources allocated
to a strategic move or launching a new strategy design effort in pursuit of the next S-curve.
These activities require having clearly documented strategic assumptions and rationales for
each choice made during strategy design. One CEQ instilled the practice of the leadership team
articulating to the board the assumptions underlying their strategic commitments. This forced
business leaders to acknowledge and reconcile different beliefs, laying the foundation for
efficient testing and learning every six months during execution.

While Strategy Champions are, on average, stronger than peers across all the building blocks
and the underlying capabilities in the Strategy Method, their deepest strengths vary in important
ways based on the context they face. This is a significant advantage in today’s extremely
uncertain environment.

Different contexts call for different strengths

Aside from analyzing 400 companies’ strategy capabilities, we assessed how they factored in
a powerful external element: the level of uncertainty (see sidebar “Strategy under uncertainty:
Understand the future”). The results demonstrate that strategy capabilities work together as a
system: Strategy Champions aren’t just stronger than others at strategy overall; they have the
right strengths for the level of uncertainty that they face (Exhibit 6A).

Exhibit 6A

When uncertainly is lower, Strategy Champions explore bold moves while
stragglers tend to lose focus on their competitive advantages.

Strategy Method building blocks predictive of performance, I strategy Champions
lower uncertainty W Stragglers
Mobilize

Execute

McKinsey & Company

' David Kiron and Barbara Spindel, “Redefining performance management at DBS Bank,” McKinsey and MIT Sloan
Management Review, March 26, 2019.
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When uncertainty is low, Strategy Champions prioritize exploring value-creating bold moves,
seeking or forging discontinuities that can present opportunities with an exceptional ability to
find the right level of boldness. They often rely on their scale, scope, or innovation capabilities
to change competitive dynamics. To move up the Economic Profit Power Curve in highly stable
environments, these moves need to be forceful enough to dislodge leading incumbents.

The combination of finding or creating discontinuity and capitalizing on it with bold action can
give companies a lasting advantage. Walmart’s massive investment in supply chain automation
to generate a cost advantage and Disney’s systematic acquisition of content franchises to
become a leading player in family entertainment were strategies aimed at building an edge over
competitors during stable times.

Changing the status quo during stable times requires steely conviction, however. Companies that
fail to honestly assess their competitive advantages can find themselves doubly disadvantaged:
They may lack both the solid foundations to make bold moves and the leadership resolve to push
through when things go wrong.

In times of change or volatility, opportunities and risks abound. In such periods, Strategy
Champions’ most distinctive capabilities shift from exploring bold moves to aligning on the
strategic challenges. Boldness still prevails, but when multiple futures seem plausible, Strategy
Champions focus less on finding or creating opportunities than on aligning with conviction

on selected opportunities and the approaches to managing attendant risks—and doing so
more quickly and capably than competitors do (Exhibit 6B). Microsoft CEO Satya Nadella has
repeatedly exemplified this mindset, as when he unified the board and the organization around
the goal of becoming a cloud-first company rather than protecting Windows revenues.

Exhibit 6B

When uncertainty is higher, Strategy Champions excel at aligning on key
trends and calibrating their aspirations for their strategies.

Strategy Method building blocks predictive of performance, I Strategy Champions
higher uncertainty M Stragglers
Mobilize
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Strategy under uncertainty: Understand the future

Effectively navigating business
strategy requires a clear understanding
of uncertainty, as prediction-focused
methods can be perilous when the future
is truly ambiguous. Establishing a common
language for categorizing uncertainty, as
in these four levels of residual uncertainty
(what remains after thorough analysis),
enables teams to systematically assess
the type of uncertainty that they face,
fostering more productive strategy
discussions (exhibit).

Level one: A clear-enough future

Inlevel one, residual uncertainty is
negligible, and you can use a single, fairly
precise forecast as a reliable basis for
developing a strategy. Standard tools, such
as market research, competitor analysis,
and discounted cash flow models, are
effective for decision-making.

Exhibit

Level two: Alternative futures

In level two, a few distinct scenarios

can cover the likely future outcomes,
even though the specific outcome is
unpredictable. Strategy often changes as
agiven scenario becomes reality. This level
of uncertainty is common during potential
regulatory changes or shifts in competitor
capacity, and it requires developing a
small number of scenarios, possibly with
different valuation models.

Level three: A range of futures

In level three, you can define a range of
potential futures by a set of key variables,
such as market penetration rates and
technology cost levels. Level-three
uncertainty is often presentin emerging
industries and new markets (in the extent
of demand for an innovative new product,
for example) and often requires strategists
to develop a few plausible scenarios

(typically four or five) that encompass the
probable range of outcomes.

Level four: True ambiguity

In level four, multiple interacting
uncertainties make predicting possible
outcomes and developing scenarios nearly
impossible. Rare and transitional, this level
of uncertainty can follow major shocks (for
example, the COVID-19 pandemic and the
September 11 attacks). Analysis is often
qualitative: cataloging known factors,
identifying variables or indicators to track,
and studying analogous situations.

By identifying a specific level of
uncertainty, you can choose the
appropriate analytical tools; develop the
relevant scenarios, if needed; and select
the strategic postures and actions best
suited to the environment you face.

For more, see “Strategy under uncertainty.”

The level of uncertainty a company faces determines how best to approach
a business strategy.

The 4 levels of uncertainty

Level 1: Clear-enough future

Single view of the future

McKinsey & Company

.
I
Level 2: Alternative futures

1 of which will occur outcomes

Level 3: Range of futures
Limited set of future outcomes, Range of possible future

Level 4: True uncertainty
Not even a range of possible
future outcomes

To navigate high uncertainty, leaders often have to adapt the strategy, which in turn benefits
from disciplined documentation of the assumptions that underpinned the original strategic
decisions. Best Buy’s turnaround under CEO Hubert Joly embodied this adaptive approach

in what he calls the “bicycle theory”: “If you have tried to direct a bicycle from a standstill, it'’s
very hard; you fall. If the bicycle is moving, it may not be moving in the right direction, but it
doesn’t matter; you can course correct.”® Companies that fail to document their assumptions
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and continually test their hypotheses end up being unable to distinguish between execution
problems and strategic-hypothesis failures, leading to continued investment in flawed
approaches rather than intelligent adaptation.

These findings reinforce the fact that different contexts require different playbooks. Yet in

our experience, few companies consciously make such adaptations. Many continue with their
established approaches rather than identifying strategy capabilities to strengthen or build.
Organizations accustomed to stable markets that suddenly face disruption often need to develop
new strategy muscles.

Mastering the craft of strategy

How can an organization that aspires to become a Strategy Champion improve its strategy
capabilities? It should start with setting clear, shared standards for strategy. Our survey shows
that stragglers are nearly twice as likely as Strategy Champions to have little or no agreement
about what constitutes high-quality strategy. This matches our experience: Strategy is an often-
misunderstood concept, and the lack of understanding results in unproductive debates and
flawed decision-making.

Some leading companies have established bespoke approaches to promoting the strategic
thinking that they seek. Amazon, for example, distinguishes between “Type 1" decisions (those
that are irreversible or nearly so) and “Type 2” decisions (those with relatively short-term
consequences) when allocating management attention,® and its practice of the six-page

memo stresses clear thinking.” Mercado Libre, meanwhile, uses a 90—10 system that fully
empowers leaders to make most decisions, with the expectation that the 10 percent of decisions
that involve high stakes and are irreversible are managed collaboratively.® Such shared
understanding fosters speed: Strategy Champions are 1.7 times more likely than stragglers to
consistently make strategic decisions at the right speed.

Commitment to strategy excellence also has a financial dimension. Strategy Champions are
twice as likely as stragglers to have budgets that are dedicated to improving their strategy
capabilities and one-third more likely to have full executive-team support for investing in those
capabilities. The growing frequency of external shocks and the increasing importance of Alin
strategy development make such capabilities critical.

As an organization’s chief strategist, the CEQO is essential to focusing attention on strategy.
The experience of Rolls-Royce under CEO Tufan Erginbilgig illustrates the cultural reset that
this may require. Facing significant performance challenges, Erginbilgic launched a strategic
review framed around making clear choices. He involved around 500 leaders in what he
described as a necessarily “chaotic” process. “Because you’re making choices in the room, by
the time you're done with strategy, the whole organization is aligned,” he told us.” The process
didn’t just change Rolls-Royce’s strategic direction but aligned minds on what high-quality
strategy means and requires.

69015 letter to shareholders,” Amazon, 2016; Shana Lebowitz, “Amazon’s success (hint: it's about a specific type of decision),”

Inc., October 9, 2017.
7 “9017 letter to shareholders,” Amazon, 2018.
'8 2024 Impact Report: 25 years driving transformation in Latin America, Mercado Libre, 2025.
9 “Reinventing Rolls-Royce: A conversation with CEO Tufan Erginbilgic,” McKinsey, October 25, 2024.
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The aim of strategy has always been to make hard choices under uncertainty to unlock
exceptional results. But our research and experience have revealed something that many
companies miss: Strategy Champions have both brilliant visions and the right set of strengths

to bring them to life. They embrace all 12 building blocks of the Strategy Method, from design to
mobilization to execution. In today’s tough game with high stakes, mastering the craft of strategy
is the bridge to becoming a Strategy Champion.
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