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EFFECTIVE STRATEGY STATEMENT: A MUST FOR THE VDL TO USE ITS FULLEST POTENTIAL IN PUBLIC VALUE CREATION 

EXECUTIVE SUMMARY
[bookmark: _Hlk521484997]This assignment studies the strategic management of the Ville de Luxembourg (hereafter VDL), a public administration. In a first step, the strategy statement has been analysed which proved to be incomplete. The PESTEL framework and the SWOT analysis showed that its environment poses certain important risks, such as cyber-attacks and legal pursuit in case of non-compliance with the General Data Protection Regulation (hereafter GDPR). The VDLs strengths lie in its resources while the weaknesses lie in its rigid structure and lack of perfect cooperation. A complete and clear strategy could reduce these risks. Porter’s five forces which are shaping the competition, demonstrated that its competitive situation is low for most of its offered services as the VDL is the sole provider for many offered services. Mintzberg’s five definitions of strategy showed the lack in completeness of its strategy. The competitive advantage was analysed through Porter’s generic strategy framework which showed that the VDL mostly uses a cost-leadership strategy. The public value framework was further used as a more appropriate tool for public administrations to create public value for the citizens. It was difficult to apply the Ansoff growth matrix to the whole of the organisation due to its various services but helped in detecting directions leading to organisational growth on the level of the departments. McKinsey’s 7S framework analysed the elements which could lead to organisational success. It was found that the VDL needs a clear and complete strategy which is best communicated with a complete strategy statement. The change kaleidoscope tested the organisation’s receptivity to change. Results show that the needed change could be implemented quite fast. The analysis of the power of the stakeholders demonstrated that to succeed with this change, the political leaders need to be convinced of its benefits, which would satisfy citizens, which in turn could re-elect them.
INTRODUCTION
This assignment analyses the strategic management of the municipality of Luxembourg, known as VDL, which serves its over 116000 citizens with 56 different departments. While private firms seek to increase their profits by selling products, the VDL receives its major income through taxes. At the head of the VDL stand elected politicians. The city council votes the organisation’s budget and regulates all that is in the public interest. The college of aldermen composed by politicians too, represents the executive body in the municipality (Vdl, 2018). Information about the VDL’s strategy management has been gathered through primary information and the author’s personal experience during the time of employment at the VDL since August 2011. The VDL's strategy management has been analysed through the lens of the newly acquired knowledge during the weekly activities of the Strategy Management module taught at the online MBA of the University of Wales Trinity Saint David.  Further reading and learning lead to further analysis. The application of strategy analysis through various tools aims to find improvements in strategy which can increase public value creation and performance.

STRATEGIC MANAGEMENT AT THE VDL

Strategy
Strategy represents the direction an organisation takes, mostly over a period of several years. In the private sector the direction is mainly to increase shareholder profits. In the public sector, where “public enterprises are owned by governments”, it depends on the organisation’s objectives, but should be directed towards public value creation.  Strategy itself requires the management of resources, people and relationships, hence the term strategic management (Alford & Greve, 2017; Johnson et al., 2017, Kaul, 1990, p. 4).



Strategy statement 
The college of aldermen created a strategy statement shortly after its election, regrouping the municipality’s objectives in the fields of urban planning, housing, education, mobility, trade, social politics, gender equality, cosmopolitan and open city, environment, security, culture, sport, finance and human resources over the following six years (Vdl, 2017). An effective strategy statement fulfils four criteria. It should create a vision for the organisation’s future, provide information about decisions regarding the human resource development and capital budgeting, include benchmarks of performance and managerial actions and guide the attention to arising strategic concerns (Camillus, 1996). The VDL’s strategy statement includes its future vision but lacks the other criteria, which would be essential to communicate a precise strategy and provide a managerial tool to implement the strategy in a consistent way. 

Levels of strategy
On the organisational level, strategies can exist at the corporate-level, aiming to add value to the organisation as a whole by distributing resources to strategic business units, business-level, where it defines how the individual businesses of the organisation must compete in their own markets, and the functional-level, defining the delivery of corporate and business level strategies with regards to people, processes and resources (Johnson et al., 2017; Vaughan, 2013). 
With the corporate level strategy, the headquarters add value to the group of diversified businesses. Possible internal benefits are economies of scale, core competencies and shared activities, while external benefits are market power, efficient capital allocation or business restructuring (Lynch, 2006). At the VDL, corporate-level strategy exists as a basic strategy statement. On the business-level, it exists as the strategy of the different departments, who try to follow the corporate-level strategy, but lack a complete strategy statement guiding them on how to achieve the objectives. The resulting flexibility may lead to a loss of focus and consistency in strategy. Thus, the functional-level strategy mostly depends on the different heads of departments. Hence the importance of a complete strategy statement providing a clear strategic direction of the corporate, business and functional level. Business strategy aims to use available resources and capabilities to achieve its goals, overcome threats and choose opportunities in the environment. Strategic management studies the internal and external environment with the help of frameworks and tools. It then delivers an adapted approach to strategic decision making (Jeffs, 2008). 

Environment analysis
Organisational environments, representing opportunities and threats, can potentially trigger change. They can be analysed in different layers. The macro-environment in the outer layer, represents the broad factors, such as the internet or climate change, which influence sectors, industries and organisations. The second layer is the industry or sector and the third, the markets surrounding the organisation and its competitors. The macro-environment can be analysed with the help of the PESTEL analysis which focusses on its political, economic, social, technological, ecological and legal factors (Johnson et al., 2017). 

· PESTEL
The PESTEL framework, analysing factors which can lead to the success or failure of a specific strategy, should be used with the SWOT framework to choose the most appropriate strategy. For the PESTEL, the political factor represents the government with its influence on the organisation’s environment. The Luxembourgish government can influence several of the VDL’s activities. The economic factor represents influential elements of the macro-economy such as economic growth rates or exchange rates, an important factor for the VDL, who receives taxes from many private organisations on its territory. The social factor includes influences that shape demographics or cultures such as ageing populations. The VDL creates value for its very diverse population in terms of age, culture and social status. The VDL’s technological environment, linked to the internet, poses a threat with cyber-attacks, which represent a main risk which organisations must overcome. With cyber-attacks, hackers can access confidential information or intellectual property. The environmental factor deals with the natural environment such as waste or pollution. The VDL has legal obligations, such as collecting waste and delivering clean tap water to households on its territory.  The legal factor deals with the legislation which can change or represent constraints to a business. The recently introduced GDPR poses a risk for the VDL as a non-compliance will incur legal actions ranging from a warning to a ban on processing with a fine of up to €20 million (Amir et al., 2018; Deresky, 2016; European Commission, n.d.; Griffiths & Wall, 2011). Many of the VDL’s tasks are legally regulated, some being mandatory while others depend on the municipalities financial ability and political goodwill. The political factor is sufficiently stable during the period for which a government has been elected. The economic factor strongly depends on economic events. Luxembourg is a very attractive place for international businesses, ranked 12th in 2018 among European cities for its attractiveness to foreign investors (Le Gouvernement du Grand Duché du Luxembourg, 2018), resulting in higher incomes for the VDL. The social factor is very flexible, and the municipality adapts to it. The municipality has learnt to constantly adapt and adjust its environmental factor. To avoid cyber-attacks, a department with experts has been put in place. The legal factor recently changed with the GDPR, which influence the functioning of the municipality as a whole, as it deals with private data of its citizens.

· SWOT
The SWOT analysis helps in formulating a strategy. Ideally, a company’s strategy should fit its internal capabilities, strengths and weaknesses, with the external situation, opportunities and threats of the environment. The SWOT framework firstly analyses internal factors of an organisation, assessing its strengths and weaknesses. They can be applied to its structure, finance, human resources, marketing and logistics. The VDL has many strengths, such as important and stable financial resources, important assets and vast human resources with a job security. Amongst its weaknesses count a rigid structure not always allowing a quick reaction to environmental changes and a lack of consistent cooperation between departments. The PESTEL analysis helps in detecting opportunities and threats (Griffiths & Wall, 2011). The political and financial stability offer many opportunities, especially in attracting businesses on its territory. The cyber-attacks and the recent General Data Protection Regulation poses a threat if not applied correctly. 

Porter’s five forces
According to Porter, five different forces are shaping the competition, threats of new entrants, bargaining power of suppliers, bargaining power of buyers, threat of substitutes and rivalry between the businesses (Hooley et al., 2017). Currently this is the best model for assessing an industry’s competitiveness. The threat of new entrants usually grows with decreasing barriers to enter a specific market leading to an increased competition. For many services, the VDL will not encounter competition as in Luxembourg, every municipality is responsible for its own territory. However, some of its services, such as Luxembourgish language courses, are not solely directed towards citizens, with a high threat of new entrants as entry barriers are not particularly high. When suppliers have a bargaining power over products, the competition rises. For the VDL’s offered services, including the language courses, the bargaining power of suppliers is low as they are mostly offered through its own human resources and assets. An increase in bargaining power of buyers due to a large choice of suppliers equally translates into an increase in competition. For many services, the citizens have no bargaining power as the VDL is the sole provider unlike the Luxembourgish language courses. The revenues generated by these courses however are not significant, nor essential for the VDL. The competition also increases with the availability of substitute products. For many of its services, such as distributing tap water, there exist no substitute products. However, substitute products exist for Luxembourgish courses, thus potentially increasing competition. The internal rivalry is formed by external pressures, market demand growth in comparison with supply and how many players exist in the industry (Vaughan, 2016; Porter 2004). The internal rivalry is generally low for the VDL as there do not exist many competitors for most services, unlike the Luxembourgish courses with more players in the industry and a higher demand since its necessity for the Luxembourgish Nationality application. Organisations can learn more about their industry’s structure by understanding these five forces, helping them to become less vulnerable against competition and creating a more advantageous position (Pringle & Huisman, 2011). For the majority of the VDL’s services, the competition is very low. With some exceptions such as the Luxembourgish courses.


Mintzberg’s five P’s
According to Henry Mintzberg, it is essential to use the different definitions of strategy. Firstly, as a plan because it directs the route towards a goal to be achieved in the future. The VDL’s strategy statement includes this factor as it sets goals. Secondly as a ploy to deceive the competition, by creating a threat to opponents. This is missing in the VDL’s strategy, possibly caused by a lack of competition. Thirdly as a pattern because after the happening of events, the organisation’s consistent behavioural pattern will be visible. Fourthly as a position, by locating a product in a market to create a competitive advantage. The VDL has located its Luxembourgish courses in a market and creates competitive advantage by offering them at a lower price. Lastly as a perspective, with importance for a consistent strategy permeating the organisation, which is lacking in the VDL’s strategy (Burnes, 2014; Mintzberg et al., 2009). These five definitions of strategy complement and compete, while each one helps to understand strategy (Mintzberg, 1987). 

Risk management
Effective risk management puts organisations in a stronger position to deal with a crisis. Risks exist in choices and in the implementation of strategy, representing a negative future event affecting the organisation. Innovative organisations with a flexible culture and committed workforce can manage risk better than those who don’t. Most risks seem low for the VDL, but its rigid structure and lack of a complete strategy statement could cause problems for managing bigger risks. Strategies can minimise detected personal risks, opportunity risks, environmental risks and the resource-based risks. Often risks can be dealt with alternatives, such as retaining it while the organisation prepares for outcomes, transferring it through an insurance, or regulating it, for instance through an investment to reduce it (Thompson & Martin, 2010). 

Porter’s generic strategy framework	
According to Porter, who created the generic strategy framework, a company’s competitive advantage depends on the generic strategy which aims to achieve set goals in the competitive environment. That generic strategy can be either a cost leadership strategy, aiming to be the producer with the lowest cost within a particular industry resulting in higher profits, a differentiation strategy, distinguishing a business from other businesses by creating exclusive products with higher prices and perceived as superior, a focus strategy, focussing on a certain group of customers, or a combination of those three (Stonehouse et al., 2004). Risks of each strategy should be considered. For the cost leadership strategy, a risk is to be trapped on important investments or the possibility of competitors to apply similar cost reductions. For the differentiation strategy, the risk can be too high costs involved or no need for differentiation. A stagnating or disappearing niche are the risks of the focus strategy (Viltard, 2017). Most of the VDL’s services, including the Luxembourgish courses, come from a cost-leadership strategy, due to their low cost and lack of exclusiveness. Risks are not particularly high for the VDL due to its financial resources, which prevent major disasters under normal circumstances.

Public value framework
A public organisation should create public value by delivering something the customers want. The public value framework is well suited for strategic management in a public enterprise, regrouping the strategic factors in the public sector. It is presented in the form of a triangle with three categories, the authorising environment such as legitimacy, political support, authority, the value to be produced, which is private and public such as goals, mission, purpose, objectives, and the productive capabilities, internal and external such as technology, employees and skills. These elements of the framework need to be aligned to get important stakeholders on the same side for overcoming issues by voluntarily following a same strategy (Alford & Greve, 2017; Moore, 1995). In the case of the VDL’s goal of improving mobility, the authorising environment are its political leaders, the value to be created is a better connection in the public transport and the productive capabilities are the bus department with its know-how, bus drivers and buses. If these three are aligned, the expected value can be created.


Ansoff growth matrix
[image: Ansoff Growth Matrix Diagram]
Figure 1: The Ansoff growth matrix (Ansoff Matrix, 2018)
The Ansoff growth matrix is an effective corporate strategy framework, providing four different directions leading to organisational growth. The matrix has two axes, one ranging from existing to new markets and the other from existing to new products/services, forming four zones each one representing a direction for organisational growth. Market penetration (existing products and markets) with the least risk, new products or services (new products, existing markets), market development (existing products, new markets), both with intermediate risk and diversification (new products and markets) with the highest risk. In a situation of terminally declining markets, an organisation faces a high risk by continuing to offer the same services or products. In such a case the organisation has better chances by reinventing itself (Burke et al, 2008; Johnson et al., 2017). A general overview of the VDL is challenging with its many departments and various offered services. It would thus be more realistic to say that it’s corporate strategy is more diverse than sticking to one single zone of Ansoff’s growth matrix. On the level of each department, it can be useful. In case of the Luxembourgish courses, the zone with existing markets and new products, could be a strategy of growth as a new law allows citizens living in Luxembourg for 20 years and participated in a Luxembourgish course of 24 hours, to apply for the Luxembourgish Nationality. Without such short courses, the VDL could trigger growth by offering them. 

McKinsey’s 7S framework
For a change analysis, the McKinsey’s 7 S framework analysing seven elements which lead to an organisation’s success, is of value. It only lacks the relationships between these elements. They are the Structure of the organisation, its general Strategy, its Systems allowing the organisation to function, the leaders approach, namely Style, the Staff including their needs, the needed competencies, namely Skills, and Superordinate, its vision and values expressed through goals. This framework compares the current situation with the situation that should be achieved by demonstrating how elements are linked and how things can be changed (Doherty et al., 2014; Singh, 2013). This tool could help to overcome the issue of a lack of cooperation between different departments at the VDL, which are led by 7 different political leaders. Each department has a head of department directing other employees. Given the incomplete strategy statement, the Strategy is lacking in precision and importance in the organisation itself. The Systems are the internal processes and procedures, which are formal at the VDL, putting directors, the heads of departments and political leaders in a central position. Skills of the employees are not actively developed as their slow career advancements happen over time. With the legally imposed career development and the large number of employees, the Staff’s needs cannot always be met. The Style is not always consistent due to the opposing political views of the leaders and the different approaches of the heads of departments. The political leaders may have different visions of how to achieve the shared goals. Cooperation could be improved with a complete strategy statement applied by all employees, less formal procedures more adapted to the organisational needs, actively improved employee skills, meeting the staff’s needs, more consistent style through better cooperation between the leaders with a more shared vision and a clear strategy that permeates the whole organisation. 
	

Change kaleidoscope
In today’s world, change is happening at an accelerated rate, thus public and private organisations with their managers must efficiently and effectively manage change (MCalman et al., 2016). For assessing the organisation’s receptivity to change, the change kaleidoscope framework from Julian Balogun and Veronica Hailey may be used. It focusses on eight different contextual features which may support or resist change. They are Time, analysing how fast change is needed, Scope which analyses the extent of change needed, Perseverance looking at the characteristics which have to remain, Diversity which analyses the groups and divisions within the company, Capability looking to what extent change can be implemented, Capacity looking at the available resources needed for change, Readiness looking at the preparedness of the employees for change and Power looking at the influence the change leader possesses to create change (Johnson et al., 2017). They created a matrix regrouping the types of change, combining the speed of change, big bang or incremental, with the required extent of change, being transformation or realignment. Four types of change result, Evolution, gradual transformation, Revolution, quick transformation, Adaption, slowly implemented less fundamental change and Reconstruction, fast realignment. Organisations can also change between these four types. For instance, if funds are lacking, realignment might be more appropriate (Hailey & Balogun, 2002). For the VDL, the needed change is to create a clearer, more precise strategy with a complete strategy statement which permeates the whole organisation. This change is needed fast for a better functioning, not for its survival. The scope is big as this strategy needs to be better communicated in the whole organisation. The financial resources and the organisational philosophy need to be maintained. The internal diversity is very large with employees of different age groups, cultures and educational level. The political capability is high with the power to impose such a change. In the case of the improved strategy, the VDL’s capacity is strong with robust financial and human resources. The readiness for such a change may vary as most employees are used to a certain routine. If the change leader would be the mayor itself, with the highest internal position, the power would be very high given the authority to impose such a change, making him the most fit change manager. Stakeholders play an important role in the change process. Among them count external and internal institutions and humans, having an involvement, investment, interest have an interest in the organisation’s performance or are affected by it. Stakeholders in publicly owned organisations, include more people such as politicians, taxpayers, service users, public auditors, members of regulatory bodies, licensing bodies, voluntary bodies or lobbyists, all of which have different interests, unlike private organisations where they mostly are shareholders, employees, suppliers and customers.  The way in which important stakeholder groups control the management of the organisation is termed governance (Doherty et al., 2014; Morden, 2007; White, 2004). 

Power of stakeholders	
Change managers must detect powerful stakeholders who can affect the change, as they can have a neutral, negative or positive interest in the change. Many stakeholders can be affected by change since organisations are open systems. It is essential to classify stakeholders according to their level of power and their stake. According to a simple 2 x 2 matrix, four different kinds of stakeholder’s result. Among those with a high stake, exist the sponsors and blockers who have a high level of power, helpless victims such as beneficiaries have a low level of power. Among those stakeholders with a low level of stake, exist those with a low level of power, the bystanders, and those with a high level of power, the meddlers such as journalists. Once the stakeholders are classified, the change managers need to assess how to make the powerful stakeholders support the change. This can be achieved by creating relationships, delivering additional information. In the case of stakeholders who cannot be influenced, change managers need to look for other ways, to reduce their power in the change process (Hayes, 2002). In the case of the previously stated change, the political leaders of a different political party and the directors would have a high stake and high level of power. Helpless victims would be most employees with a lower status in the organisation. The meddlers are the citizens, not directly affected by change but with power to elect the political leaders. The bystanders are the visitors who use some services, they have no power and no direct stake. To implement this strategy change, the mayor needs to convince the other political leaders of its benefit in the next elections. If the citizens are satisfied with a better service, they might re-elect them.

CONCLUSION
The VDL is a public administration which aims to offer public value to its citizens by delivering services they want. The VDL fails at the strategic basis with no in-depth strategy and an incomplete strategic statement. This leaves the organisation without a detailed strategy guide resulting in strategy inconsistencies and a lack of precision in business level and functional level strategy, leaving too much flexibility to the departments. Its environment is politically and economically stable, bringing various opportunities such as attracting more businesses to its territory resulting in higher tax incomes. The technological environment and legal environment pose important threats such as cyber-attacks or legal pursuit in case of non-compliance with the GDPR, but the VDL has departments in charge of avoiding such risks. Its strengths lie in strong financial and human resources and weaknesses in a lack of strategy, internal adaptability and cooperation. The competition is for most services non-existent as there exist no other providers except a few services such as the Luxembourgish courses, which do not pose any financial threat. Due to its nature, the goal is to create public value to citizens and visitors. For achieving these goals effectively, the VDL firstly must create a specific and detailed strategy with a clear and complete strategy statement which would help as a tool for the strategy to permeate the organisation. For implementing this strategic change, McKinsey’s 7S framework would be of value to analyse the elements leading to the success or failure of this needed change. The change kaleidoscope would help the VDL to analyse the features which support or resist this strategy change. The results show that the time and power factor clearly support this change, provided the change manager is the mayor, a political leader or a manager having their support. The analysis of stakeholders shows that to succeed with this change, the political leaders play the most important role and must be convinced of the benefit this change in strategy precision will bring by satisfying the citizens who in return might re-elect them. The VDL already created much more value for its citizens than many other municipalities, but with the vast resources it has, it could increase this value with a precise, complete and effective strategy statement helping the strategy to permeate the whole organisation, as good performance follows an effective strategy (Wickham, 2006), which could equally reduce the existing risks through a better cooperation between the departments, if all were moving in the same direction.
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