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Lighting the Way    





    By J. Daniel Beckham

A strategic plan illuminates the path the organization will take to reach its Mission and realize its Vision.

A strategic plan is a blueprint for allocating scarce resources to an organization's best opportunities in an environment of uncertainty and resistance.  It defines the path the organization will take to fulfill its Mission and realize its Vision.  What characterizes a comprehensive strategic plan?

There is a hierarchy in strategic planning.  The "Mission statement" should define the broad purpose of the organization; why it exists.  Supporting the Mission statement should be a "Vision statement" which paints a picture of what the organization will look like in a foreseeable future.  A "Value Proposition" comes next and it answers the question, "How will we be different in a way that's meaningful and valid?"  Sitting beneath the Value Proposition should be "Strategic Intent" which establishes a stretch goal or milestone short of the Vision but on the road to it.  Beneath Strategic Intent sit the five or six Driving Strategies.  Supporting each Strategy is a handful of Tactics.  Timing, responsibility and resources should be assigned to the Tactics.

What's the difference between a Strategy and a Tactic?  The generally accepted distinction is that Strategy is what you use "to win the war" and Tactics are what you use "to win the battle."  So the difference is one of scope, constancy and time horizon.  Strategies are broader in scope, more constant in their application and relate to a longer time horizon than Tactics.  The distance between the two can be decidedly grey.  In fact, Tactics are sometimes elevated to Strategies.  Napoleon took what he learned as an artillery man at a tactical level and transferred it into the grand Strategy of the mobile offense.

Strategic planning is all about focus.  It allocates scarce resources to a limited set of "best opportunities."  Each level of the planning hierarchy further narrows the focus of the level below it.  The Mission can be seen as casting a circle of light which defines the acceptable range of concern for the organization; the boundaries of what it will and won't do.  Vision shines a more intense but smaller circle within the circle projected by the Mission.  Value Proposition and Strategic Intent project a smaller but even more intense circle.  Driving Strategies then describe five or six brighter circles within Strategic Intent.  The narrowing continues with Tactics.

Simplicity of process and outcome is a virtue.  The more complex the process for developing the strategic plan, the more likely it is to foster gridlock.  Keep it simple.  Consider dispensing with the SWOT analysis. After all, aren't most strengths also opportunities?  And aren't most weaknesses also threats?  Time spent debating such distinctions is wasted.  So is time considering scenarios when the full range of permutations approaches infinity.  Just define a list of high priority strategic issues.  The critical questions are - "What are the most pressing challenges, internal and external, with which we must grapple?" (Strategic issues.)  What do we aspire to be? (Vision, Value Proposition, Strategic Intent.)  "What are we going to do about them?" (Strategies and Tactics.)

Strategic planning drives long range plans, annual operating plans, facilities and budgets.  Most hospitals have a variety of plans already in place as they develop their strategic plan.  No organization is an empty plate.  But there should be an integration of plans so they are interconnected, focused and synergistic.  The strategic plan should serve as the fundamental integrating agent for the plans the organization makes at all levels and in all areas.  A Strategy may have facility implications.  It doesn't work the other way.  In other words, you don't build a facility plan then create a strategic plan around it.  Nor do you build a budget and then create a strategic plan based on budget assumptions and forecasts.  Although this may sound obvious, in some organizations it's not.

One area in which lack of congruence often becomes painfully apparent is during performance appraisals.  Appraisal of performance should gauge the contribution experienced managers make to the attainment of the strategic plan.  When "revenues" and "margins" or other quantitative measures are used to assess performance, they should be used because they are legitimate indicators of meaningful progress towards accomplishment of the organization's Strategies.  Other major initiatives already underway such as continuous quality improvement or cost reduction should be linked to the strategic plan.  In a way, a strategic plan is like a music score.  Without it, a bunch of musicians in a room don't make music.  They make noise.  The strategic plan unifies and harmonizes.

Meaningful strategic planning seeks to create readiness and relevance.  Because the environment is characterized by accelerating and uncertain change, it requires a strategic planning process that balances flexibility with persistence and resolve.  Input loops have to be kept open.  The environment and the organization's position must be constantly monitored.  You can't fall in love with your Strategies, but you can't abandon them every year either.  Sound strategic planning is a continuous process.  Like sailing a ship, many adjustments in course may be necessary to hit the mark.  An unexpected storm may require immediate reconsideration of the ship's course even though the destination remains unchanged.  So it is with Strategy and Tactics.

Management must be willing and able to make tactical changes quickly.  Driving Strategies, on the other hand, should be changed only after careful consideration.  The key question that management should always ask itself is whether a change or development in the environment necessitates an adjustment in the plan.

Some Strategies are better than others.  Imagine a perilous situation.  There are only three courses of action available.  One will lead to safety.  The other will not lead to destruction, but it will also not remove you from peril.  And the third will bring a quick and disastrous end.  The problem is you don't know with certainty which course of action will produce which result.  You assess the situation as best you can and you make your choice.  The quality of the outcome is clearly connected with the quality of your decision.  My point is this - some decisions are of a higher quality than others.  Some Strategies are better than others.  And some people are better strategists than others.  An organization's leaders are vested with responsibility for making Strategy.  They have an obligation to articulate and execute superior Strategies.

Strategic planning is not a form of democracy.  Strategic planning retreats can be a great catharsis.  Through well orchestrated facilitation, the participants often end their deliberation by slapping each other on the back and proclaiming, "We've got it."  On flip charts covering the walls is the collective wisdom of the group and a consultant or two.  Yet, there is nothing about this scene that validates the quality of the Strategies on the sheets.  Indeed, what's on those sheets is usually a set of compromises, a list Dr. Q and Mr. C will tolerate, the articulation of the most forceful or the most polite, a recasting of the conventional and the acceptable.

Many writers have suggested with almost empirical confidence that decisions reached through group process and consensus are superior to decisions made by individuals.  Although this assertion has become conventional wisdom, there is no evidence to support its validity.  (The same assertion has been made about the impact of group process on forecasting future events.  Here again, there is no solid supporting evidence.)  The dubiousness of the sanctity of group process can be appreciated by imagining a situation where the most junior members of a management team are gathered to participate in a consensus oriented planning retreat.  Is it possible that they will come up with a set of Strategies?  Of course.  But how would the quality of those Strategies compare to a set developed by one seasoned executive deeply experienced with the organization and its unique environment?  Where would you bet your money?  Further characterize this solo strategist by imbuing him with the gift of "strategic insight."  Some people are simply born with deeper strategic thinking capabilities than others.  By their nature, groups develop compromises.  And compromises often don't fare well in a demanding environment.

After years of helping health care organizations develop strategic plans and studying the way Strategy gets done in successful organizations, I'm convinced that the notion of "bottom up" Strategies is flawed.  "Strategies down, actions up" is the best way for an organization to build a strategic plan that is well targeted and effectively executed.

People are hungry for direction.  Executives should bring both breadth and depth of perspective to their strategic responsibilities.  They ought to be able to see further than others in the organization.  The folks in the middle and bottom of the organization are closer "to the action" and, as a result, have an intimacy with the real work of the organization that is sometimes tough for an executive team to maintain.  But they also tend to have a fairly narrow view.  Their ability to see the full scope and dynamics of the environment and the organization is limited, if nothing else, by the view from where they sit.  A strategic planning process should broaden and deepen perspectives, but it should also recognize that people generally do not resent or resist efforts by leadership to help them define their world and see a way through it.  In fact, in my experience, what they hunger most for is not a chance to formulate the Driving Strategies for their organization but a sense that their leaders have a realistic plan for moving the organization forward.  One of the most pressing responsibilities of a team is to create understanding and meaning for the future of the organization and then to enlist the organization in pursuit of that future.  An effective strategic plan does all of these things.

There is overlap and interrelatedness in a robust strategic plan.  A good set of Strategies is not a collection of distinct initiatives.  They overlap.  Overlap is a sign of synergy and harmony.  Strong Strategies are interrelated.  Take one Strategy out and the other Strategies may suffer significantly.  The overlapping nature of a good set of Strategies dictates cross functional cooperation.  A good Strategy may address several key strategic issues.  And a Tactic may help accomplish two or three Strategies.

Language and illustration are critical.  Given the importance of a strategic plan to an organization's future, it is amazing the extent to which they are written, packaged and conveyed in aseptic fashion.  There should be a little Winston Churchill in every strategic plan.  If the plan is important, then it ought to be instilled with some level of artfulness.  Most people pay a great deal of attention to the way they decorate their homes.  And most organizations invest heavily in the appearance of their corporate edifices.  Yet, many strategic plans don't have an ounce of passion or style in them.  Strategic planning retreats benefit greatly when they're imbued with the drama of a good story well told.  If at some critical moment it all comes together with a drawing, a metaphor or an anecdote, why not preserve that powerful impact by including it in the written plan?  Theatrics should be fostered and facilitated.  An ad I saw once summed up the virtues of simple language:  "After all," the ad asked, "what did you do last night?  Enter into a meaningful emotional relationship with a person of the opposite sex?  Or did you 'fall in love?'"  The plan should be written in plain English, be straightforward and as short as possible.  The best strategic plans are usually five to ten pages long.

Strategic information should be both quantitative and qualitative.  You need both quantitative and qualitative data to make a well balanced strategic assessment.  The quantitative information can come from a number of sources including the hospital's data bases (e.g., market share, patient origin, admissions, revenues), from demographic data bases and from original market research.  Qualitative information can be derived from personal interviews and personal observation.  I've found that reality often lives at the intersection of quantitative and qualitative information.

Information is not the essence of Strategy.  Insight is the essence of Strategy.  Many strategic planning retreats turn into a mind-numbing overview of the planning department's (or the consultant's) 40‑pound strategic assessment.  I saw one such filibuster come to a screeching halt once when an impatient board member loudly closed his thick binder and departed with a single suggestion, "call me when you figure out what all this means."  A well crafted table, a pie chart or two or a map can be powerful communication tools as long as there aren't a hundred of them.  Most planning retreats will not survive a long bout of suffocation by data.  The organization's strategic situation should be assessed and key issues identified before you go into a planning retreat.  The format should be simple, "Here are the dozen strategic issues we feel are most important and here's why we think so."  Use some data to make your point but remember somebody has to provide the insight then move people to make decisions.

Personal interviews build ownership and acceptance but may not provide answers.  The primary reason for interviewing people in the organization while developing the strategic plan is to give them an opportunity to provide input, to shape the assessment of the situation, as well as the response to the situation.  This creates buy-in but it's often a mistake to use the interview process to "discover" its overall strategic direction.  Such an approach can foster myopia when what is desperately needed is an orientation to external realities (like customers, competitors and technology).

Organizations typically do not have a Vision bubbling below the surface waiting to be discovered.  Interviewing may identify a set of capabilities that make it better equipped to embrace a particular Vision or to execute a set of Strategies with more effectiveness.  None of which necessarily means that particular Vision and those particular Strategies are the right ones.

A checklist approach ensures that the critical bases are covered (something that may not occur through "SWOT" or "gap analysis").  There are broad categories of strategic issues that should be "checked off" in every strategic planning process including:

· What businesses is the organization in?  What businesses should it be in?  What businesses should it get out of?  (Corporate Strategies)

· How will the organization build more productive relationships with its medical staff?  How will it ensure the constructive pursuit of mutually advantageous initiatives?  How will the right mix of physicians be ensured?  (Physician Strategies)

· Which patient segments and target populations will the organization focus on?  What needs will it seek to serve?  What intermediaries influence utilization (e.g., health plans)?  (Customer Strategies)

· What new services will the organization offer?  Which services will it strengthen?  Are there any services that have outlived their usefulness?  (Service Strategies)

· What plans must the organization make to outmaneuver its competitors in the marketplace?  How can it exploit their vulnerabilities while avoiding the threats they offer?  (Competitor Strategies)

· What is the organization going to do to make itself and its services unique in a way that's meaningful and valuable to its customers?  How will that uniqueness be communicated?  (Differentiation Strategies)

· Can the organization, by joining forces with others, enjoy a synergistic effect?  Through combined efforts, can it link up to outmatch a competitor or pursue mutually desirable opportunities?  Who are its desired allies?  What joint ventures may be desirable?  (Cooperative Strategies)

· What things must the organization do in terms of its human resources to ensure its competitiveness?  What commitments are suggested by its strategic stance?  How should it organize and manage the execution of its strategic efforts?  What kind of "culture" must it foster?  (Organizational Strategies)

· How will the organization access sufficient capital to ensure successful implementation of its Strategies?  What will be the financial consequences associated with allocating capital to the Strategies identified?  How does the organization address itself to various payer sources?  Where must it adjust its financial position to allow it to compete effectively and deliver sufficient returns?  (Financial Strategies)

Effective tactical execution requires freedom.  Once strategic direction is set and communicated, the organization needs some latitude in executing against it.  If involvement and ownership is to be meaningful, then the authority to act must be meaningful too.

Tactics are where the rubber hits the road.  As Peter Drucker once observed, there is a point at which all planning disintegrates into work.  A powerful strategic plan without supporting action plans is like a Ferrari without tires.  It's not going any place.  Too many strategic plans never become "actionable."  Sitting next to every Tactic should be an indication of its priority level, the timing associated with it, who's going to do it and how much it's going to cost.  And supporting each Tactic should be a set of focused action steps along with their priority, timing, responsibility and cost.

Facilitation is an art.  Using an outside facilitator can be a critical element of an effective strategic planning process.  Facilitation, as anyone who has ever done it knows, is hard work.  It's a game of process, nuance and influence.  Good strategic planning facilitators must be able to relate effectively with executives, board members, physicians and managers.  Facilitators (and consultants) are not surrogates for leadership.  They are there to help, not substitute, for the hospital's top management.  It's very difficult to both facilitate and participate.  When a member of the management team facilitates, she must become a neutral helper.  This is a role many managers will be uncomfortable in.  Even if the insider is an accomplished facilitator, the loss of his input as a participant may be too costly to justify.

A successful strategic planning retreat is a game of numbers and biology.  The optimal number of participants in a planning session is 10 to 12.  Beyond that, the dynamics of interaction and process fall apart.  Recognize that planning sessions may need to be conducted in the mornings or evenings to accommodate the schedule of physicians and board members.  Most people's sugar levels dive between 2:00 and 3:00 p.m.  Keep fruit, pastries, soft drinks and caffeine available.  Limit comments to one minute.  A group wears out after about four hours of intensive interaction.  Don't stop for lunch or for breaks.  Bring lunch in and keep working.  If somebody needs a break, have him take it when he needs it.  Taking an hour for lunch and 20‑minute breaks destroys momentum.

People tend to own what they help create.  The number of individuals participating in the development of a strategic plan will help define the level of understanding and support the plan has.  A steering committee that offers its preliminary thinking to a variety of stakeholder groups each comprised of a dozen individuals can significantly expand the number of people who have been able to shape the plan.  This can occur at key intervals during the development of the plan.

A good strategic plan often hurts.  A strategic plan forces tough choices.  You can't do everything.  You can't serve everybody.  You can't go in too many directions at once.  You can't send too many messages.  So narrow your options and focus your resources.  Something and somebody usually has to give.  You may have to get out of some services and businesses.  The good efforts of good people may have to be abandoned.  The essence of good strategic planning is the ability to focus - to concentrate resources against the best opportunities and ignore other opportunities.

Strategic planning is not a democratic exercise.  Although input should be solicited and considered with integrity, ultimately decisions must be made and that's not well accomplished with a show of hands.  The steering committee must decide.  The board must decide.  And the CEO, who is the organization's chief strategist, must be an active advocate for the plan.

Strategic planning is arguably the most important thing an executive team does.  In the pages of the strategic plan should lie the path to sustainability.  Properly developed, it serves as a powerful vehicle for building organizational alignment and commitment.  When poorly pursued, it can end up as lifeless paper on a shelf, or worse, as a catalyst for disaffection and sabotage.
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