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Strategic planning process

Strategic planning process includes five steps

1. Selection of the corporate mission and major
corporate goals;

2. Analysis of the organization’s external competitive
environment to identify opportunities and threats;

3. Analysis of the organization’s internal operating
environment to identify the organization’s strengths
and weaknesses;

4. Selection of strategies that build on the
organization’s strengths and correct its weaknesses
In order to take advantage of external opportunities
and counter external threats (SWOT);,

5. Strategy implementation.
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SWOT Analysis

e The SWOT analysis

— (strengths,

— weaknesses,

— opportunities, and
— threats)

examines the company’s internal strengths and
weaknesses with respect to the environment and the
competition and looks at external opportunities and
threats.

* Opportunities may help to define a target market or
identify new product opportunities, while threats are
areas of exposure.

« A SWOT analysis should be to build on a company’s
strengths in order to exploit opportunities, counter
threats, and correct weaknesses.



SWOT

Strengths - Think about what your company does well. Some
guestions to help you get started are: What makes you stand out
from your competitors? What advantages do you have over other
businesses?

Weaknesses - List the areas that are a struggle for your company.
Some questions to help you get started are: What do your
customers complain about? What are the unmet needs of your sales
force?

Opportunities - Traditionally, a SWOT looks only at the external
environment for opportunities. | suggest you look externally for areas
your competitors are not fully covering, then go a step further and
think how to match these to your internal strengths.

Threats - As with opportunities, threats in a traditional SWOT
analysis are considered an external force. By looking both inside
and outside of your company for things that could damage your
business, however, you may be better able to see the big picture.



Internal Analysis

Factors should be evaluated across -
the organization in areas such as: ~ * 1€ SWOT analysis

Company culture summarizes the
Company image :

Organizational structure Internal factors of the
Key staft firm as a list of

Access to natural resources

Position on the experience curve strengths and

Operational efficiency
Operational capacity
Brand awareness

Market share

Financial resources
Exclusive contracts
Patents and trade secrets

weaknesses.



External Analysis

An opportunity is the chance to

introduce a new product or service
that can generate superior returns.

Opportunities can arise when
changes occur in the external
environment.

Many of these changes can be
perceived as threats to the market
position of existing products and
may necessitate a change in
product specifications or the
development of new products in
order for the firm to remain
competitive.

Changes in the external environment

may be related to:
Customers
Competitors

Market trends
Suppliers

Partners

Social changes

New technology
Economic environment

Political and regulatory
environment

The SWOT analysis summarizes the external
environmental factors as a list of opportunities and

threats.



SWOT Profile

| Strengths | Weaknesses

| Opportunities | Threats




Mission and Major Goals
(Strategic Objectives)
e Using the results of the SWOT analysis,

the firm can set objectives in high-level
areas.

10



Summary of BSC

The original Balanced Scorecard concepts
were developed in the late 1980s — and were
publicised by Kaplan & Norton in a 1992
Harvard Business Review paper

Early Balanced Scorecard focused on
strategy and vision, but said little about how
to design or use effectively

Over last decade the understanding of
Balanced Scorecard has improved —
Balanced Scorecard design and design
methods have evolved to address the
shortfalls inherent in the original approach

The latest version of Balanced Scorecard is
“3rd Generation” — it offers major benefits to

users and developers over prior versions

¢ (Quicker to develop, more reliable, easier to use, set targets
for, and to cascade within organisation
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What I1s Balanced Scorecard?



BSC First Appeared in 1992

Kaplan & Norton’s
1st Generation

Financial
Balanced Scorecard “To succeed Objectives | Measures Targets Initiatives
financially, how
shouldwe [~~~ "~~~ "°°7°T°"TTTTOTTTTT T
appeartoour [TTTTTTrTT TS T ST ST oA T
shareholders? e — e e c— e e e e ] ——— =
Customer Intemnal Business Processes
Objecti M Initiative . . "To satisfy our Obiect Me T ks Initiati
“Tao achieve our Jectives EeasUres i 5 Vls:lnn & shareholders & jeclives asures arge nitAatves
Visn-', hw -------------------------- u u Clﬁtﬂme{ﬁ, mt -----------------------------
should we St[‘ategy business
GDDEBF m CILIT -------------------------- DFOCEE E ES mus,t -----------------------------
CUSIOMErS?’ @ (e e e e e e e ————— e I v Al ! R N R ——
Leaming & Growth
“To achieve our Objectives | Measures Targets Initiatives

vision, how will
we sustain our
ability to change
and improwe?”

But 10 years have seen some major improvements to this framework

13



Cause and Effect Relationships
Between Scorecard Dimensions

Corporate
Contribution
Ensuning efective IT
oVvernance
Customer Elrl;::rr:atinn
2ol Vision and st
up for fufure delfvery and
hussi s S‘[rﬂ'[ﬂg}' cofinuous learming
expactations and growih
Operational T
Excellence ‘
Performing the IT
@ cause SERS e e
A Friect
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Sample IT BSC Measures

Corporate Contribution

Customer

Ensuring effective IT governance
+ Align IT with business chjectives

* Deliver value

* Manage costs

* Manage rizks

* Achieve intercompany synergies

Future

Orientation

Measuring up to business expectations

Service Provider

* Demonzstrate competitive costs

= Deliver good service

Strategic Contributor

= Achieve positive impact on business
processes

* Enable achievement of business

strategies

Operational Excellence

Orientation

‘ sammmnnny I nfurmﬂtiﬂn

Building the foundation for fulure delivery

and confinuous learming and growth

+ Attract and retain people with key
competencies

* Focus on professional learning and
development

* Build a climate of empowerment and
responsibility

* Measurefreward individual and team
performance

* Capture knowledge to improve performance

h, 4

Performing the IT functions with increasing credibility and impact
) fional Excelk N .

= Mature internal IT processes
* Manage operational senvice

Business Parfnership

* Support technology users

* Deliver succezsiul IT projects

performance

platforms

» Achieve economies of scale
= Build standard, reliable technology

= Deliver successiul IT projects

* Plan and manage |IT service delivery

* Understand business unit sirategies
Technology Leadership

* Understand business unit sirategies

* Propose and validate enabling solutions
* Understand emerging technologies

* Develop enterprize architecture




" [USER ORIENTATION

How so users view the IT department?

To be the preferred supplier of
information systems

Strategies
o Dreferred supplier of applications
o Preferred supplier of operations
o Vs propose of the best solution,
from whatever source
Partnership with users
Tzer satisfaction

OPERATIONAL EXCELLENCE
How effective and efficient are the I'T
processes?

Massion

To deliver effective and efficient IT
applications and services

Strategies
o Efficient and effective
developments
o Efficient and effective operations

BUSINESS CONTRIBUTION

How does management view the I'T
department?

To obtain a reasonable business
contribution of I'T investments

Strategies
o Control of IT expenses
o EBusiness value of IT projects
®  Drovide new business capabilities

FUTURE ORIENTATION

How well 13 IT positioned to meet future
needs?

Mission

To develop opportunities to answer future
challenges

Strategies
Training and education of IT staff
Expertise of IT staff

o FEesearch into emerging
technologies

o  Age of application portfolio

T
Balanced
Scorecard
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“Big-company” Responce to
icreased Complexity

Origins
* Multi-company research from 1990’s
undertaken by R. Kaplan & D. Norton
aimed at developing alternatives to purely
financially based performance
management tools (e.g. budgets)

» Early Scorecard experimentation at
Analogy Devices Inc. documented from
1987

Purpose

* Originally a performance measurement
tool

* Now a strategic communication and
performance measurement framework
Underlying philosophy includes:

* The importance of clear communication
of goals and priorities

* The benefits of learning & team-working

Financial Perspective

"If we succeed, how will we * Profitability
look to our owners,/principals?® | @ Growth
® Shareholder value

Customer Perspective

*To achieve our vision how ® Price
must we look to our customers?” | ® Sewice
® Quality

Internal Perspective

excel at?" ® (Gost

"To satisfy our customers, what | ® Cycle Time
management pro¢esses must we ® Productivity

Learning & Growth Perspective

“To achieve our vision, how
must our organisation leam and
improve ?*

#* Market Innovation
 Continuous leaming
# |ntellectual Assets
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From Management Control to
Strategic Control tool

Since its introduction two distinct
applications have emerged:

e Strategic Balanced Scorecards;

¢ Focus on what the organisation is trying to
achieve

+ Work out what needs to happen to achieve it
* Monitor whether it is achieved

e Operational Scorecards;

¢ [dentify the most important processes to be
monitored

¢ Define which aspects of the process to monitor
¢ Agree on what is considered best practice




All Organisations need to do what
needs to get done ...

This development of Balanced Scorecard
for strategic control and the management
processes underlying it, has made the

Scorecard an increasingly useful tool for Vision |

organisations of all kinds and sizes. N
Strategy

It helps them successfully identify, (

pursue and achieve strategic goals Financial Perspective

L9

Internal Perspective @

% External Perspective

Learning & Growth Perspective



Business Balanced
Scorecard

Financial

Customer

Process

Learning

IT Strategic
Balanced Scorecard

Financial

Customer
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Best Practice



Best Practice BSC has Evolved

First Generation Balanced Scorecards
broke new ground by combining financial and
non-financial performance measures grouped
into four perspectives

Second Generation Balanced Scorecards
defined strategic objectives, linked together
using a causal ‘strategy map’ to help identify the
activities and results that needed to be
measured

Third Generation Balanced Scorecards

use the creation of a “Destination Statement” as
the starting point for choosing Strategic
Obijectives, selecting measures and setting targets




1st Generation Balanced Scorecard

Financial
“To succeed Objectives Measures Targets Initiatives
financially, how
NIk T e e e
appeartoowr [T T TTTrTTTTTTTT ST T
shareholders? F==—— -t e e e e e e e ———
Customer Intemal Business Processes
Obiecti M Targets | Initiative P o satisty our Obiecti Me Targets | Initiati
“To achieve our jecives edsures arge niti 3 VlSl(]]]. & shareholders & |eClives asures arge nitiatives
should we St[‘ateg}’ business
appear to our [ —————— processes must [T T T T T m T m S m g e ————
customers?’ @ e e e e e e ———————— weexcel at?? Femmmmmmb e e e e -

“To achieve our
vision, how will
we sustain our
ability to change
and improwe?”

Leaming

& Growth

Ohjectives

Measures

Initiatives.
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2"d Generation Balanced Scorecard

Plus a set of
measures!

/C

Financial

Customer

o

Internal Business Processes

Learning & Growth
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3rd Ganeration Balanced Scorecard

Plus a
set of
measures!

Destination Statement

Financial & Relationships
Market
Strategic Linkage Model
Processes
Capabilitie{ | Outcomes

slilelie
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Key Components

Strategic Objectives
developed directly
from a detailed
Destination Statement o rorte.
* To build management consensus future date called a
Destination Statement A
s To articulate the intended results of implementing the natien o Destinaticn
chosen strategy Statemnent
Strategic Linkage Model
* To identify what actions must be taken, and what
interim outcomes are required, to deliver the strategy
Measures & Targets
* To track whether aobjectives are being achieved
* To drive the right management actions
Strategic Linkage Model
g
B ey T
a N o OV Cosmman - ¥
. R sty C—ﬁ'i;-) = e ---
] E= R e A
= ISP LN N HES et
Chamly i 1 o Heiaxd e “ [T} otk cord st ey e Pkt | 2
Causality is - =] -
shown by S 2De: = = |a
linkages @ ‘
between the
objectives ..

selected




Best Practice & Development
Key learnings

Realisation of organisational strategy requires
that managers have access to appropriate
information and to the interventions needed to
control organisational activity

3rd Generation Balanced Scorecard gives
management this ability

Control is greatly enabled when the following
elements are in place:
¢ Clarity of direction (Destination Statement)

* Agreement on how to achieve the strategy
(Strategic Objectives)

¢ Understanding of causal relationships
between Objectives (Strategic Linkage Model)

o A well considered set of Performance
Measures

An effective design process is a pre-requisite to
building a modern Balanced Scorecard

The design process can be straight-forward, but
requires genuine management involvement

Design can be completed in about 3 months;
embedding the Balanced Scorecard typically
requires another 3 months



Use Multiple BSCs to Align the Organisation

Strategic Linkage
Models relate to

External delivery of the
Strategic Destination Statement

Factors

-
Top Level

Ensuring all Balanced
Scorecards ‘add up’ to
deliver higher level needs is
a collective responsibility of
the level

Second Level

Local
Strategic
Factors

Cascading is primarily
through Destination
Statements
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Supporting Causual Thinking
A change management framework

» External Environment

Leadership i Organisational o
¥ Culture
>

—»  Mission & Strate
ay A .4

.

Individual & Organisational

<

Performance
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/ Causes of Strategic
Implementation Failure

Adopting Unrealistic Strategic Visions
Not Identifying the right Strategic Goals

Lack of top team consensus on or
ownership of Strategic Vision and Goals

Poor Communication of Strategic Plans

Weak or lrrelevant Performance
Feedback

Management Processes that fail to
support strategic implementation
activities

Inadequate or Inappropriate Resource
Allocation

Strategic
Planning

Strategic
Control

Management

Control

7. Inadequate or inappropnate

1. Adoption of unrealistic Strategic
visions
resource allocation

2. Not Identifying the right Strategic
Goals

3. Lack of Consensus or ownership
of Strategic Yision

4. Poor Communication of Strategic
Plans

b, Weak or imaglevant Performance
Feedback P

6. Management Processes failing
to support strategic activitios
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Practical Approaches



Improving Articulation of Strategy

Causality is shown by
linkages between the
objectives selected

|

* The “objective driven”Balanced Scorecard has
emerged as best practice from years of
development around the world

- They are more flexible, and easier to develop,
communicate, maintain, and “cascade”

- They have been proven across a wide range of
industries and functions

Strategic Linkage Model

Vision Statement

Cimtriestion

Hatem Yok

Saiem avenus: £ 50Vl Hox more then

™ Vit ity 5
Coptal Empioyed: Fommwita GSmika o LR b e e s P (o
~ SamghT o pre

5 rwind | riroaecion o B Acks i usgeran

. ‘Crvarai: DO waen 2n an =¥icp 10 FUACG Co's sanksng
Brarding: Ciear trand propoilione ! e oy 3czourde 17 e counky (e F 0 categany)

BT . Strategic Objectives
o developed directly from a

detailed “vision” of the
organisation at a future date




Enchanced Communication and
Feedback Tools

~

What do we want to
achieve and what

Create /
amend
strategic vision

R::&e:;:;gué}s Create/change must we do to
Sfrant Iinken_:| sti_'ategic achieve it?
assum ptions objectives

“ Balanced

,.’ Scorecard
(— SRS

%
~

Are we doing what we

Develop/revise set out to do?
measures &

targets

Take action

/




Enchanced Communication and
Feedback Tools

08.12

Board level
Scorecard
process

ate/change
nked strategi
objectives

Operational :
Scorecard
Take action measures &
targets

process

upport function
Scorecard

34



How Successfully Identify and
Achive Strategic Goals?

Clear sense of direction:
* Where is the organisation headed?

Profound understanding of the business
model:

* |s the organisation doing all the things it
needs to be doing?
Ability to focus and prioritise:

» Striking the balance between long-term
development and short-term operational
pressures

Agility: flexibility driven by learning:
* |ncorporating hew knowledge in the

strategic and operational planning
processes

35



Balanced Scorecard Design
for SME



Articulation of where to go and how
to get there

Similar process steps to design in large
organisations

e | ess complexity and fewer people generally
speeds up the process in SMEs

Best practice design of Strategic Control
Scorecards:

* |s ateam effort involving future users - this
approach secures understanding and
ownership of the Scorecard while securing that
the logic of the Scorecard builds on the
operational insights of its users

¢ |s based on a jointly held strategic vision - a
clearly articulated and detailed description of
success at some specified time in the future -
the Destination Statement

* |dentifies key strategic activities and outcomes
-“What do we have to do in order to realise our
vision for the future and what results do we
expect to see from our actions?”

Vision
"
Strategy

T

Financial Perspective
Profitability, growth, value

B &

External Perspective

Perceptions of: price, service quality

Outcomes |

Internal Perspective

Cycle time, productivity, processes

Learning & Growth Perspective

Skills, knowledge, development
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Development of Relevant
Measures and Targets

Development of measures follows
clarification and agreement of strategic
objectives, because measures track
progress in achieving those objectives
against agreed targets [

* They are the warning lights signalling
whether the agreed activities are being
undertaken and whether they produce
the expected outcomes

¢ Targets are derived from the Destination
Statement

¢ In SMEs, measures and targets often
function more as mental and verbal
checks rather than informing rigorous @

Financial Perspective

i
L

and formal procedures

Extraordinary activities and projects
(initiatives) furthering achievement of
objectives need to be identified and
prioritised

» This may be new or ongoing projects, but
they are prioritised based on their \ 4
importance in relation to the achievement
of strategic objectives

e
=

ORI )
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Strategic Linkage Model —
Example

|

External | Financial

Grow a Decrease
Revenue Costs
Best value Preferred riority
for money ~ Partner client
/ T\

Lean j.l.t. Pooling
manufacturing purchases :
= il

S

Internal

Top
production/
logistics staff

Learning
Al €01 W SRl Relations [perspective
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Focus and Prioritisation

Management attention needs to remain focused on
execution of what is always top priority activities

and results
* The degree of formality needed to monitor and
evaluate measures and targets, amend the Vision
Destination Statement, and strategy as well as
monitor and re-prioritise implementation of
strate_gic !nitiatives depu_'-:-nds on culture and Strategy
organisational complexity N —
s No expensive administrative procedures are
required if discussion and mental checks work Monitor Update & prioritise
'
Coordinating SME activity through clearly
understood str_ategic directiqn frees up valuable Objectives Measures Initiatives
management time from detailed management

control allowing for increased focus on
organisational development

Communicate & align

Successful organisational alignment towards
achievement of an overall vision requires budgets, Budgets & Operational
operational plans and tools to reflect the priorities plans tools

of the Balanced Scorecard

SBU Strategy




Understanding the Business Model

Not only established SMEs can benefit from
using the holistic planning framework of the
Balanced Scorecard

The approach can be applied successfully to
planning of new ventures as it;

¢ Furthers clear articulation of goals and how
to achieve them

¢ Helps identify risks and weaknesses in the
plan

Communication of a clearly articulated and
logically constructed plan supported by an
efficient approach for monitoring its
implementation supports backing by external
stakeholders

¢ Recent Ernst & Young research shows that
35 % of investor decisions are influenced by
non-financial issues
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Increasing Flexibility and Learnig

The Balanced Scorecard process combines
a double control and learning “loop”

* |t helps control achievement of long-term
goals, the vision, as well as controlling
the undertaking of activities deemed
most important for succeeding

¢ |n addition, effective Scorecard measures
enable an inclusive approach to
structured learning about management
teams’ theories about which activities
produce which results (cause-and-effect
relationships) — a discussion based on
facts rather than hearsay

* Combined with observations about
changes in the external environment this
experience informs the ongoing
evaluation of what needs to change —
“our behaviour or our goals?”

Create /
amend
strategic vision Y.

| Review results

and cause &
effect

assumptions

'. Create/change
linked strategic
ahjectives

=

What do we want to
achieve and what
must we do to
achieve it?

Balanced

Scorecard

Develop/revise
measures &
targets

Take action

7
4

Are we doing what we
set out to do?

v
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BSC Helps Teams Achieve their
Goals

Balanced Scorecards used at the centre
of the strategic management process
effectively address the key challenge of
most organisations - the need to identify,
pursue and achieve strategic goals

They support
e A clear sense of direction

e A profound understanding of the
business model

e An ability to focus and prioritise ‘ ' '

¢ Organisational agility
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BSC Is a Top-down Methodology

The BSC is a top-down methodology that
examines organizations from

— internal and external,
— financial and non-financial, and
— short- and long-term perspectives.

The philosophy of the BSC is that
organizations are more effective when guided

“A good scorecard 1s more
than a collection of metrics.
It tells the organization’s
strategy.”

Debra Whitaker
BSC for Government, Inc.

and aligned by their mission and vision and
when focused on multiple perspectives.

A good balanced scorecard is a mirror of an
organization’s strategy.

The performance measures translate the
strategy into action.

The term “balance” comes from an examination
of multiple perspectives instead of a single
financial perspective.

It is not “balanced” in a mathematical sense
where perspectives are assigned weights to
calculate a final score.
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