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BLUTEAU DeVENNEY & COMPANY:
HELPING SUCCESS COME NATURALLY

Arrested Development:
Why is the Strategic Planning Process not working?

By Michael DeVenney
Bluteau DeVenney and Company

Highlights

The strategic planning process is like “some primitive tribal ritual ...
there is a lot of dancing, waving of feathers, and beating of drums” with
“always some mystical belief that something good will come of it.”

From our study, strategic planning does not translate into great performance for most
organizations:

> Only 8% of strategies actually generate results as planned with 37% failing totally.

» Only 11% of executives feel their strategic planning process is worth their investment of
time.

> Leaders were given an overall score of 69% on the ability to connect strategy to results
for their organizations — a C+!

Strategy is crucial for organizations to be competitive and successful. So why is it not working?

Leaders are responsible — the buck stops in the corner office. Leaders should spend about 25%
of their time on strategic planning yet typically invest about 8% - and that time is often focused
on short-term tactical issues rather than strategy.

The end result is organizations that are reactive rather than proactive. People are not clear on
what is important and spend time doing second things first. In our research we identified six
challenges that block leaders and businesses from being strategically effective.

> Leaders drive strategy from an agenda that is ever-changing and focused on the short term
— the organization suffers from shiny object syndrome

> Commitments of time, resources and effort don’t match the convictions of the strategy — the
organization is distracted

» Progress on strategy is not measured — once the strategic plan is bound from the annual
offsite, performance is not tracked against the plan

» Strategic planning does not happen in real time — it is an annual event that is structured for
reporting rather than thinking and decision-making

» Communication of the strategic plan throughout the organization and the year is rare to
non-existent — people don’t know what it means and what they should be doing to
contribute

» Human resources are rarely included in strategic planning — people may be a pillar of
success but are an after-thought in the process
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Bottom line — organizations capture 63% of their potential financial performance and, as a result
leader credibility suffers.

Strategic planning done right builds prepared minds, provides a framework for executive decision-
making, and acts as a catalyst for employee engagement — the real competitive advantage.

Strategic planning is the business success multiplier with the potential to increase the profit margin by
1.6 times. Would you rather a 32% profit margin or a 20% profit margin? Apparently, most leaders
prefer the 20% model.

Leaders need to take a strategic approach to strategic planning to simplify, leverage, accelerate and
multiply results for the organization.

Sharpening the Game
Our business world today is subject to a tightening vise.

» Customers have much higher expectations — the internet has changed everything in that our
customers are now more informed and demand more value in turn.

» Competition is much greater and organizations constantly need to increase the value they
provide to customers to avoid commoditization and irrelevance.

> The pace of innovation is much faster to keep ahead of the curve, we have to think not only of
how customers use our products and services now but how they will need to use them in the
future

> With the increasing global interconnection, the complexity of the variables facing business is
much greater — analysis can no longer be linear, it needs to be branched.

Leaders and organizations need to think, plan, and act strategically to be competitive. Yet, research
shows that 37% of strategies fail completely and only 11% of executives feel their strategic planning
process is worth the time invested in it.

Our survey of Atlantic Canadian business people revealed that organizations rate their leaders as a
69% (a C+) in terms of strategic effectiveness. Leaders received their highest ratings in terms of
establishing clear expectations for strategy and assigning responsibility for results, yet lagged in terms
of providing the support and direction to implement the strategy.

Can a C+ maintain competitiveness?
What we are seeing in business today would say no.

> Leaders are losing credibility and not generating results as expected — leader turnover at the
CEO level is increasing at a faster rate than at any other position in organizations

> Employee turnover is increasing — up 22% in the past four years alone

» Customer loyalty is declining

> Profitability is declining — organizations are capturing 63% of the potential financial
performance of their strategies

Strategy matters! The responsibility lies with the senior leaders — the CEO and executive team.
Strategic planning needs to shift from being an annual offsite budgeting event that creates a soup of
goals, objectives, initiatives, results, pillars and plans. Once the strategic plan is printed and bound ...
it is usually filed.



The organization does not know what the strategy means! What actually happens is the result of a
focus on tactics with decisions made from reactions to events - strategy has fallen by the wayside.
Leaders become myopic and focus on the short term issues developing amnesia in regards to the
strategic plan.

Many organizations become strategy challenged

e In many cases, strategic planning is leader-driven ... 52% of organizations report that the
CEO sets the strategic agenda. Leaders face the tension between realizing short term
performance to please stakeholders and building sustainable competitive advantage for long
term success. Unfortunately, tactics typically win out and leaders are reactive rather than
strategic.

e Executives experience commitment creep — a series of small commitments on a daily basis
result in time being spent on things not related to the strategic plan. Research recommends
that 25% of an executive’s time should be spent on strategy — in practice, executives report
spending about 5% to 8% of their time on strategy and that is often not related to the
commitments of the strategic plan.

e Although responsibility may be clear, accountability is not present in most organizations’
strategic planning process. Clear metrics are not established and progress is not tracked —
our survey ranked companies’ measuring of performance the lowest of strategic attributes at
61%.

e Strategic planning is often misplaced as an annual, budgeting offsite — the timing and the
structure are all wrong. Decision-making becomes ad hoc. To be effective, strategic planning
needs to be ongoing throughout the year, related to creating customer value (budgets result
from the strategic plan), and inclusive of all levels of the organization (not just the senior
team).

e The talent war is on - people are one of the key pillars of business success, yet the human
resources function is rarely represented at the senior table and the strategic planning process.
HR is seen as a transaction. In an executive survey, 59% of organizations do not integrate
human resources in the strategic plan — a key reason for the challenge in team alignment.

e Strategy is rarely talked about after the offsite — regular meetings talk tactics and little
feedback is provided for employees (or anyone) in terms of how the organization is
performing against the plan. The lack of communication on a clear and consistent basis was
ranked as the key problem for organizations not executing on strategy — people do not receive
feedback on progress.

In the end we waste time, money and energy. We lose customers and do not perform to our potential.

We look to our leaders to take responsibility. If the senior leadership team could improve the
effectiveness of the strategic planning process, organizations could execute on the plan. Proactive
strategic planning has a multiplier effect on the organization estimated at 1.6 times the way
organizations work today. Increasing bottom-line profit by a factor of 1.6 is well worth the effort.

Employees know what is most important — understanding the needs of the customer. Employees also
understand the consequences of not achieving the strategy.



Leaders need to make the strategic planning process work by being both focused and flexible.
Strategic planning works as a participative, ongoing process. Strategy starts and ends with
understanding the customer — where they are and where they are going. Budgets are a by-product of
strategy — not the foundation. Strategy should be integrated with the organization — involving people in
its formation, communication and feedback. Metrics should be clearly attached to strategy with
progress tracked and communicated throughout the year. Commitments of time, energy and
resources at all levels of the organization would be matched to the convictions of the strategic plan.

Effective strategic planning is proactive and responsive — not reactive and transactional.

2. The State of Strategic Planning Today

Strategic planning is crucial for building sustainable competitive hrcim
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advantage in today’s complex and changing world. Without effective

by challenges, and do not build the capabilities needed to succeed
over time.

Picture this: you are just coming away from the annual two-day
offsite with the team. You worked through the agenda of 17 items —
moved through five on day one and sped through the remaining 12
on day two. Following the 87-slide PowerPoint presentation of last year’s performance, you itemized
the 11 strategic objectives. After a little discussion, you set the budgets for each area and generated a
list of the 21 initiatives. You feel exhausted and hopeful.

What happens now?

Not much according to our research. Studies have shown that organizations fall off the strategic
planning wagon within the first month. After one week 89% of organizations are focused on the plan —
in one month, only 6% of teams remain working from the plan.

The strategic plan is generally hole-punched put in a binder and stored — even uploaded on to the
website. Weekly team meetings then talk about what has happened recently, problems and
opportunities, and then move on to the next key issue. The plan is forgotten.

Rather than an explosion, it is like a slow leak. Once we leave the offsite, we are distracted by two
organizational phenomena — the commitment creep and the shiny object syndrome.

e As each day passes, we make small agreements here and there to take this on, to assume
responsibility for that, and to review it all. In about one month, most of our time is taken up by
small commitments that have crept onto our agenda, pushing aside the drivers of our strategic
plan. It happens without us even noticing, until six months, later you are feeling frustrated by
the lack of progress.

e There are always great ideas — just when we agree and commit to a strategic plan someone
brainstorms the next great thing and we are off and running. Rarely do we navigate our
decisions on new ideas against the strategic plan — it sounds good, so let's go. Again, we veer
off the path and follow the bouncing ball — some good may come out of that but mostly it takes
our eye off the plan and we become over-extended and not focused on progress.



Follow a communication plan so everyone understands the strategy and their contribution to
the success of the plan
Structure ongoing meetings to keep strategy front and center throughout the year

Strateqgic Involvement

We still encourage the annual strategic offsite with a few changes:

The focus of discussions is to understand the ongoing needs of the customer, the competitive
landscape and the organization’s current position ... not tactical action planning

Prior to the offsite session, employees at all levels should be asked a few critical questions for
their insights and opinions on the organization and the customer — such as:

o

o

o

(¢
o

What are the key challenges you see in our business to providing value for our
customers?

What are the key opportunities you see for our business to increase value for our
customers?

What are the key capabilities we need to provide in our business to support you to work
your best for our customers?

What are the key results we should be focusing on to win with our market(s)?
What are the key benefits you feel our customers are looking for from our business?

Include the right people in the offsite session — invite people not just by title but rather by the
value of the perspective they will bring ... make sure HR is seated at the table along with
people from different areas and levels in order to give a rounded, realistic and overall view

Format the offsite session for discussion, sharing perspectives and deciding on general
strategic direction ... not for budgeting and tactical planning. There should not be a soup of 12
or 19 agenda items — it needs to be more of a, blue-sky forum to place the organization
strategically. Here is a general structure:

(o]

Assess the trend of business results to date — for last year and the prior 3 to 5 years ...
look at trends rather than numbers

Think about your business and identify the five or six competitive factors that affect
demand and how consumers make purchasing decisions. You determine how the
business works today — how do you compare on the competitive factors as opposed to
your competitors.

Where do you go from here? There are six basic patterns to strategic planning for
customers — The Six Paths Framework.

* Path 1 - Look Across Alternative Industries ... The space between alternative
industries always provides room for value innovation. What are the alternative
industries to your industry? Why do customers trade across them?

+ Path2 - Look Across Strategic Groups within Industries ... Looking within your

group brings tunnel vision — look to understand what factors customers use to
trade up and down between groups. What are the strategic groups in your

11



industry? Why do customers trade up for the higher group and down for the lower
group?

* Path 3 - Look Across the Chain of Buyers ... Purchasers of the product/service
may not be the actual users — there may also be influencers as well. What is the
chain of buyers in your industry? Which buyer group does your industry generally
focus on? If you shifted the buyer group of your industry, how would you unlock
more value?

* Path4 - Look Across Complementary Product and Service Offerings ... The
key is to define the total solution buyers seek when they choose a product or
service. Think what happens before, during and after your product is used. What
is the context in which your product/service is used? What happens before, during
and after? Can you identify the pain points? How can you eliminate these pain
points through a complementary service or product?

* Path5 - Look Across Functional or Emotional Appeal to Buyers ...Does your
industry compete on function or emotion? If you compete on emotion, what
elements can you strip out to make it more functional? If you compete on function,
what elements can be added to make it emotional?

+ Path6 - Look Across Time ...By looking across time — what industry offers
today versus what it may offer in the future — you can actively shape your
company'’s future offering. What trends are affecting your industry? How will those
trends impact your industry? How can you open up new customer utility given
this?

o Summarize and focus from these discussions the four or five key areas for strategic
initiatives. The end result of the offsite is to gain a strategy canvas of where your
business is now and where it should be going to remain competitive within your market.

Drivers of Success Strategy

Following the strategic blue-sky offsite, the leadership team should meet separately to determine
desired results from the strategic initiatives, specific actions and measures.

Vilfredo Pareto is the 20" century economist who posed the
theory that 80% of all wealth in a society is concentrated in 20%
of the population. The Pareto Principle has also been found to

be true for almost all areas of life. o

RESULTS

Pareto is particularly correct in terms of strategic success. The
80/20 rule certainly applies to our business results in that 20%
of our activities generate 80% of our results. The Law of
Increasing Returns outlines that the more you focus on the few
things that represent the most valuable use of your time, the
better you become at those activities and the less time it takes
you to accomplish them — your return on effort and energy increases.
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The Pareto impact is magnified when applied to an organization — there is good leverage and here is
an example of bad leverage. When leaders at the top are not focused on the 20% activities that
support business success, the problem is multiplied throughout the various levels of the company.

We need to be more effective.

“Intelligence, imagination and knowledge are essential resources for success
but only effectiveness converts them to results.
By themselves, they only set limits to what can be achieved.”
Peter Drucker

Effectiveness can be learned. There is no effectiveness personality or gene. We can all be effective.
Effectiveness is simply a matter of adopting a set of habits — habits that we can learn at any stage of
life. These habits can be deceptively simple but hard to acquire — repetition is the secret.

What are the habits of effectiveness?

Know where time goes in the business.

Focus on the results expected from the business based on the strategy.
Build on the strengths of your people — do not perfect weaknesses.
Focus on your key greatest impact actions.

Follow a regular reflection and feedback process.

arwbdPE

Most of us are more occupied with efforts than results.

The first step in being more effective is to identify your strategic Drivers of Success.
Identify the most valuable activities for your business that will support the strategic plan. Focus on
your results — start with the end in mind.

e What are your key strategic goals?
e What are the results you want to achieve from these goals?

You need to specifically identify the results you want to see to be able to focus
your actions in the right places. Once the results you want to achieve are clearly
identified, you need to think about the actions that are required in order to
generate those results. Work back to what has to be done to get those results.

These are the Drivers of Success.

Simple Strategic Scorecard

Your ability to set specific measures for your goals, keep an accurate record and track your
performance will magnify your success.

The problem is that no matter how important, exciting or easy our strategic goals may be, our good

intentions do not naturally lead to good results. Most of us use hope as our key strategy - hope is not
a strategy!
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Not realizing what you want is a problem of knowledge, not pursuing what you want is a problem of
motivation and not achieving what you want is a problem of persistence.

“Unless | can make this plan happen it just doesn’'t matter”
There is the challenge.
Following through is more a matter of circumstances than character. The human mind works very well
with step one and figuring out what has to be done. It is a little slow on the second step and actually
doing it.

How can you shape your environment to make your intentions work?

Measurement matters! What gets measured gets done. Measuring the actions
you need to take to get your desired results is the key to following through.

.

Measuring with a strategic scorecard provides a tool to focus energy for long-
term success — identifying the most important objectives and actions to focus

!4

attention and resources on. 7 A,
v

w

Measuring clarifies expectations, builds confidence and boosts motivation. )

Measuring is not just about keeping score — measuring the right things drives o O

positive change. ¥y X

| o o O)
In measuring your progress — and it is about your progress and not what ——

someone else sets for you — you increase your persistence and motivation in
three ways:

e You use the strategic scorecard first, to plan and set targets (enabling you to quantify
expectations for results - giving clarity), identify the key actions you need to take to achieve
the results (providing focus) and establish a visual for progress for follow through, support,
and motivation.

e You update your scorecard regularly, translating your own personal vision of success into real
actions. You link goals with measurable strategies. You can use your scorecard to
communicate the true essence of your strategy, align other people’s tasks to support your
momentum and enhance insights and learning from your actual progress.

e Your most important outcome of measuring is reflection. When you measure and then pause
to reflect on the results of your measurement you can honestly assess what has worked and
what hasn’'t worked and move forward positively making changes where necessary.

You use your scorecard for your organization’s results:

You gain clarity and consensus about expectations

You achieve focus on what each person has to do to contribute
You develop better leadership and management

You ensure strategies are working

You educate the group and gain valuable insight

You set reasonable and balanced targets

You align actions with meaningful success

NogakowhE
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We are working in complex environments, therefore an accurate and continually developing
understanding of our goals and actions is vital to success. Your scorecard provides the instrument to
navigate the path to future success.

From here:

o Define your most meaningful results
e |dentify the required actions
e Choose the right measures

Take these steps to set up your own scorecard for success and make measurement matter. Your
scorecard develops a unity of purpose.

Your scorecard helps you communicate strategy and do the right thing.

e |t describes your vision of success and provides a shared understanding of what is important
for you and your business to do and to achieve.

e It creates a framework to link all of your actions and results.
e |t focuses your efforts and energy
e |t helps you follow through — if the right actions are measured, you will do it.

Your scorecard tells the story of your business — shows clearly the connection between your driving
actions and the results meaningful to you for success.

Communication Plan

The key success factor for communication is consistent repetition of a simple message.

What employees need to hear are three things:

° What's the point?
° What's my part?
. What now?

With the strategic plan and scorecard in place, the leadership team should hold communication
sessions with the employees to simply spread the word.

e  Outline the key strategic initiatives and the reasoning behind this direction (include
comments taken from the initial employee questions) — we need to know why.

e Talk about the general strategic actions and how each department contributes to the success
overall and help people find their part to play — we need to know what.

e Discuss how the leaders will keep people informed of progress and how they will report back
regularly (in person each quarter or at least semi-annually, and monthly through email or
memo messages) — we need to know where we are.

Leaders simply need to repeat the message consistently throughout the organization and throughout
the year to help employees see the big picture and also their part of it.
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Even if the progress is not positive, leaders should continue holding “spread the word” communication
sessions and continue building investment. It is amazing what perspectives will come from these
sessions.

Strategic Meetings

Strategy and tactics should be discussed separately in meetings. The leadership team should meet on
a monthly basis for about two hours to review the scorecard progress and talk about five points:

What is the status of our progress to date on the strategic plan?

What have been our positive accomplishments and how can we build on them?
What has been working and what hasn’t been working to support our progress?
What have we learned and how does it impact us going forward?

What's new and does it impact the strategic plan?

Use a simple format where the scorecard is distributed to all leadership team members prior to the
meeting. The meeting can then be used to discuss, reflect and decide on future actions - doing this
will greatly support strategic success.

Leadership team members should also be having similar meetings with their teams each month with
everyone providing direct feedback on a regular basis.

Initiating these shifts in the strategic planning process will support your organization to clarify what is
most important for sustainable competitive advantage, focusing on the key strategic actions and
supporting the follow through to achieve success.

For the leaders who make these shifts successfully, the rewards are quite simply more money, more
time and less stress.

5. Questions for Reflection

Leadership is the true competitive advantage of an organization. Right now, organizations are facing a
theme of “arrested development”. Business success could be greater than it is presently but great
strategy falls prey to distractions.

The cycle of reacting to short term performance requirements saps the organization’s ability to deliver
sustainable and enduring competitive success. Leaders become myopic and distracted while
organizations lose direction and do not perform to potential.

We lose money, we lose opportunity, and we lose people.

Building a strategic planning process that truly acts as the North Star for the business provides the
winning navigation for organizations and their employees to succeed in both the short-term and in the
long-term. The end results of an effective strategic planning process are clarity and confidence, which
play through to a greater focus on what is most important for success — improved customer
satisfaction and the resulting boost to profitability.

As a leader, you can gain clarity of where your strategic planning process is right now by asking
yourself — and your leadership team members — the following five questions.:
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1. What are the key challenges in how our organization uses strategic planning? On a scale of 1
to 10 (10 being the highest level of success), how would you rate the effectiveness of our
strategic planning on our business results?

2. What are the key opportunities for our organization that would result from having a more
effective strategic planning process? What would be the impact on the customer, the
organization and the employees?

3. What are the key capabilities we need to add or build to realize a more effective strategic
planning process? For executives, for managers, for employees?

4. What are the key results we want to realize from our strategic planning process? How would
we know the process is working?

5. What would be the key benefits that our organization would gain from having a more effective
strategic planning process?
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What are our best first actions?

For support in putting the five core recommendations in place for your organization or team, please
consider the following:

» Investigate the Strateqic Blue-Sky Session as facilitated by Bluteau DeVenney & Company
by emailing, in confidence, to our Organizational Consultant Jamie O’Neill, at
Jamie@bluteaudevenney.com. Customized one- and two-day sessions will walk your
organization through practical and innovative exercises to clarify your strategic positioning and
the plan to follow through on building your sustainable competitive advantage.

Coming Soon....

> Define your organization’s strategic drivers of success by purchasing and downloading our
practical workbook, Driving Effective Strateqy. The workbook will help you clarify what is
most important to your organization’s strategic success and translate that into actions for your
business to realize your best results.

> Putin place a strategic success scorecard for your business by participating in our e-course,
Executing Strateqgic Success. The e-program will provide practical directions over six
sessions to clarify your key strategic drivers, focus on the actions to achieve your best strategic
results, and follow-through with effective communication, assessment and decision-making on
progress.

> Work as a strategic leader by gaining the concepts and templates through our e-workshop,
Being a Strategic Leader, which will be available soon or participate in our open-enrollment
workshop at www.bluteaudevenney.com/workshops.

We would welcome the opportunity to provide you with support in achieving your strategic success.
Please contact our Organizational Consultant - Jamie O’Neill for further information or questions.
Jamie@bluteaudevenney.com.

6. Background and Research Mechanics

In March and April 2008, Bluteau DeVenney & Company informally surveyed employees in
organizations located in Atlantic Canada. The objective was to assess the effectiveness of the
strategic planning process in organizations from the perspective of executing on the plan and working
as a team to achieve results.

Results were received confidentially. Participants were drawn from private and public corporations as
well as non-profit and government organizations in many different industries and sectors.

Responses were tabulated internally by Bluteau DeVenney and Company with no adjustments made
to the participants’ responses.
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7. About Bluteau DeVenney and Company
Vision:

Our vision is to support leaders at all levels find and grow their natural and true leadership advantage
to accomplish their best results.

Mission:

Our mission is to provide an innovative learning forum for established leaders to sharpen their edge
and for developing leaders to find their path through practical and actionable coaching and training.

Clients access solutions with us through our three platforms:
> For Leaders Only — for personal leadership

» The Achiever’'s Edge — for leaders and their teams

» The Hiring Edge — for finding the right people

Through workshops, retreat, conferences, analytics and newsletters we help leaders define their
compass for natural leadership and stay on track for their best results.

Please visit our website at www.bluteaudevenney.com for further information.
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