Org problems: Strategic planning for the future.

In the 1960's Chandler linked strategies of innovation, cost minimisation, and imitation to org structures of organic, mechanistic, and combined - respectively (cited in  QUOTE "(Robbins, Waters-marsh, Cacioppe, & Millett, 1994b)" 
Robbins, Waters-marsh, Cacioppe, & Millett, 1994)
.  With the continuing trend of de-layering and downsizing, organisational structures are changing and the capacity of middle management to link employees to those strategic plans is disappearing.  The impact on strategy is that strategically smarter employees increasingly have to make the linkage themselves  QUOTE "(Linkow, 1999b)" 
(Linkow, 1999)
.  This coincides with a time when organizations are moving from a local to a global orientation, from being solely competitive to more collaborative, from structures based on hierarchy to flexible structures, and from an emphasis on individuals to an emphasise on teams  QUOTE "(Novelli & Taylor, 1993)" 
(Novelli & Taylor, 1993)
.  As environmental turbulence increases, the strategic role of staff development therefore moves from 'training' of skills towards 'learning' with a focus on imminent business needs.  Learning becomes the vehicle for anticipating business development needs because the organisations face problems that are novel and have no clear-cut answer  QUOTE "(Martocchio, Bal, &  dwin, 1997)" 
(Martocchio, Bal, &  dwin, 1997)
.  The need for adjusting the foci of training programs is demonstrated by research on 90 senior executives from MBA programs in 5 countries tested for strategic thinking.  Findings were: 1) Under conditions of environmental uncertainty, strategy was more likely to emerge from collective initiative than from analysis of the macro environment.  2) Only a small portion of thinking allocated to attention to rational details.  Emotion and feelings matter.  3) The more the turbulence, the less the time spent on influence activities, focusing on tactical issues rather than the strategic future  QUOTE "(Crouch & Basch, 1997b)" 
(Crouch & Basch, 1997)
.  These executives did not demonstrate the skills needed to transform an organisation.
In the face of such a poor demonstration of strategic skills at executive level, while increasingly higher such skills are required by the organisation, the questions for this paper become:

1. What are the problems faced in strategic planning?

2. What are the trends in overcoming the problems of strategic planning?

Strategy
A strategy is a device to confuse the enemy (Oxford dictionary), although in this paper it refers to the product of strategic planning – a process involving strategic thought
 and used by the organisation to plan how it will achieve its goals  QUOTE "(Robbins, Waters-marsh, Cacioppe, & Millett, 1994a)" 
(Robbins, Waters-marsh, Cacioppe, & Millett, 1994)
.  Successful organisations rely upon strategy, not professional standards or principles, and will only have accidental profit or growth if they do not have a business plan.  Without appropriate planning, even very small organisations display a vulnerability to the environment rather than a capacity to adapt  QUOTE "(Gerber, 1986)" 
(Gerber, 1986)
, and all such plans are increasingly having to recognise the importance of developing human capital  QUOTE "(Friedman et al., 1998)" 
(Friedman et al., 1998)
.  The winning 'strategic plan' will need an effective 'management plan' (Table 1) to orchestrate the various forces at work - the organisation, marketplace, current customer focus etc  QUOTE "(Ji-Ren et al., 1995)" 
(Ji-Ren et al., 1995)
.  The management function involves ensuring efficient and effective control of operations, while Leadership is about strategic direction setting and requires dealing with complex problems  QUOTE "(Novelli & Taylor, 1993)" 
(Novelli & Taylor, 1993)
.

Table 1

Distinctions between strategic & management activities

Characteristic
Strategic Planning
Management Planning

Focus on plans
One aspect at a time
On whole organisation

Complexities
Many variables
Less complex

Degree of structure
Unstructured and irregular; each problem different
Rhythmic; prescribed procedures

Nature of information
Tailor-made for the problem; more external and predictive; less accurate
Integrated; more internal and historical; more accurate

Communication of information
Relatively simple
Relatively difficult

Purpose of estimates
Show expected results
Lead to desired results

Persons primarily involved
Staff and top management
Line and top management

Number of persons involved
Small
Large

Mental activity
Creative - analytical
Administrative; persuasive

Source discipline
Economics
Social psychology

Planning and control ratio
Planning dominant, but some control
Emphasis on both planning and control

Time horizon
Tends to be long
Tends to be short

End result
Policies and precedents
Action within policies and precedents

Appraisal of job
Extremely difficult
Much less difficult

Note: Source - Anthony & Dearden (1976). 

With the increasingly turbulent business environment, organisational leaders need to provide logical processes for sane organisations populated with sensible people so they can manage with an insane business world  QUOTE "(Willmott, 1995)" 
(Willmott, 1995)
.  Therefore, leaders of organisations in even historically stable environments, have to strategise to adapt.
Strategic plans.

Because organisational interest in strategy has existed for considerable time, most texts on management and organisational psychology include material on strategy, strategic planning and strategic thinking, with a popular strategic planning model mentioning four basic categories of strategy: historic, evolutionary, emergent and processual (or futurist) (Appendix A).  Historically, strategic processes were confined to the executive layers of the organisation  QUOTE "(Brown & Starkey, 2000; Linkow, 1999c)" 
(Brown & Starkey, 2000; Linkow, 1999)
, but an individual's strategic thinking is not perfect and mistakes will be made  QUOTE "(Crouch & Basch, 1997b)" 
(Crouch & Basch, 1997)
 up to half the time  QUOTE "(Nutt, 1999)" 
(Nutt, 1999)
.  Sometimes even the strategic issue is difficult to define  QUOTE "(Mintzberg, 1990)" 
(Mintzberg, 1990)
.  Some organisations attempt to hedge against failure of strategic plans by using combination processes such as historic and emergent  QUOTE "(Parnell, 2000)" 
(Parnell, 2000)
.  During the review for this paper however, there was very little discussion and no empirical research found that dealt with the impact of the human side of the process of developing the plan.  Until there are such reports, one has to logically expect that transactional leaders would manage the process in a different manner than would a transformational leader, and therefore generate different plans.

Transformational leaders can and do acknowledge 'soft' issues when creating conditions that enhance learning about the contexts within which learning about organisational processes can best occur  QUOTE "(Schein, 1993)" 
(Schein, 1993)
.  However, it is now not enough to be able to claim to be a learning organisation, because anticipatory adaptation is needed  QUOTE "(Gephart et al., 1996)" 
(Gephart et al., 1996)
.  It is essential, therefore, to move from being a ‘learning organisation’ to an ‘adaptive organisation’, and for this kind of learning to occur, high levels of critical thinking ability need to be widely distributed throughout an organization  QUOTE "(Novelli & Taylor, 1993)" 
(Novelli & Taylor, 1993)
.  It means that individuals from all levels and parts of the organisation need to develop the ability to apply the same skill of critical thinking used in their profession, to their additional roles in strategic business management and organisational issues  QUOTE "(Mangers, 2000)" 
(Mangers, 2000)
.

Strategic conversation

Strategically smarter employees are now required, not just because their transformational leaders are promoting it, but also to fill the void left by de-layered middle managers.  Employees will have to understand the new strategic processes, their roles in them, the language of strategy, and interpret marketplace dynamics to identify emerging opportunities and threats. Basically, they will need to become gifted strategic thinkers.   The new thinking and language competencies they require are reframing, scanning, abstracting, multivariate thinking, envisioning, inducting, and evaluating  QUOTE "(Linkow, 1999b)" 
(Linkow, 1999)
.  
However, some executives and upper level managers are having difficulty letting go the controls and trusting employees in decision making  QUOTE "(Spreitzer & Mishra, 1999)" 
(Spreitzer & Mishra, 1999)
.  In recognising the value in engaging all hierarchical levels, 'control concerned' executives may use some form of conversational vehicle to open communication channels for power sharing, yet maintain control  QUOTE "(Chesley & Wenger, 1999)" 
(Chesley & Wenger, 1999)
.  These devices are intended to not only target their specific focus such as quality in the case of TQM, but also open communication in such a way as to lift the level and quality of strategic conversation throughout the hierarchical levels and across silos.  The devices tend to be associated with their unique three-letter anagram: MBO, JIT, QFD, CAT, TQC, QWL, TQP, CAM, SPC, VAM, MAP, and TQM  QUOTE "(Dervitsiotis, 1998)" 
(Dervitsiotis, 1998)
 and MRP, BPR.  Unfortunately, these are usually applied in chunks and phases and usually fail  QUOTE "(Willmott, 1995)" 
(Willmott, 1995)
, because they are introduced as a way to improve efficiency and increase invisible control even if at the same time attempting to promote strategic conversation supposedly guided by missions and visions.  It often amounts to introducing a form of slavery, and too little attention is paid to involving, motivating and inspiring people  QUOTE "(Hennestad, 2000)" 
(Hennestad, 2000)
.
All the devices mentioned so far have a common flaw in that they are inflicted from 'top down' but have to be executed bottom-up.  All the change is expected at the bottom with no personal discomfort of change at the top  QUOTE "(Hennestad, 2000)" 
(Hennestad, 2000)
.  The Balanced Scorecard (BSC)
 and Baldrige Awards 
 attempt to reduce this top-down - bottom-up imbalance by the nature of the processes used to score specific aspects of organisational activity.  BSC aims to make strategy everyone’s job  QUOTE "(Howie, 2000)" 
(Howie, 2000)
, and is done in a way that turns strategy into action  QUOTE "(Norton, 1998)" 
(Norton, 1998)
.  The BSC measures are four of the seven used in evaluation for the annual USA Baldrige Awards  QUOTE "(nist, 1999)" 
(nist, 1999)
.  Criticism of both BSC and Baldrige Awards relate to costs that start at $400,000, the driving philosophy, and absence of soft ‘below the line’ issues  QUOTE "(Wilson & Durant, 1994)" 
(Wilson & Durant, 1994)
.  It is also evident that while they might make strategy everyone's problem, and may increase strategic conversation in lower echelons, they may also replace individual autonomy with imposed conditions reducing employee sense of empowerment  QUOTE "(Peck, 1997)" 
(Peck, 1997)
, regurgitating the word 'slavery'.  This in turn may have negative consequences on satisfaction, performance and the psychological contract  QUOTE "(Schalk et al., 1998)" 
(Schalk et al., 1998)
.  

Few of these devices exploit the unique knowledge of employees and customers, and none exploit employee diversity, or use their collective cognitive power for addressing the organisation's dilemmas.  They may help the organisation adapt to today and so answer Question 1, but they do not help the organisation learn to become adaptive and anticipate tomorrow.
Scenario Planning

Ill-structured problems of adaptation often present themselves as paradoxes or dilemmas (E.g. focus on quality or quantity but both are wanted).  Understanding situations from competing perspectives is a key to coping with such problems.  A primary mechanism for achieving this understanding is through critical thinking - defined as rationally evaluating ideas from multiple perspectives, a "multilogical" point of view.  This multilogical view is achieved only by acknowledging and embracing divergent and conflicting perspectives  QUOTE "(Novelli & Taylor, 1993)" 
(Novelli & Taylor, 1993)
.  Scenario planning is a process that recogises multiple perspectives from a "multilogical" view as a way to compensate for the cognitive limits of human decision-makers, limits that restrict the field of vision, and cause selective perception and interpretation of the future business environment  QUOTE "(Crouch & Basch, 1997b)" 
(Crouch & Basch, 1997)
.  Scenario planning encourages contributions from representatives of all stakeholders - especially the employees, broadening the cognitive contribution (Appendix B).  In scenario planning the lower hierarchy levels and other stakeholders (customers, investors, anyone impacted) are credited with specific views that successful scenarios need to include  QUOTE "(Schoemaker, 1995)" 
(Schoemaker, 1995)
.  

Scenarios go beyond analysis to include subjective interpretations, involving all participants  in strategic conversation  QUOTE "(Schoemaker, 1995)" 
(Schoemaker, 1995)
.  Such a distribution of strategic inclusion requires an attitude that acknowledges the value of strong bi-directional network communication between executives, lower echelons, and other stakeholders.  For example, Intel's CEO claims that most CEOs are isolated, and news from the outside or even inside, has difficulty reaching unless the CEO is actively exposed to all aspects of what constitutes the CEO's environment, including disenfranchised customers and lower-level employees.  When encouraged, they will tell the CEO a lot that is needed to know  QUOTE "(Darling, 1999)" 
(Darling, 1999)
.  Another CEO-centred strategic weakness, insensitivity to the environment  QUOTE "(Ritson, 1997)" 
(Ritson, 1997)
 and the resultant contribution of influence of CEO on profit  QUOTE "(Waldman & Yammarino, 1999)" 
(Waldman & Yammarino, 1999)
, should be reduced by a permanent scenario planning system - simply because the strategic potency of the CEO is calmed.  Finally, scenario-planning attempts to stabilize performance at higher levels, and overcome the tendency for good performance to lead to inertia, just as poor performance may lead to organizational change.  Organizations that have recently been successful will resist changes in their basic strategies and missions  QUOTE "(Boeker, 1997)" 
(Boeker, 1997)
.  

Scenario planning does present obstacles however.  It is not easy to start gently, requiring executives to recognise the strategic-thinking value of people outside the senior management team.  Secondly, scenario planning is a process, not an organisational system, although Royal Dutch Shell built a system around it (Table 2).  Without systematisation the next leader may have alternate leadership behaviours that do not encourage such activities.  Scenario planning merely provides the glimpses of the future around which strategic conversation can focus.  Organisations could therefore benefit from a system that is organisation-wide like TQM, but provides bottom-line benefits of Balanced Scorecard or Baldrige awards without their purchase cost, and one that includes scenario planning as an integral component.

Table 2

Systematising scenarios and strategic planning at Royal Dutch-Shell.

Event
Action
Outcome

1
Scenario planning
review history, trends, set frame
build scenarios & flags

2
Strategic planning
develop mission/vision from scenario - infer conclusions
plan strategy

3
Business planning
Tactics, budgeting, steps
Plans with budgets

4
Business appraisal
check scenario flags, outcomes.
Feedback and re-alignment warnings

Note: Adapted from van der Heijden (1992)

Strategic Climate Planning & Alignment

Although organisational activities are theoretically conducted in an emotionless manner, and strategic plans are highly mechanistic in nature, there are at least two occurrences of 'below the line' interactions that need acknowledgement.  Firstly, humans are doing the strategic planning, so feelings and emotions are an unavoidable (even if denied) and integral part of all group conversations  QUOTE "(Goleman, 1998)" 
(Goleman, 1998)
.  The climate that is 'felt' by participating executives will influence their behaviour during that conversation.  In other words, climate influences strategic conversation.  Secondly and conversely, the strategic decisions affect feelings and emotions of employees impacted by the decisions  QUOTE "(Elsbach & Elofson, 2000)" 
(Elsbach & Elofson, 2000)
 and thus influence the perceptual climate.  So strategic conversation influences climate.  Unfortunately, acknowledgement of that bi-directional interaction is absent from literature on strategic planning.  This is in spite of recognition that much of what really goes on in an organisation takes place below the surface of daily behaviours, displayed in the form of conflicts, defensive behaviour, tensions and anxiety  QUOTE "(Kets de Vries, 1995)" 
(Kets de Vries, 1995)
.

Before organisation-wide strategic thinking and conversation can occur, employees must 'feel' they are in a safe climate  QUOTE "(Weick, 1999; Quick & Kets de Vries, 2000)" 
(Weick, 1999; Quick & Kets de Vries, 2000)
 that encourages their understanding of  QUOTE "(Linkow, 1999a)" 
(Linkow, 1999)
, and involvement in, strategic conversation  QUOTE "(Crouch & Basch, 1997a)" 
(Crouch & Basch, 1997)
.  It is even intuitively reasonable to expect a different climate report from within an organisation that merely 'permits' strategic thinking, to one that proactively encourages it from within a climate of psychological safety.  In support of this approach is empirical evidence that climate and culture do indeed impact strategic thinking (Harris cited in  QUOTE "(Crouch & Basch, 1997c)" 
Crouch & Basch, 1997)
.  This line of argument provides support for the possibility of using climate planning intelligently - strategically - as a way to move strategic conversation throughout the organisation.  The same argument supports acknowledging human behaviour within the resultant strategic plan - that is, the plan should acknowledge that it is dealing with humans.
In summary, the links between strategic plans and emotions can be demonstrated in three ways.  First there is the emotional involvement of participants to the process of developing strategic plans  QUOTE "(Goleman, 1998)" 
(Goleman, 1998)
.  Secondly, every strategic plan impacts people, and therefore their climate.  The need to adjust plans to accommodate adverse impact on climate brings us to the need to deliberately set out to influence climate.  It is akin to a 'climate impact study' for strategic plans.  Finally, the previous two points prompt the suggestion that every strategic plan should acknowledge and account for climatic impact, and prepare the climate if necessary.  A specific sub-strategy could conceivably be designed solely with emotional or climate goals.  The strategic value of having a particular type of climate for the organisation in question may range from reducing turnover and absenteeism to enhancing organisational learning. 

Strategic climate planning and alignment (the subject of current research & development work by the author) therefore refers to an organisational system  whereby the strategies that result from scenario planning are considered in the light of ‘what kind of organisational climate do we need?' for the various scenarios.  The design of organisational climate should address both external and internal environments.  This question about climate then drives a new round of discussions by a similar spread of stakeholders to plan the climate that should suit the scenarios and resultant strategies.  It’s about learning how to adapt organisation climate to suit the current business climate.  More importantly though, it is about learning how to create an organisational system that manages organisational climate - so that organisational climate can easily, quickly and painlessly align with the next business climate.
Answering the questions

Q1
What are the problems faced in strategic planning?

· The speed of environmental change.

Q2
What are the trends in strategic planning?

· To involve/include stakeholders in addition to executive

· To include strategic planning as part of organisational learning

· To attempt to be ready for the future in addition to adapt to today

· The new processes introduce the need for organisations to understand the soft 'sciences'.
· Org. climate as a measure may return to prominence
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Org Problems & options – exercises

Exercise:  2 minutes in pairs

Why are all organisations not reporting success in these ‘known’ ways to improve?

(adaptable, flexible, committed people, best recruited, motivating, clear vision, mission, & goals, leadership qualities)

Exercise:  3 minutes as single group

In round-robin style, each group adds a reason for failure to a sheet of butchers paper.

Keep the sheet of paper - arrange copies.

Exercise:  2 minute discussion as single group

Note the two columns!

What are optional ways to head each column?


Exercise: In pairs - 2 minutes per person.

That was not by any means a complete list.

In pairs, as person A you list & describe as many additional problems as possible that YOU sense faces you and/or your organisation.  Person B asks questions to clarify.

Swap after 2 minutes = 4 minutes total

Exercise in pairs: 2 minutes per person = 4 minutes total

Describe to your partner the most relevant item to you, and why.

Extra minute to decide what to present to group

Exercise: Single group - maximum 5 minutes.

Individuals/pairs report to the single group about the item of potentially most interest to the individual/pair.

Exercise: Single group - maximum 5 minutes.

Group members with experienced these efforts by organisations - describe the experience from both self and organisational perspective.

Exercise: Single group - maximum 5 minutes.

Consider known programs and fads.  

Do any of them meet these criteria?

Exercise: Single group - maximum 5 minutes.

List known programs and fads.  

Are any of them guided by all these assumptions?

Exercise: Single group - maximum 5 minutes.

Rotate speaker as volunteers.  Open discussion

Analyse and interpret the material so far.

Phrase it in terms of possibilities - ideas you have as a result - and changes you may suggest etc.  

Talk about the ‘how’ not just the ‘what’.

This completes this unit.

That list of obstacles, excuses, & reasons should be retained.

 The contents of the list should be sorted and recorded in order of priority for your organisation (not now - but in your own time).  

 As you work through other units of this program, refer to this list for topics, and gradually add your ideas to address the items on the list.  

 Your notes about that list represent your evolving thoughts.  They can guide your reflection - ‘putting it all together’, and judging progress
?__________________


Stop turnover


Hire the best


Keep the best


Be trusted


Develop best climate 


Develop best culture


Open communications


Involve members


Get commitment


Improve quality of work life





?___________________


Improve performance


Improve decision making


More customers/clients


Internet effectiveness


Cut operating costs


Improve output quality 


Develop adaptability


Develop flexibility


Be preferred supplier


Be preferred employer


Be preferred customer











� Strategic thought is characterised by bounded rationality, limited information processing, paradoxical thinking, the use of metaphor to create and communicate meaning, and interpersonal interaction (various authors summarized in � QUOTE "(Crouch & Basch, 1997b)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\17(Crouch & Basch, 1997b)\00\17\00¶\03\00\00)D:\5Cdocments\5CProCite4\5CDatabase\5CLes_Ian.pdt\19Crouch & Basch 1997 #9600\00\19\00 ��(Crouch & Basch, 1997)�


� Balanced Scorecard measures financial, customer, internal goals, innovation/learning fields


� Baldrige awards are for the private sector (Similar to Japans ‘Deming’ award) hosted by USA National Institute of Standards and Technology.  Federal quality Improvement awards are the public sector equivalent, driven by USA Executive Order 12637 (Reagan/Bush)





� This is the topic of a thesis in writing
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