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THE STRATEGY CHANGE CYCLE

An Effective Strategic Planning Approach

No, | can't say as | ever was lost, but once | was bewildered pretty bad for three days.
DANIEL BOONE

Make-believe is at the heart of play, and alse at the heart of so much that posses for
work. Let’s moke-betieve we can shoot a rocket to the maon.

DIANE ACKERMAN, DEEP PLAY

his chapter presents my preferred approach to mn.wﬁ.mwn plapning for m:.&ro
and nonprofit organizations, boundary-crossing services, mb.m_ communities.
This process, called the Strategy Change Cycle, does ﬁ&mﬂ.moumﬁa and mﬂ__‘.m:u
(1999, pp. 309-310) assert strategic planning should do. Specifically, they believe

strategic planning should

« Be concerned with identifying and responding to the most fundamental
issues facing an organization _—

+ Address the subjective question of purpose and the often competing values
that influence mission and strategies .

+ Eophasize the importance of external trends and forces as they are iikely 1o
affect the organization and its mission

s Atternpt to be politically realistic by taking into account the concerns and
preferences of internal, and especially external, stakehelders .

+ Rely heavily on the active involvement of senior level managers, and {in the
case of public planning] sometimes elected officials, assisted by staff’ support

where needed
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* Require the candid confrontation of critical issues by key participants in
order o build commitment to plans
* Be action oriented and stress the importance of developing plans for
implementing strategies, and
"+ Focus on implementing decisions now m order to position the organization
favorably for the future

The Strategy Change Cycle becomes a stralegic management process—and not
just a strategic planning process—1to the extent that it is used to link planning and
implementation and to manage an organteation in a strategic way on an ongoing
basis. As Poister and Streib (1999) argue, “The overall purpose of strategic man-
agement is to develop a continuing commitment to the mission and vision of the
organizatior (both internally and in the autherizing environment), nurture a cul-
ture that identifies and supports the mission and vision, and maintain a clear focus
on the organization’s strategic agenda throughout all its decision processes and
activities” (pp. 311-312). The Strategy Change Cycle draws on a considerable
body of research and practical experience, applying it specifically to public and
nonprofit organizations. {Subsequent chapters provide detailed guidance on mov-
ing through the cycle.)

The epigraphs chosen for this chapter help make the poiat that strategic
thicking, acting, and learning are more important than any particular approach

to strategic planning, Consider the humorous statémem of - Barmet-Boone; the fa-
Boﬂmﬂrﬁrﬂnnsﬂr-nang American frontiersman {Faragher, 1992, p. 65). When
you are lost in the wilderness——bewildered—no fixed plan will do. You must think,
act, and learn your way to safety. Boone had a destination of at least a general
sort in mind but not a route. He had to wander around reconnoitering, gathering
information, assessing directions, trying out options, and in general thinking, act-
ing, and learning hig way-into-where he wanted to be. In Karl Weick’s words
(1995}, he had to :mm:ﬁw{oaaﬂ to mww%.: Ocin Robers Behn’s words (1988), he
had to “manage by mwogmw‘m&mwma‘d:wdm»n_w‘_u:ﬂ not initially or even much
before he got to a place he wanted to be—Boone was able to establish a dear des-
tination and a route that worked to get him there. Boone thus had a strategy of
purposeful wandering, and it is true that he was not exactly lost; rather he was
warking at finding himsélf wheie he wanted to be. So wandering with a purpose
s an important aspect of strategic plAATIRg, i which thinking, acting, and learn-
ing clearly matter most.

Diane Ackerman’s statement makes the point that almost anything is possi-
ble with enough imagination, arabition, direction, intelligence, education and
training, organization, resources, will, and staying power. We have been to the
moon, Mars, Venus, and a host of other places, We have won world wars and cold
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wars, ended depressions, virtually eliminated small pox, unraveled the human

genome, watched a reasonably united and integrated Europe emerge, and seen
democracy spread where it was thought unimaginable. Now, let’s think about such
things as having a good job for everyone, adequate food and housing for everyone,
universal health care coverage, drastically reduced crime, effective educational sys-
tems, secure pensions and retirements, a dramatic reducton in greenhouse emis-
sions, the elimination of weapons of mass destruction, the elimination of HIV/
AIDS, and the realization in practice of the Universal Declaration of Human
Rights. And then let us get to work. We can create institutions, policies, projects,
products, and services of lasting public value by drawing on our diverse talents—
and have done so again and again throughout history (Boyte and Kari, 1996;
Light, 2002a). And we can use strategic planmning to help us think, act, and learn
strategically—to figure out what we shouid want, why, and how to get it. Think
of strategic planning as the organization of hope, as what makes hope reasonable

{(Baum, 1997).

A Ten-Step Strategic Planning Process

Now, with the caution that strategic thinking, acting, and learning matter most,
let us proceed to a detailed exploration of the ten-step Strategy Change Cycle.

The process (presented graphicaily in Figure 2.1) is more orderly, deliberative, -

and participative than the process followed by an essayist such as Ackerman or a
wanderer like Boone. It is designed to organize participation, create ideas for
strategic interventions, build a winning coalition, and implement strategies (see
m,._mcmmﬁﬂﬁ.ﬁ._\m.wsqmﬁ@ Change Cycle may be thought of as a process strategy
(Mintzberg, Ahlstrand, and Lampel, 1998, p. 199), processual model of decision mak-
ing (Barzelay, 2001, p. 58}, or activity-based view of stratsgizing (Johnson, Melin, and
Whittington, 2008), in which a leadership group manages the main activiries in
the process but leaves much of the content of individual strategies to others. The
ten steps (or occasions for dialogue and decision) are as follows:

1. Initiate and agree on a strategic planning process.

2. Identify organizational mandates.

3. Clarify organizational mission and values.

4. Assess the external and internal environments to identify strengths, weaknesses,
opportunities, and threars.

5. Tdentify the strategic issues facing the organization.

6. Formulate strategies to manage the issues.

7. Review and adopt the strategies or strategic plan.

FIGURE 2.1. THE STRATEGY CHANGE CYCLE.
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8, Tstablish an effective organizational vision.
9. Develop an effective implementation process.
10. Reassess the strategies and the strategic planning process.

These ten steps should lead to actions, results, evaluation, and learning. It
must be emphasized that actions, results, evaluative judgments, and learning
should emerge at each step in the process. In other words, implementation and
evaluation shonld not wait until the “end” of the process but should be an inte-
gral 3ad cngaing part ol the process. o T

The process is applicable to public and nonprofit organizations, boundary-
crossing services, interorganizational networks, and communities. The only gen-
eral requirements are a dominant coalition {Thompson, 1967), or at least a coalition
of the uilling (Cleveland, 2002), able to sponsor and follow the process and a process
champion willing to push it. In small organizations well-informed strategic plan-
ning teams that are familiar with and believe in the process should be able to com-
plete most of the steps in a two- or three-day retreat, with an additional one-day
meeting three to four weeks later to review the resulting strategic plan. Responsi-
bility for preparing the plan can be delegated to a planner assigned to work with
the team, or the organization’s chief executive may choose to. draft the plan per-
sonally. Additional time might be needed for reviews and sign-offs by key decision
makers. Additional time might also be necessary for securing information or ad-
vice for specific parts of the plan, especially its recommended strategies, Large or-
ganizations, however, are likely 1o need more time and effort for the process. And
when applied in a network or community, the effort is likely to be considerably
more time conswning because of the need to involve substantial numbers of lead-
ers, organizations, and in a community, citizens.

As you learn more about the steps of the Serategy Change Cycle, you will see

_that.it bearsli e rigid, formal, detached process—a carica-

ture of strategic planning—occasionally found in the literature {for example,

WMintzberg; Aklsirand, and Lampel, 1998). Instead, the Strategy Change Cycle is*
intended to enhance strategic thinking, acting, and learning; to engage key actors

with what is as well as with what can be; to engage with the important details while

ahstracting strategic messages from them; and to link strategy formulation with

implernentation in wise, technically workable, and politically intelligent ways.

Step 1: Initiate and Agree on a Strategic Planning Process

The purpose of the first step Is to negotiate agreement among key internal (and
perhaps external) decision makers or opinion leaders about the overall strategic
planning effort and the key planning steps. The support and the commitment of
key decision makers are vital if strategic planning in an organization is to succeed.
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Further, the involvernent of key decision makers outside the organization is usuatly
crucial to the success of public and nonprofit programs when implementation will
involve multiple parties and organizations (Nutt and Backoff, 1996; Eden and Ack-
ermann, 1998; Light, 1998; Rainey and Steinbauer, 1999; Huxham, 2003). -

Obviously, some person or group must initiate the process. One of the ini-
tator’s first tasks 1s 1o identify exacily who the key decision makers are. The next
task is to identify which persons, groups, units, or organizations should be involved
in the effort. These two steps will require some preliminary stakeholder analysis,
which is discussed in miore detail later in this chapter. The initial agreement will
be negotiated with at least some of these decision makers, groups, units, or orga-
nizasions. In practice a seres of agreements typically must be struck among various
parties as support for the process builds and key stakeholders and decision mak-
ers sign on. Strategic planning for a public or nenprofit organization, network, or
mo.:umﬂ:::% is especially Likely to work well when an effective policymaking body
is in place 10 oversce the effort.

The initial agreements should cover

* The purpose of the effort

* The preferred steps in the process

« The form and tirning of reports

The roie, functions, and membership of any group or committee empowered
1o oversee the effort, such as a strategic planning coordinating committee
(SPCC)

The role, functions, and membership of the strategic planning team

The commitment of the resources necessary for proceeding with the effort

* Any important lzmitations on or boundaries for the effort

As noted, at least some stakeholder analysis work will be needed in order to
figure out whom to inciude in the series of initial agreements. A stakeholder is de-
fined as any person, group, or urganizaiion that can place a ¢laim on an organi-
zation’s {or other entity’s) attention, resources, or output or that is affected by that
output. Examples of a government’s stakeholders are citizens, taxpayers, service
recipients, the governing body, employees, unions, interest groups, pelitical par-
ties, the financial community, other businesses, and other governments. Examples
of a nonprofit organization’s stakeholders are clients or customers, third-party
payers or funders, employees, the board of directors, volunteers, other nonprofit
organizations providing complementary services or involved as coventurers in proj-
ects, banks holding mortgages or notes, and suppliers.

Attention to stakeholder concerns is crucial: the key o success in public and non-
profit erganizations (and communifies) is the satisfaction of key stakeholders (Rainey, 1997,
p- 38; Light, 1998). A stakeholder analysis is a way for the organization’s decision
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makers and planning team mewmbers to immerse themselves in the networks and
politics surrounding the organization. An understanding of the relationships—
actual or potential—that help define the organization’s context can provide in-
valuable clues for identifying strategic issues and developing effective strategies
{(Moore, 1995; Bryson, 2004a}. In this regard, note that the stakeholder definition
is deliberately broad, for both practical and ethical reasons. Thinking broadly, at
least initially, about who the stakeholders are is a way of opening people’s eyes to
the various webs of relationships within which the organization exists {Rainey,
1997, p. 96; Feldman and Khademian, 2002) and of ensuring that the organiza-
tion is alert to its ethical and democratic accountability responsibilities, because
these responsibilities always involve clarifying who and what counts {Lewis, 1991;
Mitchell, Agle, and Wood, 1997; Behn, 2001).

Many public and nonprofit organizations will give the label customer to their
key stakehelder, particularly when the organization is trying to remvent itself (Os-
borne and Plastrik, 1997, 2000, reengineer its operations (Hammer and Champy,
1993; Cohen and Eimicke, 1998), or employ continuous improvement processes
{Cohen and Brand, 1993; Coben and Eimicke, 1998). The customer label can be
useful, particularly for organizations that need to improve their customer service
(Light, 1997, p. 204}. In other situations such customer language may be problem-
atic. One danger is that focusing on a single customer may lead these organiza-
tions inadverténtly to ignore other important stakeholder groups. Another danger
is that the customer label can undermine the values and virtues of active citizen-
ship {deLeon and Denhardt, 2000; Denhardt and Denhardt, 2000). The public
sector is not as simple as the private sector; public entities typically have many bof-
tom lines {Rainey, 2003). In addition, many community-based nonprofit organiza-
tions and those relying on government funding also face complex stakeholder
environments.

Resource A, at the end of this book, provides an overview of a range of stake-
holder identification and analysis techniques, and Chapter Three presents more
detail on how to get started. The organizers of the planning effort should count
on using severa techniques, including what I call the basic aralysis technigue (dis-
cussed in Chapter Four). This technique requires the strategic planning team to
brainstorm in order to produce a list of the organization’s stakeholders, to iden-
tify the criteria these stakeholders use for judging the organization’s performance
{that is, the definitions of their stakes in the organization or its output), and to de-
termine how well the organization performs against those criteria from fhe stuke-
halders’ points of view. H there is time, additional steps (perhaps involving additional
analysis technigues) should be considered, including reaching an understanding
of the ways in which the stakeholders influence the organization, identifying what
the organization needs from each stakeholder (e.g., money, staff, political support),
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and determining in general how important the various stakeholders are, Looking
ahead, a stakeholder analysis will help the organization decide whether it needs
different missions and perhaps different strategies for different stakeholders,
whether it should seek to have its mandates changed, and in general what its
strategic issnes are.

Step 2: identify Organizational Mandates

The formal and informal mandates placed on the organization consist of the var-
ious “musts” it confronts—that s, the various requirements, restrictions, expecta-
tions, pressures, and constraints it faces. It is surprising how few organizations
know precisely what they are {and are not) formalty mandated to do. Typically,
few members of any organization have ever read, for example, the relevant leg-
islation, policies, ordinances, charters, articles, and contracts that outline the or-
ganization’s formal mandates. Even when they have read these materials, it is likely
that their organization’s strategic plans will fail to address at least some of the for-
mal mandates and that these mandates may be overfocked (Piotrowski and Rosen-
bloom, 2002). Many organizational members also do not undersiand the informal
mandates—typically political in the broadest sense—that their organization faces.
It may not be surprising, then, that most erganizations make one or more of three
fundamental mistakes. First, by not articulating or knowing what they must do,
they are unlikely 1o do it. Second, they may believe they are more tightly con-
strained in their actions than they actually are. And third, they may assume that if
they are not explicitly told to do something, they are not allowed to do it.

Step 3: Clarify Organizational Mission and Values

An organization’s mission, in tandem with its mandates, provides the organiza-
tion’s most important justification for its existence. An organization’s mission and
mandates also point the way toward the ultimate organizational end of creating
public value. For a government, governmental agency, or nonprofit organization,
this means there must be identifiable social or political demands or needs that the
organization seecks to fill. Viewed in this light, these organizations must always be
scen as a means to an end, not as an end in and of themselves (Frederickson,
1997). For the entities in a collaborative, this means identifying the collaborative ad-
vantage to be gained by working together, that is, what they can gain together that
creates public value that they cannot achieve alone (Huxham, 2003). Communi-
ties too must justify their existence by how well they address their various stake-
holders’ values and meet those stakeholders’ social and political needs—including
the need for a sense of community. Communities, however, are less likely than
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other groups to think in terms of having a mission; they are more likely to talk

about their purposes, values, and identity.

Identifying the mission or purpose of the organization does more than jus-
tify the organization’s existence. Clarifying purpose can eliminate a great deal of
unnecessary conflict in an organization and can channel discussion and activity
productively (Terry, 2001; Thompson, 200%; Nutt, 2002). Agreement on purpose
also defines the arenas within which the organization will collaborate or campete
and, at least in broad outline, charts the future course of the organizaiion. Agree-
ment on purpose thus serves as a kind of primary framework {Goffnan, 1986;
Bryant, 2003, pp. 96-99) that bounds the plausibility and acceptability of argu-
ments, Agreement on purpose can go even further and provide a kind of premise
comtrol that constrains thinking, learning, and acting (Perrow, 1986; Weick, 1995},
and even legitimacy (Suchman, 1995). Moreover, an important and socially justi-
fiable mission is a source of inspiration and guidance to key stakeholders, partic-
ularly employees (Weiss and Piderit, 1999; Kouzes and Posner, 2002). Indeed, it
is doubtfizl whether any organization ever achieved greatness or excellence with-
out a basic consensus ameng its key stakeholders on an inspiring mission (Collins
and Porras, 1997; Rainey and Steinbauer, 1995).

I think careful stakeholder analysis work should precede development or mod-
ification of an existing mission statement, so that attention to purpose ¢an be in-
formed by thinking about purpose for whoit. I the purposes of key stakeholders
are not served, then the organization may be engaging in what historian Barbara
Tuchman {1984) aptly calis “folly.” The mission statement itself might be very
short, perhaps not more than a sentence or a paragraph. But development of the
rmission statement should grow out of lengthy dialogue about the organization’s
identity, its abiding purpose, its desired responses to key stakeholders, its philoso-
phy and core values, and its ethical standards. These discussions may also pro-
duce a hasic outline for a description of the organization in the future, or its vision
of suicess, described in step 8. Considerable intermediate work is necessary, how-
ever, before a complete vision of success can be articulated.

Step 4: Assess the External and Internal Environments

The planning team should explore the environmesnt outside the organization to
idemtify the opportunities and challenges the crganization faces (step 4a). It should
explore the environment inside the organization to identify strengths and weak-
nesses (step 4b). Basically, sutside factors are those not under the organization’s con-
wol, and inside factors are those that are (Pfeffer and Salancik, 1978). Opportunities
and challenges are usually {though not necessarily) more about the future than the

C
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present, whereas strengths and weaknesses are usually about the present and not
the future (Nutt and Backoff, 1992). Note that communities are more likely to
think in terms of assets rather than strengths (Kretzmann and McKnight, 1993).

. Monitoring a variety of forces and trends, including the political, economic, so-
ciat, educational, technological, and physical environmental ones, can help planners
and decision makers discern epportunities and challenges. Unfortunately, organiza-
tions all too often focus only on the threats they see in sericus challenges and ignore
the genuine opportunities these challenges may also present, so care must be taken
1o ensure a balanced view (Dutton and Jackson, 1987; Borins, 1998; Nutt, 2001b).
In other words, attending to challenges and weaknesses should be seen as an op-
portunity to build strengths and improve performance (Weick and Sutcliffe, 2001).

.an.&mm monitoring trends and events, the strategic planning team also should
monitor important external stakeholder groups—especially those that affect re-
source flows (directly or indirectly)—such as customers, clients, payers or funders
dues-paying members, regulators, and relevant policy bodies. The team mbozwm
also attend to competitors, competitive forces, and possible sources of competi-
tive advantage as well as to collaborators, collaborative forces, and potential
sources of collaborative advantage.

The organization might construct various scenarios to explore alternative fu-
tures in the external environment, a practice typical of much strategic planning
in large private sector organizations. Scenarios are particularly good at demon-
strating how various forces and trends are likely to interact and which forces and
trends are amenable to organizatonal influence and which are not. Scenarios also
offer an effective way of challenging the organization’s gfficial fifure when neces-
sary. The official future is the presumed or taken-for-granted future that makes
current strategies sensible. Organizations unwilling o challenge this future are the
ones most likely to be blindsided by changes (Schwartz, 1991; Van der Heijden
and others, 2002; Barzelay and Camphell, 2003). Communities too may wish to
develop scenarios (Neuman, 1998; Myers and Kitsuse, 2000).

Members of an organization’s governing body (particulasly when elected) are
often better than the organization’s employees at identifying and assessing exter-
nal opporiunities and challenges (particularly present ones). This is partly due to
the board’s responsibility for relating an organization to its external environment
and vice versa {Scott, 1987). Unfortunately, neither governing boards nor em-
ployees usually do a systematic or effective job of external scanning. As a result
most organizations are like ships trying to navigate troubled or treacherous s&..
ters without benefit of human lookouts, global positioning systems, radar, or sonar.

All voo often the result is a very unwelcome surprise (Marcus and Nichols, 1999;
Weick and Swicliffe, 2001). “
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That is why both employees and board members should consider supple-
menting their informal efforts with a somewhat formal external assessment
process. The technology of external assessment is fairly simple and allows orga-
nizations to cheaply, pragmatically, and effectively keep tabs on things happening
in the larger world that are likely to have an effect on the organization and the
pursuit of its mission. Basically, the organization takes these three steps: scanning
the environment to identify key trends, analyzing those trends to interpret their
importance and identify issues, and compiling reports that are useful for planning
and decision making (Pflaum and Delmont, 1987). Clipping services, discussion
groups, and periodic retreats, for example, might be used to explore forces and
trends and their potential impact. The key is to avoid being captured by existing
categories of classification and search, because they tend to formalize and rou-
tinize the past rather than to open people to the surprises of the future {Mintzberg,
Ahlstrand, and Lampel, 1998; Weick and Suicliffe, 2001).

Attention to opportunities and challenges, along with a stakeholder analysis,
can identify the organization’s crifical success  factors { Johnson and Scholes, 2002, pp.
145-198). These suceess factors may overlap with mandates in the sense that they
are the things the organization must do or criteria it must meet in order to be suc-
cessful in the eyes of its key stakeholders, especially those in the external environ-
ment. Ideally, the organization will excel in these areas, and it must do so in order
to cutperform or stave off competitors.

To identify internal strengths and weaknesses, the organization might moni-
tor resources (inputs), present strasegy (process), and performance {outputs]. Most
public and nonprofit organizations have volumes of information on many of their
inputs, such as salaies, supplies, physical plant, and full-tirne-equivalent (FTE)
personnel. Unfortunately, 1oc few organizations have a clear idea of their philos-
ophy, core values, distinctive competencies, and culture, a crucial set of inputs
hoth for ensuring siability and for managing change.

Organizations also tend o have an unclear idea of their present strategy, ei-
ther overall, by subunit, or by function. And typically they cannot say enough about
their outputs, let alone the effects, or ouicomes, those outputs create for clients, cus-
tomers, or payers, although this too is changing. For example, schools have tra-
ditionally been abie to say how many students they graduate—an output—but
most cannot say how educated those stadents are. National requirements for stan-
dardized testing at certain grade levels are an attempt to measure outcomes in
order to remedy this shortcoming We know tests of this sort are almost always

imperfect, but the need to demonstrate accountability for performance to politi-
¢ians and the citizenry virtually requires that believable testing of some sort be
used (Behn, 2063).

The Strategy Change Cycle 41

. A lack of performance information presents problems both for the organiza-
tion and for its stakeholders. Stakeholders judge an organization according to the
criteria they choose, which are not necessarily the same criteria the organization
would choose. For external stakeholders in particular, these criteria typically re-
late to performance. If an organization cannot effectively meet its stakeholders’
mni,oasw_.ﬁm criteria, then regardless of its inherent worth, the stakeholders are
likely to withdraw their support (Epstein, Wray, Marshall, and Griffel, 1998;
Poister, 2003). The reed to address this potential threat—particularly m,ﬁ.ug _8%
wwmkovo_&na. or customers—is one of the reasons organizations initiate reinven-
tion, reengineering, or continuous improvement efforts (Light, 1997; Keutl, 2002).

.g.mvmnunn of performance information may alse create or harden major or-
meN.mscnm._ conflicts, Without performance criteria and information, the orga-
nization cannot objectively evaluate the relative effectiveness of alternative
strategies, resource allocations, organizational designs, and distributions of power.
As a result, organizational conflicts are likely to occur more often than they should,
SETVE naATow partisan interests, and be resolved in ways that don’t further the or-
ganization’s misston (Terry, 1993; Flyvhjerg, 1998).

The difficulties of measuring performance with reasonable objectivity are
well known {Osborne and Plastrik, 2000; Ingraham and Donahue, 2000; Kaplan,
2001; Poister, 2003). But regardless of these difficulties, organizations are no:H
tinually challenged to demonstrate effective performance to their stakeholders.
Employees of governmental agencies and nonprofit organizations receiving gov-
ernmental funds might see the public’s desire to limit or decrease taxation and
funding as selfishness. It may be that for sorne people; however, one might also in-
terpret these limitations on public expenditure as a sign of unwillingness o sup-
port organizatons that cannot demonstrate unequivocally effective performance.
The desire for demonstrable performance was clearly behind the Government
wnwmogamdna and Results Act (GPRA) of 1993 (Public Law 103-62), which re-
quires all federal agencies to complete a strategic pian based on outcomes rather
than inputs or throughputs. The assessment of GPRAs effectiveness is mixed
{Radin, 2000; Frederickson, 2001}, but the impulse behind the act will remain
Several states initiated performance-oriented systems prior to GPRA cwnoo".a.
1995), and large numbers of local governments embrace performance Ewﬂwm.uau
ment as well {Berman and West, 1998).

A consideration of the organization’s strengths and weaknesses can also lead
to identification of its distinetive competencies (Selznick, 1957), or what have been
termed more recently core competencies (Prahalad and Hamel, 1990; Johnson and
mnv.o_am“ 2002) or capabilities (Stalk, Evans, and Shulman, 1992), These are the or-
ganization’s strongest abilities, most effective strategies and actions, or best resources
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{broadly conceived), on which it can draw routinely to perform well. What makes
these abilities distinctive is the inability of other organizations to replicate them
casily, if at all, because of the way they are interlinked with one another (Eden
and Ackermann, 2000).

Finally, a consideration of the ways in which inputs, process, and outputs are
linked can help the organization understand what its strategies are and the value
proposition that it offers its stakeholders {Moore, 2000, p. 197). In other words, what
story does this linkage teli about the logic model (Millaz, Simeone, and Carnevale,
2001; Poister, 2003} or zalus chain (Porter, 1985, pp. 33-61) that the organizatiort
pursues to convert inpufs into outputs that meet its mandates, fulfill its mission,
satisfy its stakeholders and create public value? Being clear about what 15 can be
an extraordinarily helpful prelude to discerning what cught to be {Terry, 1993;
Weick, 1995). For one thing, understanding what the strategy is in practice can
open people’s eves to what 15 going on in the environment more generally. As
Mintzberg, Ahlsirand, and Lampel {1998) note, “The very encouragement of
strategy to get on with it—its very role in protecting people in the organization
from distraction—impedes their capacity to respond to changes in the environ-
ment” (p. 28). Understanding the current sirategy can also sensitize people to the
ways in which an integration of human resource management, information tech-
nology, and financial management might be used to sustain, strengthen, and pro-
tect desirable strategies.

Step 5: ldentify the Strategic 1ssues Facing the Organization

Together, the first four steps of the Strategy Change Ciycle lead to the fifth, the
identification of strategic issues, Strategic tssues are fundamental policy questions
or critical challenges affecting the organization’s mandates, mission and values,
product or service level and mix, clients, users or payers, cost, financing, structure,
processes, and management. Finding the best way to frame these issues typically
requires considerable wisdom and dialogue, informed by a deep understanding
of organizasional aperations, stakeholder interests, and external demands and
possibilities. The first four steps of the process are designed to slow things down
so that planning teamn members have enough information and interaction for the
needed wisdom to emerge. The process is designed, in other words, to unffesze peo-
ple’s thinking (Lewin, 1951; Dalton, 1970; Ficl, 2002) so that knowledge explo-
ration and development may ocour (March, 1991; Grossan, Lane, and White,
1999). This knowledge is then exploited in this and Jater phases.

Strategic planning focuses on achieving the best fit between an organization
and its environment. Attention to mandates and the external environment there-
fore can be thought of as planning from the outside in. Attention to mission and
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organizational values and the internal environment can be considered planning
from the inside out. Usually, it is vital that pressing strategic issues be dealt with
Gﬁw&monm&\ and effectively if the organization is to survive and prosper. An or-
ganization that does not respond to a strategic issue can expect undesirable results
from a threat, a missed opportunity, or both.

.H,rm iterative nature of the strategic planning process often becomes appar-
ent in this step when participants find that information created or discussed in
carlier steps presents itself again as part of a strategic issue. For example, many
strategic planning teams begin strategic planning with the belief that _.‘WQ“ know
what their organization’s mission is. They often find out in this step, however, that
one of the key issues their organization faces is exactly what its mission ocmu_.: to
be. F. ather words the organization’s present mission is found to be inappropri-
ate, given the team members’ new understanding of the situation the organiza-
tion faces, and a new mission must be created.

Strategic issues, virtually by definition, involve conflicts of one sort or another.
The conflicts may involve ends (what), means (how or how much), philesophy
{why), location (where), timing (when), and the entities advantaged or disadvan-
Swmnm by different ways of resolving the issue (who). In order for these issues to be
raised and resolved effectively, the organization must be prepared to deal with the
mr.ﬂoﬁ inevitable conflicts that will occur. Conflict, shifts in understanding, and
shifts in preferences will all evoke participants’ emotions (Weick, 1995; w_‘w.wa:
2003). T is therefore in this stage that the importance of emotion will _uaoM_Em m_nm.,
matically apparent, along with the concomitant need for emotional intelligence
on the part of participants if the emotions are to be dealt with effectively {Gole-
man, 1995; Heifetz, 1994; Goleman, Boyatzis, and McKee, 2002).

A statement of a strategic issue should contain three elements. First, the issue
should he described succinctly, preferably in a single paragraph. The issue should
be mwm:dnm as a question that the organization can do something about. If the or-
.mmnﬁmmou cannot do anything about the issue, it is best not to think of it as an
issue for the organization; it is simply a condition {Wildavsky, 1979}, An organi-
zation’s attention is limited enough without wasting it on issues the organization
cannot address effectively. The question should alse have more than one answer,
as a way of broadening the search for viable strategies. Too often onmﬁwNmHm05m.

jump to a solutien before fully understanding other options; reaching this under-
standing helps the planning team learn more about the issue (Eden and Acker-
mann, t998; Nutt, 2002).

Second, the team should list the factors that make the issue a fundamental
challenge. In particular, what is it about the organization’s mandates, mission and
values, or internal strengths and weaknesses and external opportunities and chal-
lenges that makes this issue a sirategic one for the organization? This list will be
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usefl in the nexs step, strategy development. Every effective strategy builds on
strengths and takes advantage of oppertunities while it minimizes or overcomes
weaknesses and challenges, The framing of each strategic issue is therefore very
important because it will provide much of the basis for that issue’s resolution (Eden
and Ackermann, 1998; Nutt, 2002; Bryant, 2003). )

Finally, the planning t¢am should prepare a statement of the consequences
of failure to address the issue. This will help organizational leaders decide juss
how strategic, or important, various issues are. If no consequences will ensue from
failure to address a particular issue, then it is not a strategic issue. At the other ex-
trerme, if the organization will be destroyed or will miss a valuable opportunity by
failing to address a particular issue, then the issue is clearly very strategic and .mm
worth attending to immediately. Thus the step of identifying strategic issues Is
aimed at focusing organizational attention on what is truly important for the sur-
vival, prosperity, and effectiveness of the organization.

Once siatemenis of the issues are prepared, the organization will know what
kinds of issues i faces and just how strategic they are. There are several kinds of
strategic issues:

« Issues that alter the organization and especially its core business (or what might
be called develspmental issues), and those that do not (or what might be called
nondevelopmental issues) (Nutt, 2001b). Developmental issues involve a funda-
mental change in products or services, customers or clients, service or distri-
bution chanmels, sources of revenue, identiry or image, or some other aspect of
the organization. They are also issues for which there is no real organizational
precedent. In other words the resolution of these issues may well hinge on
defining a new vision or set of goals. Nondevelopmental issues involve less am-
biguity because most aspects of the organization’s overalk strategy will not
change. Resolving these issues is likely to require Teprogramming strategies
rather than altering the vision and goals.

« Issues that require no organizational action at present but that must be con-
tinuously monitored.

+ TIssues that are on the horizon and likely to require some action in the future
and perhaps some action now. For the most part they can be handled as part
of the organization’s regular strategic planning cycle.

« Tssues that require an immediate response and therefore cannot be handted in
a routine way:

Seven hasic approaches to the identification of strategic issues are discussed
in detail in Chapter Six. Briefly, the direct approach goes straight from a discus-
sion of mandates, mission, and SWOCs (strengths, weaknesses, Opportunitics, and
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challenges) to the identification of strategic issues. The indirect approach begins
with brainstorming about different kinds of options before identifying issues.
These options include actions the organization could take to meet its mandates,
fulfill its mission, and create public value; to meet stakeholders’ performance ex-
pectations; to build on strengths, take advantage of opportunities, and minimize
or overcome weaknesses and challenges; and to deal with any other important
knowledge from background studies. These options are then merged into a single
set of potential actions and clustered into potential issue categories. The goals ap-
proach starts with goals (or performance indicators) and then identifies issues that
must be addréssed before the goals {or indicators) can be achieved. And the zision
of success approach starts with at least a sketch of a vision of success in order to
identify issues that must be dealt with before the vision can be realized. This ap-
proach is probably necessary in situations involving developmental issues—where
fundamental change is needed but the organization lacks a precedent (Nutt,
2001b). For example, development of a vision of success is often recommended for
organizatiohs about 1o engage in a serious way in e-government or e-commerce
{Abramson and Means, 2001). In addition, many community strategic planning
efforts use a visioning approach to identify issues (Chrislip, 2002).

The sval mapping approach involves creation of word-and-arrow diagrams in
which ideas about actions the organization might take, how it might take them,
and why, are linked by arrows indicating cause and effect or influence relation-
ships. In other words the arrows indicate that action A may cause or influence B,
which in turn may cause or influence C, and so on; if the organization does A, it
can expect to produce outcome B, which in turn may be expected 1o produce out-
come C. These maps may display hundreds of interconnected relationships, show-
ing differing areas of interest and their relationships to one another. Important
clusters of potential actions may constitute strategic issues. A strategy that re-
sponds to the issue will then describe the specific choices of actions to undertake
in the issue area, how to undertake them, and why (Eden and Ackermann, 1998,
Bryson, Ackermann, Eden, and Finn, 2004). This approach is particularly useful
when participants are having trouble making sense of complex issue areas, time
is short, the emphasis must be on actien, and commitment from those involved is
particularly important.

The tensions approach was developed by Nutt and Backoff' (1992) and elabo-
rated by Nutt, Backoff, and Hogan (2000). These authors argue that any strategic
issue always presents four basic tensions that involve, in various combinations,
hurnan resource and especially equity concerns, fmnovation and change, maintenance of
tradition, and productivity improvement. They suggest critiguing the way issues are framed
by highlighting these tensions, separately and in combination, in order to find the
best way to frame the issue. The critiques may need to run through several cycles
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before the wisest way to [rame the issue is found. Finally, the gpstens analysis ap=
proach can discern the best way to frame issues when a system nosﬁww:w. noﬂﬁ_nw
feedback effects and must be formally modeled in order for the organization to
fully understand it {Senge, 1990; Sterman, 2000). o

By offering seven different approaches to the identification of strategic issues,
T may raise the hackles of some planning theorists and practitioners who varnﬁw
you should alieays start with issues or goals or vision or analysis. I argue in con-
trast that what will work hest depends on the situation and that the wise planner
should choose an approach accordingly.

Step 6: Formulate Strategies to Manage the Issues

A strategy can be defined as a pattern of purposes, policies, programs, mﬁ.ﬁﬁu de:
cisions, or resource allocations that define what an organization is, what it nﬁmm,
and why it does it. Strategies vary by level, function, and time frame. Organiza-
tions develop strategies to deal with the issues they have identified. .

This definition is purposely broad in order to focus attentiot: on achieving
consistency across rhetoric (what people say), choices (what people decide on mbn.‘ are
willing to pay for), actions {what people do}, and the consequences of ﬁro.ma moawsm.
Effective strategy formulation and implementation processes link rhetoric, choices,
actions, and consequences into reasonably coherent and consistent patlerns across
levels, functions, and time (Eden and Ackermann, 1998). They are also tailored
to fit an organization’s culture, even when the purpose of a strategy is 0 recon-
figure that culture in some way { Johnson and Scholes, 2002). Draft strategies, and
perhaps drafts of formal strategic plans, are formulated in this step to mnunzg.n
desired patterns, Strategies may also be reviewed and adopted at the mmm of this
step if the strategic planning process is relatively simple, small scale, and involves
a single organization. {Such a process merges steps Gand 7.}

There are numerous approaches to strategy development {Mintzherg, Ahl-
strand, and Lampel, 1998; Holman and Devane, 1999; Bryson and Anderson,
2000; Bryson, 2001, 2003a). I generally favor either of two approaches. The first
is a five-part, fairly speedy process based on the work of the Institute of Cultural
Affairs {Spencer, 1989). The second, a mapping process, can be used when the
planning team needs or desires to articulate the relationships among multiple op-
tions so as to show how they fit together as part of a pattern.

Developing Strategies Through a Five-Part Process. The first part of the five-
part process begins with identification of practical alternatives and of n_hntm. or
visions for resolving the strategic issues. Each option should be phrased in action
terms: that is, it should begin with an imperative, such as do, get, buy achiese, and
so forth. Phrasing options in action terms makes them more “real” 1o participants.
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Next, the planning team should enumerate the barriers to achieving those al-
ternatives, dreams, or visions. Focusing on barriers at this polnt is not typical of
most strategic planning processes, but it is one way of ensuring that any strategies
developed deal with implementation difficulties directly rather than haphazardly,

Once the alternatives, dreams, and visions and the barriers to their realiza-
tion are listed, the team develops major proposals for achieving these alternatives,
dreams, and visions, cither indirectly {through overcoming the barriers) or directly.
{Alternatively, the team might solicit propesals from key organizational units, var-
ious stakeholder groups, relevant task forces, or selected individuals.) For exam-
ple, a major Midwestern city government did not begin to work on strategies to
achieve its major ambitions until it had overhauled its archaic civil service system.
That system was a barrier that had to be changed before the city government
could have any hope of achieving its more important objectives.

After major proposals are submitted, two final tasks remain in this five-part
process. Actions that must be taken over the next two to three years to implement
the major proposals must be identified. And a detailed work program for the next
six to twelve months must be spelled out to implement the actions. These last two
tasks shade over ito the work of step 9, but that is good, because strategies should
always be developed with wﬁ@rwioawmcd in mind. As Mintzberg (1994) explains,
“Every failure of implementation is, by definition, also a failure of formulation”
(p. 23). In some circumstances, steps 6 and 9 may be merged—for example, when
a single organization is planning for itself. In addition, in interorganizational or
community settings, the various parties often must work out implementation de-

tails before they are willing to commit to shared strategic plans (Innes, 1996; Bar-
dach, 1998; Bryant, 2003}. In situations such as these, implementation planning
may have to precede strategy or plan adoption.

Developing Strategies by Structuring Relationships Among Strategic Op-
tions. The second method of developing strategies is based on the strategic options
development and analysis (SODA} method, developed by Colin Eden and Fran
Ackermann and their associates (Eden and Ackermann, 1998; Eden and Acker-
mann, 2001; Bryson, Ackermann, Eden, and Finn, 2004). This method involves
listing multiple options for addressing each strategic issue, once again phrasing
each option in imperative, action terms, The options are then linked by arrows
indicating which options cause or influence the achievement of other options.
Each optior may be part of more than one chain. The result is a map of action-
to-outcome {cause and effect, means-to-an-end) relatdonships; those options toward
the end of a chain of armows are possible goals or perhaps even mission statements.
Presumably, these goals can be achieved by accomplishing at least some of the ac-
tions leading wp to them, although additional analysis and work on the arrow
chains may be necessary to determine and clearly articulate action-to-outcome
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relationships. Option maps can be reviewed and revised and particular action-to-
outcome chains selected as strategies. (See Resource B for more information on
how to develop maps of this sort, Additional detail and numerous examples can be
found in Bryson, Ackermann, Eden, and Finn, 2004.)

An effective strategy must meet several criteria. It should be technically work-
able and administratively feasible, politically acceptable to key stakehelders, and
results oriented. It must also fit the organization’s philosophy and core values, even
il the purpose is to change thern. Further, it should be cthical, moral, and legal. It
must atso deal with the strategic issue it was supposed to address, and it must cre-
ate public value. All too often I have seen strategics that were technically, admin-
istratively, politically, morally, ethically, and legally impeccable but that did not deal
with the issues they were presumed to address or did not create public value.
Effective strategies thus meet a severe set of tests. Careful, thoughtful dialogue—-
and often bargaining and negotiation—among key decision makers who have ad-
equate information and are politically astute is usually necessary before strategies
can be developed that meet these tests. Some of this work typically must occur in
this step; some is likely to occur in the next step.

Step 7: Review and Adopt the Strategies or Strategic Plan

Once strategies have been formulated, the planning team may need to obtain an
official decision to adopt them and proceed with implementation. The same is
true when a formal strategic plan has been prepared. This decision will affirm the
desired changes and move the organization toward refreezing in the new pattern
(Lewin, 1951; Dalton, 1970; Ficl, 2002), where the knowledge exploration of pre-
vious steps can be exploited (March, 1991). When strategies and plans are devel-
oped for a single organization, particularly a small one, this step may merge with
step 6. But a separate step is likely to be necessary when strategic planning is un-
dertaken for a large organization, a network of organizations, or a community.
The SPCC will need to approve the resulting strategies or plan; relevant policy-
making bodies and other implementing groups and organizations are also likely
1o have to approve the strategies or plan, or at least parts of the plan, in order for
implementation to proceed effectively.

In order w secure passage of any strategy or plan, the planning team must
continue to pay attention to the goals, concerns, and interests of all key internai
and external stakeholders (Borins, 2000}. Finding or creating inducemens that
can be traded for support can also be useful. But there are numerous ways to de-
feat any proposal in formal decision-making arenas. So it is important for.the plan
to be sponsored and championed by actors whose knowledge of negotiating the
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intricacies of the relevant arenas can help ensure passage (Bryson and Crosby,
1992; Crosby and Bryson, forthcoming).

Step 8: Establish an Effective Organizational Vision

In this step the organization develops a description of what it should look like once
it has successfully implemented its strategies and achieved its full potential. This
description is the organization’s vision of success. Few organizations have such a de-
scription or vision, yet its importance has long been recognized by well-managed
companies, organizational psychologists, and management theorists (Locke, Shaw,
Saari, and Latham, 1981; Collins and Porras, 1997; Kouzes and Posner, 2002).
Such descriptions may include the organization’s mission, its values and philoso-
phy, its basic steategies, its performance criteria, its imporeant decision rules, and
the ethical standards it expects of all employees.

This description, to the extent that it is widely circulated and discussed within
the organization, informs organizational members about what is expected of them
without constant managerial oversight. Members are freed to act on their own
initiative on the organization’s behalf to an extent not otherwise possible. The re-
sult should be a mobilization of members’ energy toward pursuing the organiza-
tion’s purposes and a reduced need for direct supervision {Nutt, 2001b).

Some might question why developing a vision of success comes at this point
in the process rather than much earlier. There are two basic answers, First, it does
not have to come here for all organizations. Some organizations are able to de-
velop a clearly articulated, agreed-upon vision of suecess much earlier in the
process. Communities, in fact, often start with visioning exercises in order to de-
velop a consensus on purposes and values sufficient to guide issue identification
and strategy formulation efforts (Chrislip, 2002; Wheeland, 2003). {Figure 2.1 dis-
plays the many different points at which participants may find it useful 1o develop
some sort of guiding vision.) Some planning teamns may start with a visionary
statement. Others may develop a vision to help them figure out what the strate-
gic issues are or to help them develop strategies. And still others may use visions
to convince key decision makers to-adopt strategies or plans, or to guide imple-
mentation efforts. The further along in the process a vision is found, the more fully
articulated it is likely to be.

Second, most organizations typically will not be able to develop a detailed vision
of success until they have gone through several iterations of strategic planning—
if they are able to develop a vision at all. A challenging yet achievable vision em-
bodies the tension between what an organization wants and what it can have
(Senge, 1990). Often several cycles of strategic planning are necessary before or-
ganizational members know what they want, what they can have, and what the
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difference is between the two, A vision that motivates people will be challenging
enough to spur action yet not so hard o achieve that it demotivates and demoral-
izes people. Most organizations, in other words, will find that their visions of suc-
cess serve as guides more for strategy implementation than for strategy formuladon.
Further, most organizations do not need to develop a vision of success in
order to achieve marked improvements in performance. In my experience, most
organizations can demonstrate a substantial improvement in effectiveness if they
simply identify and satisfactorily resolve a few strategic issues. Most organiza-
tions simply do not address ofien enough what is truly important; just gathering
key decisien makers to deal with a few important matters in a timely way ¢an en-
hance organizatioral performance substantially For these reasons step B8 is labeled
“optional” in Figure 2.1.

Step 9: Develop an Effective Implementation Process

Just creating & strategic plan is not enough. The changes called for by the adopted
strategies must be incorporated throughout the system for these strategies to be
brought to life and for real value to be created for the organization and its stake-
holders. Thinking strategically about implementation and developing an effective
implementation plan are important tasks on the road to realizing the strategies
developed in step 6. For example, in some circumstances direct implementation
at all sites will be the wisest strategic choice, but in cther situations some form of
staged implementation may be best  Joyce, 1999, pp. B0-83).

Again, if swategies and an implementation plan have been developed for a
single organization, particulatly a small one, or if the planning is for an inter-
organizational network or comrunity, this step may need to be incorporated into
step 7, strategy formulation. However, mary multiunit or intergovernmental sit-
uvations will require a separate step to ensure that relevant groups and organiza-
tions do the action planning necessary for implementation success.

Action plans should detail the following:

» TImplementation roles and responsibilities of oversight bodies, organizational
teamns or task forces, and individuals

« Expected results and specific objectives and milestones

» Specific action steps and relevant details

»  Schedules

+ Resource requirements and sources

e A communication process

+ Review, menitoring, and midcourse correction procedures

« Accountability procedures
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The organization must buiid into action plans enough sponsers, champions,
and other personnel-—along with enough time, money, atiention, administrative
and support services, and other resources—to ensure successful implementation.
Tt must “budget the plan” wisely to ensure implementation goes well. In inter-
organizational or community situations, it is almost impossibie to underestimate
the requirernents for communications, nurturance of relationships, and attention
to operational detail (Husham, 2003). It is also important to work quickly to avoid
unnecessary or undesirable competition with new priorities. Whenever important
opportunities to implement strategies and achieve objectives arise, they should be
taken. In other words it is important to be opportumistic as well as deliberate, And
it is important to remember that what happens in practice wili always be some
blend of what is intended and what emerges along the way (Mintzberg, Ahlstrand,
and Lampel, 1998).

Successfully implemented and institutionatized strategies result in the estab-
lishment of a new regime, a “set of implicit or ¢xplicit principles, norms, rules, and
decision-making procedures around which actors expectations converge in a given
area” (Krasner, 1983, p. 2; see also Lauria, 1996; Crossan, Lane, and White,
1999). Regime building is necessary to preserve gains in the face of competing de-
mands. Unfortunately; regimes can outlive their usefulness and must be changed,
which involves the next step in the process.

Step 10: Reassess Strategies and the Strategic Planning Process

Once the implementation process has been under way for some time, the organi-
zaton should review the strategies and the strategic planning process, as a prelude
1o a new round of strategic planning. Much of the work of this phase may occur
as part of the ongoing implementation process. However, if’ the Onmmammm.ob has
not engaged in strategic planning for a while, this will be a separate phase. The or-
ganization should focus on successful strategies, asking whether they should be
maintained, replaced by other strategies, or terminated. Unsuccessful strategies
should be replaced or terminated. The strategic planning process also should be
examined, its strengths and weaknesses noted, and modifications suggested to im-
prove the next round of strategic planning. Effectiveness in this step depends on
effective organizational jearning, which means taking a hard look at what is really
happening and being open to new information. As Weick and Sutcliffe (2001) say,
“The whole point of a learning crganization is that it needs to get a beiter handle
on the fact that it doesn’t know what it doesn’t know™ (p. 18}. Viewing strategic
planning as a kind of action research can embed learning throughout the entire
process and make sure that the acquisition of information, the feedback, and the
dialogue necessary for learning occur (Eden and Huxham, 1996).
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Tailoring the Process to Specific Circumstances Making Use of Vision, Goals, and Issues

The Strategy Change Cycle is a general approach to strategic planning and man-
agement. Like any general planning and management process, it must be tailored
carefully to specific situations if it is to be useful {Christensen, 1999). A number
of adaptations—variations on the general theme—are discussed in this section.

Sequencing the Steps

Although the steps (or occasions for dialogue and decision) are laid out here in a
linear sequence, it must be emphasized that the Strategy Change Cycle, as its
name suggests, is iterative in practice. Participants typically rethink what they have
done several times before they reach final decisions. Moreover, the process does
not always begin at the beginning, Organizations typically find themselves con-
fromied with 2 new mandate (step 2), a pressing strategic issue (step-3), a failing
strategy (step 6 or 9), or the need to reassess what they have been doing (step 10),
and that leads them to engage in strategic planning. Once engaged, the organi-
zation is likely to go back and begin at the beginning, particularly with a reexam-
ination of its mission. {Indeed, in my experience, it does not matter where you
start, you always end up back at the mission.)

In addition, implementation usually begins before all the planning is com-
plete. As soon as useful actions are identified, they are taken, as long as they do
not jeopardize fusure actions that might prove valuable, It other words, in a lin-
ear, sequential process, the first eight steps of the process would be followed by
implementing the planned actions and evaluating the results. However, imple-
mentation typically does not, and should not, wait until the first eight steps have
been completed. For example, i the organization’s mission needs to be redrafied,
+hen it should be. If the SWOC analysis turns up weaknesses or challenges that
need to be addressed immediately, they should be. If aspects of a desirable strat-
egy can be implemented without awaiting further developments, they should be,
and 5o o1 As noted eartier, strategic thinking and acting and learning are impor-
tant, and all of the thinking does not have to occur before any actions are takern.
For one thitg, often it is action that leads to real learning {Weick, 1995). Or as
Mintzberg, Ahlstrand, and Lampel {1998) note: “Effective strategy making con-
nects acting to thinking which in turn connects implemenation to formulation.
We think in order to act, to be sure, but we also act in order to think” (p. 71)—
and to learn, they might have added. Strategic planning is iterative, flexible, and
action-oriented and that is often precisely what makes it so attractive to public and
nonprofit leaders and managers.

In the discussion of step 8 I noted that some o.nmmﬂmen._o:m and communities may
wish to start their process with a vision statement. Such a mﬁmﬂmaﬁnr. even if less
detailed than a statement developed later in the process, may foster a consensus
and provide important inspiration and guidance. As indicated in Figure 2.1, there
are other points at which organizations might develop a vision statement (or state-
menis). A vision may thus be used to prompt the identification of strategic issues,
guide the search for and development of strategies, inspire the adoption of strate-
gic plans, or guide implementation efforts. The Amberst H. Wilder Foundation
{2000) of St. Paul, Minnesota, for example, presents this vision in its 2000-05
strategic plan: “A vibrant Saint Paul where individuals, families and communities
can prosper, with opportunities for all to be employed, to be engaged citizens, to
live in decent housing, to attend good schools, and to receive support during times
of need.” The foundation also formed a vision for each of its previous plans and
used cach one to help it identify issues to be addressed and to develop strategies
for realizing the vision. U.S, Air Force planners also used a vision to help them
identufy issues and develop strategies in the 1990s; a dramatic reorientation of mis-
sion and strategies resulted (Barzelay and Campbell, 2003). The decision to de-
velop a vision statement should hinge on whether one is needed to provide
direction to subsequent efforts; whether people will be able to develop a vision
that is meaningful enough, detailed enough, and broadly supported by key stake-
holders; and whether there will be enough energy left after the visioning effort to
push ahead.

Similarly, as indicated in Figure 2.1, it is possible to develop goals at many dif-
ferent places in the process (Borins, 1998; Behn, 199%a; Roberts, 1999). Some
strategic planning processes will begin with goals set by new boards of directors,
elected policy bodies, chief executive officers, judges, or other top-level decision
makers. These goals embody a reform agenda {or the organization (or network
or community). Other strategic planning processes may start with goals that are
part of mandates. For example, legislation often requires implementing agencies
to develop plans that include results and outcome measures that will show how
the intent of the legislation is being achieved. A starting goal for these agencies
therefore is to identify results and outcomes they want to be measured against that
m_mo. are in accord with legislative intent. This goal helps these agencies identify
an important strategic tssue—namely, what should the results and outcomes be?
Subsequent strategic planning efforts are then likely to start with the outcomes
the organization and legislature thinks are still important.

Still other strategic planning processes will articulate goals to guide strategy
formulation in response to specific issues or to guide implementation of specific
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strategies. Goals developed at these Iater stages of the process are likely to be more
detailed and specific than those developed earlier. Goals may be developed any
time they will be useful to guide process efforts and will have sufficient support
among key parties to produce desired actions.

In my experience, however, strategic planning processes generally start nei-
ther with vision nor with goals. In part, this is because in my experience strategic
planning rarely starts with step 1. Instead, people sense something is not right
about the current situation—they are facing sirategic issues or they are pursuing
a strategy that is failing or about to fail—and they want to know what to do
(Borins, 1998; Nutt, 2001b), One of the crucial features of issue-driven planning
{and political decision making in general) is that you do not have to agree on goals
to agree on next steps (Innes, 1996; Bryant, 2003; Huxhaim, 2003}. You simply
need to agree on a strategy that will address the issue and further the organiza-
tion’s for communiry’s) and the key stakeholders’ interests. Goals are likely to be
developed once viable strategies have been developed to address the issues. These
goals will typically be strategy specific.

Articulating goals or describing a vision may give strategic planners a better
feeling for where a strategy or interconnected set of strategies should lead (Behn,
1999a; Nutt, 2001b). Goals and vision are thus more likely to come toward the
end of the process than the beginning But there are clear exceptions—as the ex-
amples of the Wilder Foundation and the Air Force revealed earlier—and process
designers should think carefully about why, when, and how—if at all—to bring
goals and vision into the process.

Applying the Process Across Organizational
Subunits, Levels, and Functions

Strategic thinking, acting, and learning depend on getting key people together, get-
ting them to focus wisely and creatively on what is really important, and getting

them to do something about it. At its most basic the technology of strategic plan-

ning thus involves deliberations, decisions, and actions. The steps in the Strategy
Change Cycle make the process reasonably orderly to increase the likelihood that
what is important is recognized and addressed and to increase the number of peo-
ple who participate in the process. When the process Is applied to the organization.
as a whole or at least to significant parts of it on an ongoing basis (rather than in
2 one-shot effort), it is usually necessary to construct a strategic management spstem.
This system encourages integration of the various parts of the process in appro-
priate ways and engages the organization in sirategic management, not just strate-
gic planning (Poister and Streib, 1999}, In the best circumstances the system will
include the actors and the knowledge necessary to foster systems thinking and
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prompt quick, wise, and effective action, because inclusion, systems thirking, and
speed are increasingly required of public and nonprofit organizations (Schachtel,
2001; Linden, 2002; Bryson, 2003a). .

The Sirategy Change Cycle might be applied across organizational subunits,
levels, and functions as outlined in Figure 2.2. This application is based on an in-
tegrated units of management system used by many corporations. The system’s first
cycle consists of bottem-up development of sirategic plans within a framework
established at the top, followed by reviews and reconciliation at each succeeding
level. In the second cycle operating plans are developed to implement the strate-
gic plans. Depending on the situation, decisions at the top of the organizational
hierarchy may or may not require policy board approval (which is why the line
depicting the process flow diverges at the top).

The system may be supported by a set of performance indicators and strate-
gies embodied in a balanced scorecard (BSC) (Kaplan and Norton, 1996, 2004
Niven, 2003). An exaraple of a BSC, from the city of Charlotte, North Carolina,
1s presented in Figure 2.3, The theory behind the balanced scorecard is that learn-
ing and growth outcomes should enhance the effectiveness of internal processes,
which in turn shouid facilitate achievement of desirable financial outcomes.
Achieving desirable outcomes in all three areas should produce better customer
outcomes. The theory implies that an organization that has gone through the pro-
cess of developing an organization-wide balanced scorecard and supporting score-
cards for departments and lines of business should be more effective in meeting
its mandates, fulfilling its mission, and creating public value. (The Hennepin
County, Minnesota, strategic management systern relies in part on the use of bal-
anced scorecards and is discussed in detail in Chapter Fen,)

Strategic planning systems for public and nonprofit organizations are usually
not as formalized and integrated as the one outlined in Figure 2.2. More typical
is a strategic issues management system, which attempts to manage specific strategic
issues without seeking integration of the resultant strategies across all subunits,
levels, and functions (Roberts and Wargo, 1994; Joyce, 1999; Hendrick, 2003).
Tight integration is ofien not necessary, because most issues do not affect all parts
of an organization, are subject to differing political requirements, and have their
own time frame.

Baltimore, Maryland, and a number of other cities have institutionalized
strategic issues management through use of the CitiStat system {Schachrel, 2001;
Linden, 2002). In this system a central analysis staff uses geographically coded
data to spot trends, events, and issues that need to be addressed by line depart-
ments, The heads of the relevant units meet regularly with the mayor and the
mayor’s key advisers, including the heads of finance, human resources, and infor-
mation technology, to examine the data and address the issues face to face. Actions
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FIGURE 2.3. BALANCED SCORECARD FOR A GOVERNMENT.
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and follow-up procedures are agreed upon on the spot. Notable successes have
occurred in which better outcomes were produced, money was saved, or team-
work and competence were enhanced. Many cities have experienced all three of
these results. Other common public and nonprofit strategic planning systems are
the contract model, collaboration, the porifolio model, and the goal model. (These systems
are discussed in Chapter Ten) .

If the organization is fairly large, then specific linkages will be necessary to
join the process to different functions and levels in the organization so that it can
proceed in 2 reasonably orderly and integrated manner. One effective way 10
achieve such a linkage is to appeint the heads of all major units to the strategic
planning team. All unit heads can then be sure that their units’ information and
interests are represented in strategy formulation and can oversee strategy imple-
mentation in their unit.

Indeed, key decision makers might wish to form themselves into a permanent
strategic planning committee or cabinet. I recommend this approach when it ap-
pears workabie for the organization, because it ¢mphasizes the role of line man-
agers as strategic planners and the role of strategic planners as facilitators of
decision making by the line managers. Pragmatic and effective strategies and plans
are lkely to result. Temporary task forces or strategic planning committees or cab-
inets can work, but whatever the arrangement, there is no substitute for the direct
involvement of key decision makers in the process (Borins, 1998}

Applying the Process to Functions That Cross Organizational
Boundaries, Interorganizational Networks, and Communities

‘When applied to a function or network that crosses organizational boundaries or
to a community, the Strategy Change Cycle usually needs to be sponsored by a
commitiee or task force of key decision makers, opinion leaders, “influentials,” or
“notables” representing important stakeholder groups. Additional working groups
or task forces usually need to be organized at various times to deal with specific
strategic issues or to oversee the implementation of specific strategies. Because so
many moore people and groups need to be invelved and because implementation
has o rely more on consent than authority, the process is likely to be much more
time consuming and iterative than strategic planning applied to an organization.
However, the additional time spent on exploring issues and reaching agreement
may be made up later through speedy implementation (Innes, 1996; Bardack,
1998; Bryant, 2003; Huxham, 2003). Resource C provides additional informa-
tion on how to pursue strategic planning in collaborative settings.

In addition, when a community is involved, special efforts are necessary to make
sure that important connections are made and any incompatibilities are resolved
between the strategic plans and the community’s comprehensive plan and the var-
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ious devices used to implement it, such as the government’s capital improvement
program, subdivision controls, zoning ordinances, and official maps. Making these
connections, however, should not unduly hamper the process. Strategic planning
and comprehensive planning can be complementary, and efforts should be made
to ensure that they are so that the interests of the community and its various stake-
holders can be advanced (Innes, 1996; Burby, 2003; Wheeland, 2003).

Roles for Planners, Decision Makers, implementers, and Citizens

Planners can play many different roles in a strategic planning process. In many
cases the planners are not people with the job title of planner but are policymak-
ers or line managers (Mintzberg, Ahlstrand, and Lampet, 1998). The people with
the title of planner often act primarily as facilitators of decision making by poli-
cymakers or line managers, as technicai experts in substantive areas, or as both.
Planners also operate in a variety of other rofes. Sometimes the planner is an “ex-
pert on experts” {Bolan, 1971), easing different people with different expertise in
and out of the process for different purposes at different times, At other 1imes
planners act as technicians, politicians, or hybrids of these roles (Howe, 1980). At
still other times they are finders of strategy, interpreting existing actions and rec-
ognizing important patterns i the organization and its environment; analysts of
existing or potential strategies; catalysts for promoting strategic thought and ac-
tion; or strategists themselves (Mintzberg, 1994, pp. 361-396).

Because the most important thing about strategic planning is the development
of strategic thought, action, and learning, it may not matter much which person
does what. However, it does seem that strategic planning done by policymakers or
line managers is most likely to be implemented. {Line managers in government are
not usually charged with making important political trade-offs—politicians are.
Therefore an effective governmental strategic planning process probably needs par-
ticipation from both policymakers and line managers.)

Public organizations engaged in strategic planning often have little citizen
participation in the process other than that of elected or appointed policy board
members. One reason for this may be that the organization already possesses the
necessary knowledge and expertise in-house, making citizen involvement redun-
dant and excessively time consuming. In addition, insiders iypically are the chief
implemeniters of strategies, so their ownership of the process and resultant deci-
sions may be what is most crucial Furthes, the direct involvernent of an elected
or appointed policy board may be sufficient to legitimize the process, in keeping
with the idea that this country has a representative, not a direct, democracy. The
absence of participation by ordinary cutsiders would parallel much private sec-
tor corporate planning practice. Nonetheless, it is easy to be wrong about how
miuch one “knows,” or needs to know, and how much perceived legitimacy the
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process needs (Suchman, 1995; Nutt, 2002}, Iterviews, focus groups and surveys
of outsiders, and external sounding boards of various sorts are often worth their
weight in gold because they open insiders’ eyes to information they have missed,
add legitimacy to the effort, and keep the organization, network, or community
from reaching wrong conclusions or making poor decisions (Thomas, 1995; Feld-
man and Khademian, 2000). So 2 word of caution is in order: remember, as the
ancient Greeks believed, that nemesis always walks in the footsteps of hubris!

Program-focused strategic planning appears to he much more likely to involve
citizens, particularly in their capacity as customers. Citizen involvement in pro-
gram planning thus is roughly analogous 1o consumer involvermnent in private sec-
tor marketing research and development projects. For example, the School District
relied on a variety of citizen involvement techniques (for example, committees,
task forces, surveys, public meetings) to figure out what it should be doing, More
generally, transportation planning typically involves a great deal of citizen par-
ticipation. Citizens may provide information concerning their travel needs and
desires, reactions to various transporzation system design alternatives, and advice
on ways 1o resobve conflicts that arise during the process. Park planning also typ-
ically involves substantial citizen participation. Unfortunately, because the use of
transportation systems or parks by citizens is generally broad based, actual users
are often assumed to be identical with citizens at large. This equation is hardly
ever justified, however, as it probably masks great variety in stakeholder coneerns
about and contributions to the process. A stakeholder analysis can help keep the
interests and contributions of different groups of citizens analytically separate
{Eden and Ackermann, 1998; Bryson, 2004h).

Finally, planning on behaif of a community almost always involves substantial
citizen participation. Unfortunately, community-focused strategic plans often as-
sume that all citizens can be treated alike and that all citizens are interested in the
community as a whole—two assumptions at odds with most studies of political
participation (see, for example, Putnam, 2000). Application of the stakeholder
concept to-community strategic planning would help avoid some of these errors,
as it did in the case of the School District’s efforts, where the interests of parents,
businesses, taxpayers, elected officials, and other stakeholder groups were all ex-
plored. Beyond thas, broad citizen involvement usually results in better plans and
implementation processes (Chrislip, 2000; Burby, 2003; Wheeland, 2003).

Summary

This chapter has cutlined the Strategy Change Cycle, a process for promoting
strategic thinking, acting, and learning in governments, public agencies, nonprofit
organizations, networks, comymunities, and other entities. Although the process is

The Strategy Change Cycle 61

presented in a linear, sequential fashion for pedagogical reasons, in practice it pro-
ceeds iteratively as groups continuously rethink the connections among the vari-
ous elements of the process, take action, and learn on their way to formulating
effective strategies. In addition, the process often does not start with step 1 but in-
stead starts with some other step and then cycles back to step 1. The steps are not
steps precisely but rather occasions for deliberations, decisions, and actions within
a continuous flow of strategic thinking, acting, and learning; knowledge explo-
ration and exploitation; and strategy formulation and implementation. Mintzberg,
Ahistrand, and Lampel (1998) assert that “all real sirategic behavior has to com-
bine deliberate control with emergent learning” (p. 195), The Strategy Change
Cycle is designed to promote just this kind of strategic behavior.

Figure 2.4 shows how the Strategy Change Cycle is designed to further the
functions of strategic planning outlined in Figure 1.4. It also displays the iteration
that is likely to occur as planning teams work to organize participation, create
ideas of strategic significance, build a winning coalition, and implement the ideas
30 that the decisions and actions produced lead to meeting the organization’s man-
dates, fulfilling its mission, and creating real public value.

As previously mentioned, my colleague Farnum Alston and I have prepared
a strategic planning workbock designed to help individuals, teams, groups, and
organizations work through the process {Bryson and Alston, 2004). The workbook
shoukd not be used without this book, however, because the Strategy Change Cycle
typically requires careful tailoring to specific circumstances. Owing to space lim-
ttations, the workbook contains little advice on how to adapt the process to dif-
ferent situations, whereas this book offers a great deal of the advice and guidance
necessary to design and manage a successiui process.

In Chapter Three I discuss how to negotate an initial agreement among key
internal (and perhaps external) decision makers or opinion leaders on the pur-
pose and process of a strategic planning effort. This agreement will shape the na-
ture and direction of deliberations, decisions, and actions designed to deal with
what is truly important to the organization or community.

S Cit



FIGURE 2.4. STRATEGIC PLANNING PURPOSES AND
FUNCTIONS AND STRATEGY CHANGE CYCLE STEPS.
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PART TWO

KEY STEPS IN USING THE
STRATEGY CHANGE CYCLE

he ten-step strategic planning process is presented in detail in Part Two. It
is a reasonably orderly, deliberative, and participarive approach to facilitas-
ing strategic thought, action, and learning by key decision makers.

Chapter Three covers the initial agreement phase, the “plan for planning”
Chapter Four focuses on clarifying organization mandates and mission. Chapter
Five describes how to assess an organization’s strengths and weaknesses, as well as
the opportunities and challenges it faces. Chapter Six discusses strategic issues—
what they are, how they can be identified, and how to critique them: Chapter
Seven is devoted to formulating and adopting effective strategies and plans.

The final three chapters in Part Two move from planning to management,
Chapter Eight covers development of the organization’s vision of success, 2 de-
scription of what the organization should look like as it fulfills its mission, meets
its mandates, and achieves its full potential for creating public value. Chapter Nine
focuses on implementing strategies and ptans, and Chapter Ten on reassessing and
revising them.

An organization that completes this Strategy Change Cycle should be well on
its way toward improving and maintaining its effectiveness, pursuing its mission,
meeting its mandates, and creating genuine public value. It should be clearly fo-
cused on satisfying key stakeholders in ways that are politically acceptable, tech-
nically and administratively workable, and legally and ethically defensible.



