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Introduction

Managers learn from thinking critically about their own work.
By assessing their own experience and performance, managers
learn more about the phenomena that face them and their or-
ganisations; they gain a greater appreciation of their own behavi-
our as managers. By reflecting on their own practice, managers
become better practitioners and learn how to deal more success-
fully with the uncertainty and the complexity that are their daily
realities.

In his enlightening study of how professionals learn while
doing, The Reflective Practitioner, Donald Schon points out
that although managers do reflect on their actions, they seldom
reflect on that reflection. They seldom articulate what they have
learned. ‘Hence this crucially important dimension of their art
tends to remain private and inaccessible to others’, resulting
amongst other things in the ‘mysteriousness of the art of man-
aging’ and a weakening of the manager’s ability to help others
learn.!

This book is a contribution to managers’ helping each other to
learn. Most of the papers in the book are written by health
services managers; they are not someone else’s account of what
those managers do or say they do, but the thoughts of the man-
agers themselves on their own work, and on their relative suc-
cesses and failures. The book is a collection of papers which were
first written for discussion during an international seminar on
Managers as Strategists, sponsored by the King’s Fund with
support from the Kellogg Foundation, and held in Canberra,
Australia, in October 1985. The seminar included twenty-four
outstanding health care managers and policy-makers from the
United Kingdom, the United States, Canada, Australia, and New
Zealand. Together, they spent a week trying to come to grips with
the difficult notion of managing strategy, not as an abstract con-
cept but as the application of their own efforts to the problems
and opportunities which they confront as managers. After the
seminar, several of the participants’ papers were revised to reflect
the co-learning that had taken place and those papers are included
here. A complete list of all of the seminar participants is included
at the end of this book.
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Managers as strategists

A manager’s strategy depends upon a number of things, perhaps
most importantly upon the environment of the manager’s organi-
sation — both inner and outer. The inner environment comprises
people, systems, structures and their melding together into be-
havioural patterns that are fashionably referred to as organisa-
tional culture. The outer environment is made up of all the
uncontrollable, often unknowable, uncertainties and complexities
that can influence and sometimes determine the trajectory of the
organisation. A manager’s strategy is formed in an effort to nego-
tiate the boundaries between these inner and outer environments.
But because the inner environment can be more or less cohesive
and the outer environment can be more or less turbulent, and
because both are likely to be changing at any time, strategies vary
between organisations and over time. By the same argument,
strategy for any one organisation at any one time is unique.

The diversity and uniqueness of strategy can make problematic
any group discussions amongst managers of what a strategy is, of
how it is formed, and of what role it has in the management of an
organisation. Each manager’s view is made different by their
diverse and uniqu<©ircumstances. As a result, common under-
standings can be dii\‘icult to achieve, agreements may be un-
reachable, and the value of the discussions themselves may be
questionable. In many ways, the very idea of strategy can plague a
seminar on managers as strategists. And, to some extent, that
happened in the case of the Canberra conference, largely because
of the great variations in the phenomena which managers from
the representative countries encounter in their own work.

While there is an increasing emphasis on management perfor-
mance in the health systems of each of the countries represented
at the seminar, there are marked differences in the levels and
directions of the environmental changes buffeting their respective
health care organisations and managers. The largely private,
heavily-entrepreneurial, market forces of the US health care
industry, for example, stand in stark contrast to the highly-
politicised, public sector manipulations of the British National
Health Service. The result is that while the vocabularies of health
managers in the two countries have their similarities, their
languages are not the same. Similarly, while Canadian, Australian
and New Zealand managers are equally glib with phrases such as
‘clinical accountability’, ‘effectiveness and efficiency’ and ‘en-
vironmental turbulence’, the national and financial contexts of the
organisational changes they are charged with implementing can
lend those words remarkably different connotations.
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During the seminar, these differences were most apparent in
what seemed at first an undercurrent of disagreement about the
nature of strategy. This eventually surfaced, however, as a
lengthy debate, not about strategy at all, but about the role of the
manager in the public sector. The opposing arguments tended to
set the Americans, many of whom saw their roles as entrepeneurs
in a market where only the fittest survive, against the British,
some of whom appeared more concerned about developing their
organisations’ future capabilities than about questions of im-
mediate survival. Managers of the other countries joined in the
argument, but where individual managers stood in the end had
little to do with nationality and more to do with the public or
private ownership of their organisations. At the heart of the
debate was a view that managers in the public sector have com-
paratively little worry about where their revenues are coming
from. Because of this, several of the private sector managers
characterised their public-sector counterparts as ‘more admini-
strator than manager’, carrying out budgetary decisions made by
others in central government, and not having to worry in the same
way about developing strategies that withstand financial uncer-
tainties. Of course, public sector managers disagreed.

Compounding the conflict were the recent experiences of the
British managers — all of whom had been made chief executives as
a result of a 1984 NHS reorganisation that did away with consen-
sus management teams and introduced the position of general
manager. While admitting that income-generation was not as
high & priority on their agenda, those in the public sector re-
garded the need to maximise service provision in conditions of
great political uncertainity as a responsibility as daunting as any
of those of their private sector colleagues. They argued that in
some respects, as for example in the bureaucratic restrictions
placed on their abilities to respond rapidly to change, public
sector managers may face even a more difficult job. Clearly some
public sector health organisations provide more effective and
efficient services than others and part of the reason for this, it was
argued, is better management in diagnosing problems, in identi-
fying and exploiting opportunities, in strengthening organisational
capabilities, and in developing strategies — tasks and processes not
dissimilar to those of the private sector manager.

These differences were never satisfactorily resolved and, in-
deed, the informal debate amongst the managars participating in
the international seminar still rages. But participants struggled
through their conceptual and semantic differences to find shared
meaning and common ground. They were aided by papers, pre-
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pared by faculty of the seminar, which attempted to move discus-
sion toward a more general understanding of strategic manage-
ment and of managers as strategists. These papers are included
here as well. Among them, the paper by Tom Evans, ‘Strategic
Response to Environmental Turbulence’, served as the theme
paper of the seminar, relating the concepts of strategy, organisa-
tional capability and learning to management in both the private
and the public sector. Tom’s tragic death months before the
International Seminar deprived these managers of the insight and
thinking that undoubtedly would have made their joint delibera-
tions even more fruitful.

By the end of the seminar, several clear ideas emerged. They
include the inter-relationship between strategy and organisational
capability; the cycle of diagnosis, development, stability and
learning; the dynamics of content, context and process in the
management of change; the importance of the interplay between
management task and managerial process; and the recognition
that organisations can have many different strategies whose
orchestration is the role of the strategic manager. These ideas
come up time and again in this book. There is no need to rehearse
them here, but it might be useful to cite the observations of Philip
Berman, Director of the European Association of Programmes in
Health Services Studies, regarding the qualities that participants
learned are required of their own behaviour if they are to succeed
as strategic managers:

A mixture of sensitivity and toughness — the former to be able
to gauge both the external and internal environments and to
assess the risks of the failure, and the latter to persist with the
strategies selected and to ensure that the organisation is moving
in a purposeful direction.

The wisdom to refrain from managing the components of the
organisation but rather to provide leadership in two principal
areas: interpreting the environment to the organisation and the
organisation to the environment, and managing the interplay
between tasks and processes when change is required.

The skill to spot both the leading edge of an activity — the
opportunity for the organisation — and its peak and decline, so
that the organisation can engage and disengage to maximum
advantage. In effect this means recognising life-cycles in the
way that any fashion industry has had to do.

A commitment to the importance of organisational learning,
being able to demonstrate how he or she can create success out
of crisis or failure. Leaders must provide the environment,
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motivation and vision for learning. They must also build the
internal capability to cope with continuing uncertainty and
unforeseen situations.?

Structure of the book

The papers in this book are grouped into four sections, each
related to one of the sub-themes that had been identified by Tom
Evans and Robert Maxwell in planning the Managers as Strateg-
ists seminar. These were: environmental assessment; strategic
planning — the process; strategic approaches to management of
change; and the development strategy. Each section begins with a
faculty member’s paper which explores issues related to the sub-
theme. During the sessions of the seminar, these papers provided
general frameworks within which the participant managers con-
sidered their own experiences and from which they tried to draw
out general principles and lessons. Papers written by the man-
agers similarly concentrated on particular sub-themes and these
follow in each section. Because these papers had been read before-
hand, they provided common case studies for group assessment
and critique during each session, but they also prompted other
managers to make associations between the reflections in their
own papers and their own work and the overlapping sub-themes.

Like the seminar’s sub-themes, the sections are not concep-
tually separable or self-contained, nor are the management
actions on which they focus. Assessing the environment, planning
strategy, managing change, and developing organisational capa-
bilities are overlapping, interdependent and simultaneous activ-
ities of the strategic manager. So, in one paper, a manager focuses
on how the popular desires in the local environment are influenc-
ing the direction of his health authority, but we also see the initial
formations of the organisation’s response to those influences and
the processes by which necessary changes are being shaped.
Another manager’s concerns for organisational performance and
development in his medical school are related directly to an
assessment of a tension in the outer environment between the
inadequacy of traditional approaches to medical education and
the public’s strongly-held expectations of doctors’ roles. And yet
another manager considers how the establishment of a new strat-
egic planning approach has provided an opportunity and a focus
for organisational and management development.

Many of the papers highlight personal achievements, several of
them raise risks of potential failure. They each try to identify
what the manager has learned, often by identifying some major
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tasks and changes that lie ahead. But there is no advocacy of a
standardised formula for success. There is no suggestion of a
performance checklist for the strategic manager. What this collec-
tion of papers tries most to do is to use these managers’ reflections
to encourage other managers to look critically into their own work
and to see in it a source for their own learning.

References

1 Schén, Donald. The Reflective Practitioner: How Professionals Think
in Action. London, Temple Smith, 1983: p 243.

2 Berman, Philip. ‘Managers as Strategists: A Report of an International
Seminar’, Hospital and Health Services Review, November 1986.
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Introduction

The first paper in this book is ‘Strategic Response to Environ-
mental Turbulence’ by Tom Evans, who was Director of the
King’s Fund College. This was a working paper that was given to
seminar participants to introduce them to the theme of Managers
as Strategists. The paper was incomplete, a thoughts-in-progress
piece, meant to be redrafted after the seminar discussions. Un-
fortunately, Tom was unable to complete the paper before his
death. Although some of his colleagues have now redrafted the
paper for future publication, it is reproduced here unedited and
in its original draft form. It is that version of the paper which
prompted the seminar participants’ own thinking about strategic
management and thus it influenced many of the other papers
which are included in this book.

Tom Evans’ paper is not only about environmental assessment
— the opening theme of the seminar — but more broadly about
managing in the face of uncertainty, complexity, and change. By
trying to draw lessons from private sector management and con-
sidering them within the different but no less turbulent environ-
ment of the public sector, the paper foreshadowed some of the
debate that emerged in the seminar. The paper begins by explor-
ing the relationships between environmental turbulence, strategy,
and planning as they have evolved in private sector business
organisations. The growth of discontinuity and surprise and the
increasing complexity of the environment are cited, amongst
other factors, as having contributed to a loss of confidence in
conventional approaches to environmental assessment, forecast-
ing and planning. This in turn has placed greater emphasis on
developing an organisation’s abilities to cope with uncertainty and
change and to learn while doing so.

The lessons that have been gained in the private sector also
include a recognition of strategy as a means to guide and control
organisational process and an increased reliance on analysis to
support rather than replace managerial judgement and debate.
Evans considers the applicability of these lessons with respect to
organisations in the public sector, where constraints on man-
agerial actions and the frequent lack of sanctions are sometimes
cited as causes for pessimism amongst public sector managers. He
dismisses this pessimism and argues that the public sector, too,
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requires a new view of strategy to deal with its own brands of
turbulence and limitations. The paper ends by introducing a
conceptual framework for strategic management that links an
organisation’s substantive activities to its capabilities, that integ-
rates organisational diagnosis and development, and that empha-
sises the needs for continuous analysis and for organisational
learning.

This theme paper explores the dynamic interplay between or-
ganisational behaviour and environmental uncertainty, and in
doing so it stresses the need for continuing assessment of factors
in the environment which challenge the strategic manager. In
another briefing paper prepared before the seminar to stimulate
participants’ thinking and writing about specific sub-themes,
three levels of environmental assessment had been identified: first
is a scan of national, regional and local factors; second, a consider-
ation of activities and trends within the industry; and third, an
examination of the implications of these external environmental
factors upon the organisation. The papers in this section that are
written by health service managers demonstrate the importance of
all three levels of environmental assessment.

George Salmond’s case study of how the needs of the Maori
people of New Zealand are beginning to be reflected in the health
policies of that country underscores how important it is for man-
agers to be constantly aware of, and sensitive to, the environ-
ment’s global influences. The Maoris’ needs include those of
personal health care, but they also have to do with cultural
integrity, with social practices and with community politics.
Ignoring any one of these concerns can result in poor local health
service provision but, worse, it can disrupt unconsciously other
national developments in a resurging people.

In the United States, an increasingly competitive economic
climate is making the price of health care a principal considera-
tion in managerial and organisational decision-making. While
many in the US health industry regard the overall effects of these
developments as largely positive, there are adverse side-effects.
Richard Knapp’s paper considers how the shared costs of medical
care and medical education are affected by price-competitiveness
and concludes that the ultimate result might be a medical service
system which nobody wants. His assessment of activities and
trends in the health industry raises important issues for its man-
agers; more generally, it demonstrates the importance of con-
tinuous analysis of the variance between expectation and outcome.

David King’s paper demonstrates the influences of environ-
mental factors not only on organisational process and behaviour,
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but also on the manager’s own values. The strong desire among
people living in his health authority for small local services posed
a fundamental challenge to the philosophy of centralism which
had dominated his thinking as a British NHS manager. In this
case study, the development of strategy is actually a negotiation
with the environment, learning more about what the people want,
and reshaping the organisation to be able to respond purpose-
fully. King concludes by reflecting upon how far he has had to
shift his own attitudes in order to manage these transitions in a
demanding environment.

One point which emerges from the sequence of these managers’
papers is the interrelationships between the various levels of en-
vironmental turbulence. The patterns of services that are de-
manded locally can be encouraged and obstructed simultaneously
by activities at national and regional levels; at the same time,
emerging national trends can unintendedly and adversely affect
an industry’s overall ability to react opportunistically to local
needs. A manager’s response may have to be to incorporate local
pressures directly into the organisation’s processes of change; yet
what may seem a correct response at one level may jeopardise
success at others. Managers must have a clear understanding and
a sensitive appreciation of these interrelationships and of their
impacts on organisational performance and action. Without that,
formulating a strategic response to a turbulent environment
would be doubtful.



Strategic response to environmental turbulence
TOM EVANS

Introduction

The idea that the environment in which modern organisations
work is more complex, demanding and unpredictable than it once
was has dominated the literature of corporate planning and
strategy over the last 20 years. Though the year 1973 and the
OPEC crisis underlined the growing incapacity of planning prac-
tice to cope with environmental change, many of the ideas had
been stated earlier in what are now classic texts.!”> Common to
the extensive literature that has followed is the notion that the
texture of the environment is changing in a way which outstrips
the capacity of traditional methods of prediction, analysis and
adaptation, and which consequently requires the development of
new and greater organisational capabilities. At this point a clear
and profound schism appears. There is a rational orthodoxy,
which believes that a marked improvement in analytical com-
petence is required, but that this is consistent with the assump-
tions and perspectives of existing paradigms. The alternative
looks for a revolution in mind, seeking to define a radically
different paradigm and hence a different focus for corporate
strategy and planning. The schism is ever-present in the modern
literature and in contemporary debates about strategy and plan-
ning, though the assumptions and implicit values of the position
being adopted are not always explicitly recognised in practice.? In
the interests of fair interpretation and of the application of the
reader’s scepticism, I should make clear at the outset that this essay
1s written from a basis which is closer to the second perspective.
Consequently, the argument of this paper depends upon an ex-
planation of the concepts and assumptions which characterise this
perspective and a display of the practical issues which arise from
it.

The term ‘turbulence’ has crept into the language as an im-
mediately recognisable description of a discomforting, unsettling
state of the world, of which we all have experience. Yet the
original use of the term by Emery and Trist* involved a dis-
criminating classification of four states of an organisational en-
vironment and an analysis both of the characteristics of type 4
(turbulent) environments and of the challenges they pose for




12 Managing the environment

organisational effectiveness and success. These characteristics are
described in terms of the interconnectedness of elements in the
environment and their propensity to be dynamically ‘self-exciting’.
That is to say, environmental uncertainties arise and are simpli-
fied not merely as a consequence of the organisation’s own action.
Emery and Trist describe the phenomenon and the appropriate
strategies of response as:

¢ ... the dynamic properties arise not simply from the inter-
action of the component organisations, but also from the field
itself. The ‘ground’ is in motion ... For organisations, these
trends mean a gross increase in their area of relevant uncertainty.
The consequences which flow from their actions lead off in
ways that become increasingly unpredictable; they do not
necessarily fall off with distance, but may at any point be
amplified beyond all expectation; similarly lines of action that
are strongly pursued may find themselves attenuated by em-
ergent field forces ... In these environments individual or-
ganisations, however large, cannot expect to adapt successfully
through their own direct actions ... the solution lies in the
emergence of values that have overriding significance for all
members of the field ... turbulent environments require some
relationship between dissimilar organisations where fates are
basically, positively correlated.”

While neither the full flavour of this concept of turbulence nor the
diagnosis of appropriate responses have necessarily been repli-
cated in the subsequent literature, the two most important
characteristics of the idea are already clear here, namely:

that environmental uncertainty is not merely induced by an or-
ganisation’s actions and that it may not be resolvable solely
through that organisation’s own strategy;

that a quantum leap from traditional organisational responses is
required, not merely a refinement or extension of them. In
Emery and Trist’s case, this is the shift from competitive to co-
operative strategies for dealing with the environment.

These two themes recur in the literature, even though the concept
of environmental turbulence used is often less specific and refined.
In this essay I shall explore these issues of environmental tur-
bulence, corporate strategy and planning in two stages. First, I
shall consider the concepts as they have been employed in the
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private business world. Even there we can detect a substantial
evolution in the concepts of strategy and planning in response to
what are perceived as turbulent environments. In the practice of
strategy and planning, this evolution often surfaces as dilemmas
and questions rather than as any radical shift of method. In the
second part, I apply the ideas of turbulence, strategy and plan-
ning to public services which are not market based, to show that
these conditions emphasise precisely the qualities which we had
identified in emerging strategic concepts in the private sector.

Strategic management and planning

THE CONCEPT OF STRATEGY

The concept of strategy as identifying the common thread of an
organsiation’s activity is now commonplace. So, for example,
Andrews gives a representative view of corporate strategy as:

‘the pattern of major objectives, purposes, or goals and essen-
tial policies and plans for achieving those goals, stated in such a
way as to define what business the company is in or is to be in
and the kind of company it is or is to be. In a changing world it
1s a way of expressing a persistent concept of the business so as
to exclude some possible new activities and suggest entry into
others.”®

Such a view emphasises the importance for, say, a manufacturing
company of finding some themes in developing its products and
the market areas in which it will choose to compete. The private
market-oriented firm is able to make substantial changes over a
period of time in its markets, its products, and its methods of
competition. Not surprisingly the concept of strategy which em-
erged emphasised such changes as a means of dealing with uncer-
tainties (and opportunities) in its environment, and saw strategy
as a means of plotting a coherent and purposive path through the
many options of market and product adjustment open to the
firms. So, one of the classic writers on corporate strategy, Igor
Ansofff’, identified four components of strategy:

1 Product market scope: the industrial areas to which the firm
limits its activities, or indeed whether it does limit itself in this

way.

2 Growth vector: what means does the firm use to seek growth?
For example, further penetration of existing markets, developing
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new products, developing new markets for existing products,
diversification into new product market areas.

3 Competitive advantage: what is the basis of the firm’s competi-
tive advantage in its present or new markets; for example, cost,
product quality, patent protection?

4 Synergy: how far are any new developments aided by the firm’s
existing expertise, technology, manufacturing facilities, or mar-
ket position?

The intention is to find opportunities which the company has an
advantage in exploiting because of its identified strengths. Or, to
put it another way, the company seeks to adjust its linkages to
the environment (products, markets, and so on) to produce the
greatest congruence with its competitive strengths. Strategy is the
representation of how this matching is seen at any point in time.
The primary focus is on adjustment through changing the link-
ages into the environment rather than the internal capability of
the organisation.

Out of an analysis of these factors a firm can derive both a sense
of direction in its search for opportunity and criteria by which to
judge any proposed option. Such is the function of strategy.
Much of the work that was built on these foundations concerned
the development of an analytical framework with which to define
corporate strategies in practice.

To understand why these basic concepts of strategy have run
into difficulty in practice, especially in the face of complex and
turbulent environments, we must consider briefly the role of
planning in sustaining the development of strategy and, in par-
ticular, problems in forecasting, in strategic analysis and in the
process of defining and using corporate strategy.

PLANNING AND STRATEGY

In the vintage of planning which was contemporaneous with these
concepts of strategy, strategic planning was seen as forecasting
environmental change (and hence reducing the uncertainty facing
the organisation), and developing a coherent strategy through the
analysis of options.

In its most naive versions, prediction of the future seeks to
buffer decision-makers within the organisation from the vagaries
of the environment by providing them with an assumption of
what it will be like. Whether this is in the form of a ‘point’
forecast — ‘GDP will grow at 3.2 per cent’ — or an ‘interval’
forecast — ‘there is a 60 per cent chance that GDP will grow
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between 3.0 per cent and 3.4 per cent’ — the intent is to provide a
reliable assumption upon which decisions can be based. How-
ever, a number of factors have served to reduce confidence in the
predictability of environmental change and hence of this role for
forecasting:

The growth of discontinuity and surprise in the environment Some
writers, particularly Ansoff in his later writings®, have argued that
the major characteristic of the environment is the growing in-
cidence of discontinuity and surprise. It is not always clear
precisely what this means but, first, it may refer to events in
which something happens that is by definition not a continuous
variation of its not happening. So ‘war’ and ‘no war’ are discrete,
discontinuous events. Second, there may be threshold effects in
behaviour, as when continuous variation in inputs produces
sudden change in output behaviour. Finally, the underlying pat-
tern of relationships of input to output behaviour may suddenly
change. It is conceptually very difficult to distinguish these three
types of change but, in principle at least, they pose different
problems for forecasting. It may be argued that many events are
threshold effects, but others surely are the result of go/no-go
decisions by major actors. The latter may include election out-
comes or the subsequent political decisions of the elected
government.

Increasing complexity As relationships between variables in the
organisation’s environment become more intricate, two major
consequences follow. First, a wider range of factors has to be
regarded as relevant to the company. Second it becomes more
difficult to trace and model the structure of relationships between
factors. Clearly, forecasting then has to take into account future
values of a wider range of variables and depends on modelling
more extensive structures. For example, there is widespread
recognition of the growing relative importance of socio-political
variables compared with economic factors in determining the
future conditions facing companies. Forecasting socio-political
factors requires a different technical approach and data sources.>!°

Quality of data input As the range of factors included in fore-
casting is extended, it is difficult to maintain the quality of data
sources which might be possible in a narrower and more well-
tried domain. In particular, the more forecasting is driven to use
data not derived from a company’s own activities or market areas,
the more is it dependent on ad hoc information or data produced
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by others for quite different purposes. It then becomes more
difficult to guarantee the quality of the data, or even to estimate
reliably how good or bad it is.

These are very orthodox and well-established suspicions about
the emergent difficulties of forecasting, but they drive us to
consider the role of forecasting if its reliability or quality is
suspect.

The development of methods which provide a means of ex-
ploring the future rather than producing a specific prediction
have become increasingly familiar. Methods of combining
judgments as to future development (Delphi), or of tracing the
interrelationship of future events (cross-impact matrices), or of
analysing alternative configurations of future characteristics
(scenarios) are now commonplace. But the important general
issue is the adaptation of methods of prediction to the ways in
which anticipation of the future is being used.

For instance, forecasting may be given responsibility as a
general scanning device to search for and define changes in the
environment which threaten or create opportunity for the organi-
sation. In this role, forecasting would be involved in'creating an
agenda for concern and action within the company. Or, in rel-
ation to the longer term, forecasting may perform functions of
what Cole calls ‘informative speculation’!! and may address itself
to developing awareness or understanding of options. Whatever
the specifics, the conventional assumptions about the role and
practice of forecasting undoubtedly come under stress from more
intractable or more complex environments. One facet of a concept
of strategy for turbulent environments would be an approach to
structuring uncertainty that goes beyond forecasting and stresses
ways of coping with remaining uncertainties, rather than pur-
porting to remove them through prediction.

Similar problems have appeared in the analysis of strategic
options, though they need not detain us here. Corporate strategic
analysis is concerned largely with the portfolio of products the
company has or is developing, with the markets to which it has
access, and the basis of its competitiveness in existing and poten-
tial markets. What is important is how this portfolio hangs to-
gether now and in the future. Not surprisingly, the analytical
methods which have been developed reflect the need to examine
the qualities of the portfolio, usually by defining cells of a matrix
and plotting the distribution of activities across them. For in-
stance, the Boston Consulting Group (BCG) method'? defines a 2
X 2 matrix identifying different levels of market share against
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different rates of market growth. Or the more complex Direc-
tional Policy Matrix'? identifies a 3 x 3 matrix, taking as its
dimensions the company’s competitive capabilities and the pros-
pects for sector profitability. Wensley!# offers a number of criti-
cisms of these methods which show up the difficulties of strategic
analysis, particularly in poorly structured or complex environ-
ments. From him we may learn some lessons about the limitations
of analysis that seeks to generate relatively simple prescriptive
rules.

First, these methods are made obscure by using proxy variables
for underlying, and more relevant, conditions. So, market share
stands as an indicator of relative competitiveness in BCG, because
it is backed by the presumption of an associated cost advantage
based on an experience curve. Or again, BCG assumes the superi-
ority of investment in high growth areas. This assumption should
sometimes be amended by reference to the company’s relative
competitive skills and the competitors’ response. If everybody
invests in high growth areas, what competitive advantage does the
firm have? If everybody is quitting low growth areas, are there not
possibilities for competitive gain there?

Second, Wensley suggests that such methods are less than
explicit about the real strategic criteria involved. For instance, if
matrix methods suggest preferred investment in high growth
areas, is it suggested that projects in such areas should be accep-
ted, even if their present value on a discounted cash flow (DCF)
calculation is low, simply because they are in high growth areas?
In other words, is there a strategic criterion which should be
followed even though it contradicts the DCF assessment? If the
answere is no, then the approach is merely a prediction that
projects in high growth areas will yield high present values, and
adds nothing to DCF analysis. If the answer is yes, then what is
the nature and justification of this strategic cri terion whose worth
does not show up in the DCF assessment? The exploration of
these indirect benefits is not well exposed by global (and empiri-
cally unsubstantiated) assumptions about the values of being in
growing markets. It requires a more detailed and system atic
assessment of competitive advantage. So, for instance, the impact
of a project on barriers to entry, or barriers to mobility'>, or in
creating locational advantages which are options to undertake
further profitable investrent, might represent a strategic criterion
of some value, but these effects would need to be analysed explicitly.

In a very important sense, these are not arguments against port-
folio or matrix analysis, but rather against their mechanistic
application. As diagnostic tools in skilled hands, they have been
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powerful. But the superficial gloss of analysis has equally often
proved misleading if it is not filtered through the judgments of
good managers. Once again, we have had to learn painfully the
limitations of analysis in order to appreciate its real benefits as an
aid.

What emerges is a picture in which the basis of strategic think-
ing, both in anticipating the future and in analysing options, is
subject to intense debate and variety in practice. The sense of
strategy as providing a framework for action within the organis-
ation remains, but the means of achieving it are problematical.
The traditional model of forecasting and choosing between op-
tions is simplistic in the face of uncertainty that does not yield to
existing methods of prediction, and environmental complexity
that is too great for existing methods of analysis. We must fall
back on roles for forecasting which are exploratory and which help
us to structure uncertainty, and on expectations of analysis as a
diagnostic tool that assists judgment and in no sense replaces it.

If we add to this the observations of Mintzberg'® and Rhenman'’
on the process of developing strategy, then we begin to approach
a more realistic and managerially relevant sense of corporate
strategy. Mintzberg’s evidence points strongly to a process
of strategy development which is intermittent, episodic and
incident-based. Managers do not conceive of strategy either in ‘a
priort’ terms or as something which is developed systematically in
the light of new opportunities.

Moreover, strategy does not arise merely from the reflections of
‘top’ managers. There is an upward flow of values and opportun-
ities, and of perspectives on issues and problems, which substan-
tially helps to form the strategy of the organisation. These
observations push us towards the idea of strategy as a structuring
force in the organisation, which defines what are relevant prob-
lems and how and by whom they are to be tackled. As Rumelt
puts it: ‘A principal function of strategy is to structure a situation
to separate the important from the unimportant and to define the
critical sub-problems to be dealt with’.!®

However, in contrast to corporate priorities or product choices,
this structuring of a situation cannot be expected to be accepted
throughout the organisation merely be virtue of being stated.
Whatever the corporate view about which problems are impor-
tant, others in the organisation (subjected to different pressures
and information) may dissent, in their behaviour if not explicitly.
Indeed, it may be an important part of the organisation’s dynamic
that groups within it should be pursuing sectional goals, or should
be responsive to particular local views of problems. So, a strategic
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perspective (and statements of strategy in which that is embodied
from time to time) can be seen as being in continuing dialogue
with forces within the organisation that reflect other pressures
and express other concerns.

This concept of strategy as a structuring force within an organi-
sation allows there to be less emphasis on definitive statements of
strategy, justified in terms of some hallmark of analytical quality.
Consequently, it offers some relief from the problems encoun-
tered by the more obsessive analytic approaches, in that the
effectiveness of strategy does not then stand or fall by its pre-
scriptive certainty in a turbulent world. However, it does lead us
into other questions more concerned with process, such as:

how can we understand and improve that process of dialogue
between strategy and other factors in the organisation?

what characteristics and means of expressing strategy enable it
to contribute to effective dialogue?

These questions are overlaid by another element in the concept of
strategy, stimulated by environmental turbulence, namely the
development of strategic management, with its emphasis on
organisational capability and learning.

STRATEGIC MANAGEMENT, CAPABILITY AND LEARNING

While the pressures of turbulence and uncertainty lead away from
reliance on naive analysis and toward more concern with strategic
insight in guiding the organisation, this is very much a matter of
moving along a spectrum of emphasis rather than a revolutionary
shift. The idea of strategic management represents a much more
radical adjustment in both the focus and style of strategic con-
cerns. Once again Ansoff crops up as a major contributor.'”

The central assumption of strategic management (in this sense)
is that adaptation of the external linkages alone is inadequate for
the strategic changes that are required to cope with turbulent
environments. It is also necessary to make deliberate and planned
changes in the internal capability of the organisation. In strategic
planning the intention was to select products or markets to play
to the organisation’s strengths. In strategic management, those
strengths (and weaknesses) of the organisation need to be trans-
formed to expand the adaptive opportunities available to the
organisation. Moreover, the transformation of external linkages
and internal capabilities must be handled in tandem and congru-
ently if the full effect is to be achieved. Environmental challenges
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that exceed evolving capability must be deferred or buffered until
the requisite transformation in capability has taken place. But a
continually lagging capability will limit the organisation’s power
to defer or buffer repeatedly and the organisation may experience
constant disruption as a result. Planning finds a distinctive new
role in the systematic transformation of both strategy and capa-
bility. It becomes bound up inextricably with the management of
real change within the organisation rather than merely concerned
with strategic picture painting.

The shift of planning from a preoccupation with strategic
analysis to one with change and development within the organi-
sation involves a leap in perspective. The practical implications of
the gap between the two perspectives are illustrated in Goldstein’s”
distinction between ‘resource-conversion planning’ and ‘system
improvement planning’. ‘Resource-conversion planning’ is ‘con-
cerned with ensuring that the primary task of an organisation will
get done’. It is recognisable in terms of its major components
which are forecasting, the formulation and implementation of
objectives and strategies, resource planning, organisational design
and organisational control. It is based in a philosophy which
Goldstein calls ‘planning by dominant coalition’, to reflect its
relation to the power structure of the organisation, and its founda-
tion in a desire for organisational stability and consensus.

‘System-improvement planning’ on the other hand is concerned
to ensure that the organisation and its systems, including plan-
ning, are continually being improved. It has two components —
organisational learning and proactive learning. It admits of a
variety of approaches to planning, being more concerned to focus
learning and improvement than to conform to any abstract con-
cept of what planning ‘truly’ is. Indeed planning itself is a major
subject for learning and improvement.

Now the essence of Goldstein’s argument is that, while both are
necessary to effective organisational planning, the ‘dominant co-
alition’ philosopy, which underpins resource-conversion, is often
antithetical to system-improvement planning. A commitment to
improvement undermines the existing stability, and may be in-
consistent with the analytical-intellectual models on which that
sense of stability is based. There is, in short, an underlying
tension between the philosophy and perspective of planning
which seeks to bring order and structure through forecasting and
strategic analysis, and that which seeks to improve the organisa-
tion’s capacity to respond. This tension between analytical and
developmental perspectives is a recurrent theme in this literature of
alternative purposes of planning.
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A similar contrast appears in Friedman’s identification of alter-
native styles of planning.?' He distinguishes allocative planning,
in which the primary concern is determining patterns of resource
use, innovative planning, where specific changes in system be-
haviour are being promoted, and transactive planning, where the
determination of concerns and mutual learning between dissen-
ting groups is the major focus. These three forms of planning are
clearly appropriate to quite different assumptions about the or-
ganisation and its predicament — about the clarity and acceptability
of its dominant values, about the stability and analytic tractability
of the environment, and so on. Equally, planning that conformed
to one rather than another of these styles could be regarded as
having a different role and purpose within the organisation.

The implications of transactive modes of planning for the or-
ganisations and individuals involved are discussed by Michael.?
He identifies specifically the personal, interpersonal and organi-
sational burdens of involvement in planning for change. So,
for example, he cites among these personal and interpersonal
burdens the need to live with uncertainty, the need to embrace
the inevitability of error and to recognise the complexity of goal
setting, the extent to which thinking about the future undermines
the reassuring stability of existing beliefs, the intensification of
role conflict and role ambiguity, and the increased emphasis upon
interpersonal competence. All of these are stresses which fall
upon those who are involved in planning for a changing social and
political environment, particularly those who are themselves the
point of interface between the organisation and its environment.
A further significant area of contrast concerns the very essence of
learning. While everyone believes in learning, its nature and its
importance vary considerably from one approach to another. In
analytic-strategic approaches, learning tends to consist of build-
ing better models or forecasts as experience unfolds. Learning in
this case is relatively formal and analytic, and takes place largely
within planning itself. Contributors who write more within the
developmental tradition, tend instead to make the promotion of
learning the central task of planning and to see the nature
of learning as itself highly problematic. The title of Donald
Michael’s book — On learning to plan and planning to learn — is
more than an effectively cute phrase. It emphasises the duality of
planning and learning, and, by compressing the two components
into one, the notion of learning systematically how to learn.
Michael emphasises social and psychological dimensions of learn-
ing, individually and in groups, and the capabilities that are
necessary to sustain effective learning. These themes are extended
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by Argyris and Schén® to explore the meaning of organisational
learning.

CONCLUSIONS

A brief review such as this can do no more than lightly sketch the
range of ideas and perspectives which underlie a huge arena of
practice. For our purpose, the primary concern is an impression-
istic one — what is the broad state of strategy and planning ideas in
the private sector and how has this developed under the impact of
environmental turbulence?

Without being too simplistic we may define five broad
conclusions:

1 That the experience of the private sector yields no dominant
model of planning and strategy. On the contrary, the basic con-
cepts have been under stress and change in the corporate sector,
giving rise to an interesting plurality of approach.

2 That, in particular, complex and unpredictable environments
have undermined confidence in anyone’s ability to forecast
accurately and have shown up the frailties of some of the widely
applied analytic tools. In turn, this has undermined traditional
analytic-predictive concepts of strategy.

3 That there is increasing reliance on analysis and prediction as a
means of supporting managerial judgment and debate, rather
than characterising them as a precise, separate and perfectable
form of management science.

4 That attention has moved towards considering the role of
strategy in guiding and controlling the organisation and, in par-
ticular, the process of dialogue between strategic and other per-
spectives within the organisation.

5 That, most recently, a more radical challenge has come through
the concept of strategic management and its concern with dev-
eloping organisational capability. The emphasis on learning
rather than definitive solutions to problems, and on alternative
roles for planning in guiding and stimulating organisational
change, reflects a greater appreciation of the nature of environ-

ments which are unpredictable, complex, and ridden by conflicts
in values.

Strategy in public service organisations

If this is an accurate assessment of the evolution of concepts of
strategy and planning in the corporate sector, under the stress of
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environmental turbulence, how, if at all, does it apply in the
conditions we can expect in public service organisations?

To begin with we should consider the question whether the
public sector environment is peculiarly turbulent, over and above
that experienced by organisations in general. It is my impression
from talking to managers in public service organisations that they
commonly regard this as being the case. Both the uncertainty and
the invasiveness of the environment are regarded as distinctively
high due to the proximity and behaviour of the political system.
This is usually an impressionistic judgment, based on little em-
pirical evidence, and with scant recognition of the problem
caused for both small and large companies by the shifts in market
demand, the prolonged depression, the exchange rate variations
and the massive changes in materials costs which have character-
ised Western economies in the 1970s and 1980s.

Perhaps the only purpose of comparing the degree of turbu-
lence is to persuade managers of public service organisations that
they are not hopelessly worse off than their counterparts in the
private sector (who also experience the consequences of the politi-
cal process!) and that it is worth analysing the environmental
turbulence they actually face as a precursor to coping with it.
There are undoubtedly distinctive characteristics of turbulence
for public service organisations, which tend variously to increase
or decrease the intractability of the managerial task. They can
either amplify or limit the ‘natural’ uncertainty present in the
environments of all organisations. Both types of factors are
present. Whether the result is more or less turbulence is a less
interesting (and important) question than the nature of the turbu-
lence and its amenability to managerial response.

As an initial approach to a complex question, I suggest five
particular dimensions of turbulence for organisations within the
public sector.

THE STRUCTURE OF UNCERTAINTIES EXPERIENCED BY PUBLIC
ORGANISATIONS AND BY MANAGERS WITHIN THEM

There are two commonly argued hypotheses under this heading:

1 That, particularly under governments of a conservative per-
suasion, restriction on the public sector is seen as a first and major
response to economic problems, and that the public sector con-
sequently bears an undue share of any cutbacks required by social
adaptation. Uncertainty and disruptions in society in general are
hence amplified in their effects on the public sector.

2 That politics itself is a disruptive process for the systems under
its care and is a source of uncertainty for those who operate within
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those systems. A number of characteristics of the political process
are cited to support this hypothesis:

that governments experience a ‘democratic imperative’ to act in
response to problems even where there is little evidence to
suggest that action will resolve the problem;

that they act in an instrumental manner, seeking a policy lever
to pull rather than appreciating the subtleties of change in a
complex system;

that governments invariably respond to short-term pressures.

These tendencies to short-term, inappropriate and mechanistic
action inevitably produce conflict between political and man-
agerial perspectives. Those who manage complexity within public
service organisations are confronted with frequent, arbitrary and
simplistic interventions from politics which destabilise, rather
than give structure to their world. This is not necessarily an
argument about the incompetence of politics. It is more an asser-
tion about the conflict of politics and management within the
public sector, their differences in perspective, assumptions and
understanding.

TURBULENCE CREATED BY THE PUBLIC SECTOR SYSTEM FOR
ORGANISATIONS WITHIN IT

In the same way that politics can create turbulence for manage-
ment, so may one public sector organisation create turbulence for
another by its reaction to the uncertainties that both of them face.
In this context we should recall that Emery and Trist’s concept of
turbulence is not merely about the extent of uncertainty, but
about its unpredictable amplification by the field in which the
organisation is lodged. It may be that this is a phenomenon which

occurs particularly in public systems. Again a number of elements
are involved:

1 The existence of conventions or procedures which, while
designed to serve the purposes of organisation A, restrict or
influence the responses of organisation B. In the British NHS,
many accounting conventions and procedures exist concerning
distinctions between revenue and capital or cash flow, or require-
ments for reporting, which inhibit rather than aid the flexibility of
response of district health authorities. They exist primarily to
meet governmental concerns about central accountability and
control. At the same time the districts have great difficulty in
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developing systems for the management and control of their own
activities.

2 An emphasis on defensive reactions by a particular organisation
rather than on the needs of the whole system. The supposition is
that, confronted with uncertainty, those organisations that have
the power to pass uncertainty on to others tend to do so. There is
substantial corroborating evidence in the relationship within the
NHS between regions and districts. Regions have been known to
press radical changes in resource allocation on to districts, in
violation of previously agreed strategies, as a means of meeting
their own resourcing targets. The problem of finding a coherent
response within the new resource targets is also assumed to lie
with districts.

3 The legacy of institutional rigidity. Britain, in general, is
characterised by little lateral mobility between its institutions —
government, industry, the public service and so on. Equally,
within one area of activity, such as the NHS, professional boun-
daries are strong and limiting. These rigidities make more difficult
Emery and Trist’s remedy for turbulence, namely ‘the emergence
of values that have overriding significance for all members of the
field’.

For reasons such as these, the nature of public sector organisa-
tions is seen to amplify uncertainty rather than to reduce or
control it. Relative to the uncertainty facing the public sector
System as a whole, the uncertainty facing one organisation within
it is high. This, it is argued, would be a primary source of
turbulence for public service organisations.

THE ‘POOLING’ OF RISK IN THE PUBLIC SECTOR

An argument analogous to that advanced in portfolio theory in
financial management suggests that risks endured by the public
sector are lower than would be experienced by an individual
organisation in isolation. Portfolio theory contends that, by hold-
ing a diversified portfolio, the risk applying to one’s investment
can be reduced to the level of ‘systematic risk’, namely that which
affects all securities. If, as the old saying goes, ‘what you gain on
the swings you lose on the roundabouts’, then the holding of the
whole portfolio leaves no risk. But if there remain risks which
affect all assets alike, then portfolio risk cannot be reduced below
that level.

Though arguments about pooling of risk in the public sector
have sometimes been rather casual, there may be a sense in which
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the risks of one public sector organisation are uncorrelated or
negatively correlated with those of others. In that case, the risk of
the sector as a whole is reduced. This idea of pooling may reflect a
way in which the turbulence of the public sector is less than
would be faced by less widely diversified systems.

LACK OF SANCTIONS

Managers in the private sector are likely to argue that the biggest
difference between the two sectors is the lack of ultimate sanc-
tions in the public sector. If management fails in the private
sector, the company loses market share, makes losses and ulti-
mately goes out of business. While the difference can be over-
stated — for example managers are not necessarily more likely to
be fired in the private sector — there is some truth in the observa-
tion that many public sector organisations are insulated from the
sanctions imposed by market forces.

LIMITATIONS ON MANAGERIAL RESPONSES

On the other hand, much of this discussion suggests that one
important characteristic of public service organisations is severe
limitation on their field of responses. Particularly viewed from a
managerial standpoint within an organisation within the public
sector, the impression can be one of few feasible options to change
or make progress. In comparison with the corporate world, this
may be accentuated by the absence of a whole dimension of
adaptability, namely that of market and product diversification.
Since the adaptation of the company through diversification and
product portfolio was such an important feature of corporate
strategy, it at least raises the issue of what is left when it is absent.
So at least one dimension of perceived turbulence could be seen as
an overload of uncertainty and stress on a very limited range of
managerial responses, giving rise to an image of managers in a
futile quest to square the circle.

In my view this is unduly pessimistic and I shall come on to
discuss the potential of the managerial responses available to us
shortly. For the moment my concern has been to offer some pegs
on which our consideration of turbulence in public service organi-
sations can be hung.

Apart from these characteristics of the public sector and their
implications for the turbulence experienced by public service
organisations, there are two other major differences from the
corporate system we disussed in the first part. The first, men-
tioned above, is the absence of product or market diversification
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as a means of coping with uncertainty. For the corporate system
the ability to adapt by moving out of inappropriate product areas
and into those that offer greater profit potential, is a major strength
and a fundamental plank of the concept of strategy. Without such
adaptation, in what does strategy consist? Since it is clear that
most public service organisations are firmly tied to a particular
area of provision, it is to say the least a pertinent question.

It is made the more so by the second major difference, namely
the absence of a flow of information about the consumption of the
product and satisfaction with it which arises directly and auto-
matically from its sale. The absence of a market intelligence
leaves public service organisations with a profound gap in their
evaluation and control of their activities, and in assessment of
their own performance. These issues might otherwise have been
an important alternative basis for strategy.

Against the background of such observations, it is unlikely that
the inherited approach to strategy within the NHS will be very
satisfactory. Traditionally the emphasis has been on incremental
service strategies, in the form of desired configurations of services
to be provided at some future point of time. Though a consider-
able effort is going into more sophisticated methods of predicting
patient flows, a somewhat naive and empirically unjustified norm
of required beds per thousand population is then applied to
calculate the target beds needed. But the principal objections to
this ‘picture-painting’ approach are not technical:

It represents a primitive ‘forecast and allocate’ approach to
strategy and planning, of the sort that has proved unsustainable
in the corporate sector in a turbulent environment. With much
less satisfactory information and analysis even than applied
there, it is unlikely to be any more successful in the NHS.

It represents a target without any appraisal of the change neces-
sary to its achievement. Where, for example, a substantial
reduction in beds is targeted, how is this to be achieved? As the
targets themselves become dominated by emergent resource
constraints, the question of achievable change under resource
stringency becomes critical.

Just as the corporate sector has had to adjust to the realisation
that its forecasting ability and its strategic analysis is inadequate to
hold a turbulent environment at bay, so must the NHS with its
more naked exposure to environmental change because of the
absence of opportunity for diversification. The concept of
strategy must emphasise organisational capability and adaptive-
ness as a central feature.
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A concept of strategic management

For all of these reasons the concept of strategic management, with
its close interrelationship between change in the organisation’s
substantive activities and its organisational capabilities, seems
to be even more central to the needs of public service organisa-
tions than to those of the corporate system. This is manifestly
so in the NHS where the magnitude of the changes which are
being demanded of it — in its resource base, in the services it
provides, in its managerial practice — contrast with the inertia
and lack of capacity for purposive changes which seem to char-
acterise it. We are at the early stages of developing a concept
and practice of strategic management which will enable this gap
to be bridged.

REVIEW: TAKING STOCK

STRENGTHS AND WEAKNESSES OF THE ORGANISATION IN THE LIGHT OF THE
DIAGNOSED OPPORTUNITIES AND THREATS FACING IT.
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Figure 1 The strands of strategic management
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Once again as a means of fixing ideas, may I present a prelimi-
nary approach to strategic management.
It depends upon a continuous learning loop:

DIAGNOSIS

DEVELOPMENT

Within this broad framework we may recognise a number of
strands or elements that need to be coordinated both diagnosti-
cally and developmentally. These are outlined in Figure 1.

Now there is nothing in this scheme that is novel, except the
commitment to coordinated development in response to system-
atic diagnosis as the basis of an organisation’s strategy. The
attempt to sustain that in practice will involve three further
realisations:

1 The inability to manage all desirable developments concurrently.
There must be priorities, but these in turn must:

a. relate back to the diagnosis of where change in capability will
be most urgent or beneficial;

b. recognise the synergy between the several strands of develop-
ment — for example, the mutual interdependence of innovation of
systems and changes in attitudes and expectations.

2 The importance of learning and a continuous analysis (control)
of the variance between expectation and outcome. This involves
casting everything into the cycle of
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and ensuring that the effective use of this cycle is a central part of
the organisational culture.

3 The infrequency of the opportunity to make decisive change,
and hence the importance of using such opportunities effectively.
This gives rise to a concept of ‘opportunistic strategy’, which
places great importance on the definition of strategic themes in a
form which enables them to be pursued as opportunities arise.
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More accurately, there is a need to define those development
strands that can be pursued as a continuous programme and those
that can be pursued only intermittently, when circumstances
allow.
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A New Zealand case study: Maori health
GEORGE SALMOND

Traditionally there have been three main elements in the health
system in New Zealand: first, the public health services where the
main concerns have been the control of infectious disease and the
protection and promotion of a safe environment; second, the
hospital services where the focus has been on personal care —
clinical diagnosis and treatment and caring functions; and third,
the community-based services centred mainly on general medical
practice. In the past, each of the three elements has been largely
self-contained in its mode of operation. All three have been
mainly concerned with the prevention and treatment of disease
rather than with the promotion of health.

Pressures now exist for major change. The determinants of
health and disease are being defined more broadly. Increasingly
health is being seen as everybody’s business and not the exclusive
preserve of health professionals. There is growing acceptance that
social, cultural and economic factors profoundly influence health
and disease processes. Health concerns are interwoven at all levels
in society and in all sectors of the economy. Important initiatives
which have a direct impact on health may exist completely outside
the traditional health sector, an example being income mainten-
ance for the disabled and the elderly. At the personal level,
individuals, families, and communities are recognising that there
is much they can do for themselves to promote and preserve
health. The need for greater efforts in the fields of health prom-
otion, health education and self-help health care are being pressed
on all sides. Health systems managers must be responsive to all of
these pressures. The balance of forces is constantly changing both
within and outside the system. The issues are rarely clear cut or
easy to resolve. The interested parties often have considerable
freedom of action, making homogeneous strategies and concerted
action difficult to achieve. Environmental turbulence and uncer-
tainty are constant managerial companions.

To succeed it is necessary to break down strategic management
into the components of a general management cycle. The relevant
environments external to the organisation must be mapped. The
internal environment — structure, systems, processes and beliefs
and behaviours of clients and staff — must be assessed. Together
these make up the diagnostic phase of the cycle. Once a diagnosis
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has been made and a plan has been developed, changes can be
made. However, the implementation phase often is associated
with a period of organisational instability which may require
careful handling. In large and complex systems like health and
welfare it may take some time to implement and to assess the
effects of major change. Organisational learning occurs with the
systematic and careful study of iterations of this management
cycle.

This process of strategic management in the health sector is
rarely tidy. Major components of the system exist in different
phases of development. Some may be in predominantly diagnos-
tic mode while others are trying to stabilise after a period of
disruptive change. At any time changes in the external environ-
ment may require urgent strategy revision.

The following case study is mainly concerned with the environ-
mental scanning component of the management cycle. It concerns
recent efforts to improve the health of Maori people in New
Zealand. The study illustrates the need for wide environmental
assessment when trying to apply so called ‘holistic’ health con-
cepts in the real world of health and social welfare services.

The issue

Maoris, the indigenous people in New Zealand, make up 10 per
cent of the total population. It is believed that the Maori pre-
European population was between 200-300,000. Diseases intro-
duced by the Europeans and the disintegration of traditional
Maori culture occasioned by European colonial activity in the
19th century resulted in a decline of the population to an esti-
mated 42,000 by the end of the century.

By 1981, those identifying themselves as Maori in the New
Zealand population had risen to 280,000 or 8.8 per cent of the
total population. Three factors probably account for this increase:
a high birth rate, improvements in the general standards of living,
and improved use of health services — particularly public health
services.

In spite of this growth, statistics still show important differ-
ences between Maori and non-Maori standards of health. Life
expectancy at birth for Maoris is significantly less than for non-
Maoris - for males 65.4 and 70.8 years, for females 70.0 and 77.2
years. Age adjusted Maori death rates far exceed non-Maori rates
for most infectious diseases and for ‘lifestyle disorders’ such as
heart disease, cerebrovascular disease, diabetes, alcoholism and
accidents. Efforts to improve Maori health by the use of western
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methods have been modestly successful but, on most counts, the
health status differential between Maori and non-Maori has con-
tinued to grow.

With their culture dislocated and their language suppressed,
deprived of much of their land and weakened by disease, Maoris
suffered from low morale at the turn of the century. As the lot of
Maori people began to improve in the first half of this century the
population began to grow and morale began to rise. Most of this
improvement was achieved by Maori people striving to adapt
themselves to the colonial culture. At least in public life, and
probably in private life also, Maori matters were largely suppressed.

Over the last decade in New Zealand there has been a major
renaissance of Maori culture in all of its manifestations. Maori
people are demanding that their cultural knowledge, attitudes
and practices be recognised and given greater prominence in all
aspects of New Zealand life. The language is now widely taught in
kindergartens and increasingly in schools. The Maori arts such as
carving and weaving are flourishing as are the performing arts.
Recently a number of large Maori-led economic enterprises and
business ventures have been launched. Maori cultural practices
are being observed, developed and increasingly shared with non-
Maoris. In general Maori people are displaying greater confidence
and pride in their Maori identity.

Health has become a focal point for this resurgence. Maori
concepts of health and disease are more broadly based than most
western concepts. Maori people recognise four elements in health
— spiritual wellbeing (te taha wairua) which is all important and
relates to land and ancestors; mental wellbeing (te taha hinengero)
which concerns the cultural mind set; family wellbeing (te taha
whanau) which incorporates family support and tribal affiliations;
and physical wellbeing (te taha tinana) which relates to bodily
health.

Maori people contend that good health can only be attained by
people who have a positive sense of cultural identity and high self
esteem. They believe that all four components must be in balance
for health to be achieved. In their perception, the western health
care system is preoccupied with physical wellbeing to the detri-
ment of the other elements.

An environmental scan

In response to a rising tide of advocacy, the health system has
taken a number of initiatives aimed at promoting Maori health.
Most of the early initiatives were concerned with environmental
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assessment. In March 1984, a one-week residential workshop (T
Hui Whakaoranga) was held involving over 200 Maori and non-
Maori leaders from the health and related social services and from
the community. In discussion differing perceptions, attitudes and
practices were shared, needs and expectations identified and plans
made to continue the dialogue and to plan and implement desired
changes.

Te Hui Whakaoranga identified a number of areas in which the
health services are seen as deficient. However, Maori people often
have difficulty in communicating their concerns and needs to
non-Maori health workers not familiar with Maori attitudes and
practices. So, it was agreed that ways must be found to gather,
organise and share this knowledge. Where Maori healing prac-
tices are significantly different from those of the dominant culture
these must be recognised and appropriate provision made. All
health workers must receive some training in Maori culture and in
Maori health. Resource people should be readily available to deal
with difficult problems.

A strong and recurring theme at the hAui was the wish that
Maori people have for a greater say in the use of public health
resources. This applies at all levels from the national level down
to activity involving self-help community groups. The clear mes-
sage was ‘give us the resources and let us do the job - if we want
help we will ask for it’. Given equitable access to health resources,
Maori people feel that there is much they can do for themselves.

This new-found assertiveness presents some dilemmas for
health administrators. Like other human groups, Maori society is
not homogeneous and does not speak with one voice. Views differ
between the young and their elders, between urban and rural
Maoris, between males and females, between people with dif-
ferent tribal affiliations and between political conservatives and
left-wing radicals. All of these views must be taken into account.
There are difficulties, however.

First, the vigorous and uncompromising advocacy of some
Maori activists have tended to alienate sections of the health
community and of the public at large. Not everyone supports
affirmative action in the interests of promoting Maori health, and
questions have been raised about possible racial discrimination
and separate development. ‘“Why’, some ask, ‘is it necessary to
make special provision for Maori health?’ “Why won’t the Maoris
simply fit in like other New Zealanders?’

Second, in advancing their proposals for reform and innova-
tion, Maori people tend to be long on concepts and advocacy but
short on the abilities needed to turn ideas into practical proposi-
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tions. Coming from an oral tradition, Maoris communicate much
more effectively with the spoken word than they do on paper. As
the Maori language becomes more widely used and educational
attainment rises, communication is becoming easier but such
changes can only occur slowly. Furthermore, few Maoris are well
versed in the mechanisms of government and thus able to work
‘the system’. Few occupy senior positions in the public services —
including the health services. In general, advocacy tends to be
directed to the higher political levels in the hope of prompting
quick and major change. Less attention by way of steady pressure
is applied at operating levels within the various bureaucracies.

Third, many of the ideas advanced by Maori people are in
keeping with ‘holistic’ concepts of health and health care. Here
there are direct parallels with the primary health care approach
promoted by the World Health Organization. Health is some-
thing which is tangible, has positive value and can be promoted as
an integral part of social and economic development. Health care
is not an isolated activity concerned with clinical diagnosis and
the treatment of disease. To be fully effective not only must care
be based on sound science, it must also be culturally congruent
and grounded in the principles of self-help and self-reliance.
Maori health initiatives embody all of these concepts.

Despite being in good currency philosophically, though, hol-
istic health care concepts are not easily accommodated within the
existing health and welfare systems. To implement many of the
Maori health proposals would require significant changes in the
systems of government and in the way the bureaucracy works.
Gradually, in response to a wide variety of pressures changes are
taking place. In this sense Maori health is in the forefront of
health services development. An environmental scan of almost
any aspect of health care in New Zealand at the present time
cannot afford to ignore developments in Maori health.

Evolving a strategy

The past two years have seen a number of developments which
could be seen as strands in an evolving strategy for Maori health.
In summary these are as follows.

1 Structural changes

establishment, by the national Board of Health, of a standing
advisory committee, of mainly Maori people, on Maori health;

establishment, within the Department of Health, of an ad-
visory committee, of mainly Maori officers, on Maori health;
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creation within the Division of Health Promotion of a section
on Maori health;

appointment of Maori community health workers to work with
public staff in many health districts;

appointment of Maori health liaison officers by a number of
hospital boards.

2 Systems changes

hospital boards and district health offices have organised their
own health huis at which health politicians, administrators and
clinicians have met with the local Maori people;

a community health initiatives funding scheme has been intro-
duced to finance and otherwise support self-help groups in-
volved in health related activity — a number of Maori groups
have been supported;

a national health promotion programme mainly involving
young Maori people has been funded — activities range from
programmes on national television to cultural events, Maori
games and self-help community development projects;

some psychiatric hospitals have set aside facilities to be run
along Maori lines by mainly Maori staff for Maori patients;

research projects have been carried out on Maori healing prac-
tices, the health of Maori women and the high rate of post-
neonatal death among Maori infants.

3 Workforce changes

interested health workers have been encouraged to learn the
Maori language;

cultural awareness courses have been held in traditional Maori
settings for health workers interested and involved in Maori
health;

training courses have been established for Maori community
health workers;

the Maori health component of basic training has been streng-
thened for many health workers;

affirmative action programmes have been established to recruit,
train and retain Maori people in health employment.
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Conclusion

Classification of these strands in terms of strategic management is
difficult because of their interweaving. The pace of change both
within and beyond the health system is such that constant en-
vironmental scanning is needed. The management task is to keep
track of what is happening on a broad front, to be sensitive and
responsive to the environmental influences, to guide the develop-
ment and implementation of the strategy and to integrate its
component parts, to seek out and take advantage of opportunities
to advance the strategy, to weather the inevitable turbulence and
to encourage the organisation and the people within it to learn
from the experience and grow.
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Financing cross-subsidized products in a
price-competitive environment
RICHARD M KNAPP

The winners in this game are buyers who get more for less and
sellers who capture patients and transform services into capital.
In this game the winners survive and the losers go bankrupt.

This is how Dr William S Kiser, Chief Executive Officer of the
Cleveland Clinic, characterized the American medical market-
place in his 1984 address to the American Urological Association.
The hospital business in the United States is clearly becoming
more competitive, with price becoming its driving force. While
cooperation and community responsibility have been hallmark
values and attitudes of the past, the current competitive environ-
ment is developing a new set of attitudes and values. Community
planning has been replaced by strategic planning, survival of the
institution is seen as an organizational objective rather than a
means to an end, and information, management techniques, and
organizational structures are beginning to be viewed as corporate
assets to be protected rather than shared.

The increase in the supply of highly trained physicians is
intensifying competition between groups of physicians and
hospitals for the provision of all services, particularly capital
intensive services. Traditional relationships of patient-provider-
insurer are being disrupted as large-scale purchasers (self-insured
corporations or variously titled alternative delivery systems) in-
tervene in the determination of where and how their covered
populations receive care.

The changing business environment

Deregulation and a return to price competition is a phenomenon
that is intensifying throughout the American economy. The most
obvious examples include the communications, airline, and bank-
ing sectors. While benefits to the overall change in philosophy
and operation of these industries have been given much attention,
there are adverse side-effects which also need to be understood.
Stories are beginning to appear in the media which are drawing
attention to these side-effects. A notable example was a report in a
September 1984 issue of The Washington Post entitled, ‘Saving
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those wounded in our deregulation frenzy’. While not stated
directly in this way, the theme of that report was that whenever
price becomes a dominant force in the marketplace, all cross-
subsidized products and services come to the surface for atten-
tion. For example, in the business sectors cited earlier, long
distance telephone service subsidized local services, high volume
and high mileage routes subsidized low volume airline routes, and
personal checking account services were subsidized by other
profitable banking services. Prices for these cross-subsidized ser-
vices have begun to rise rapidly as competition has been intro-
duced into other high volume markets where the subsidies were
borne.!

To the degree that some of the cross-subsidized services are
viewed as necessary personal services for large groups in the
population who cannot afford them, they will become serious
political issues in the future. For example, home telephone ser-
vice and a personal checking account may be right behind food
stamps and subsidized fuel as issues which command political
attention. The subsidized pricing structure of the past assured
that most individuals could afford these services. The eroding
ability to cross-subsidize the production of these services in future
will bring attention to them, and a debate will ensue as to how
these services should be financed and provided for those who
cannot afford them.?

Implications for health services

What has all this to do with hospitals, doctors and health services
generally? Notwithstanding the previously held views that the
medical marketplace is not responsive to traditional economic
theory, we are learning that the forces of supply, demand and
price do make a difference in the health services marketplace. It is
true that price does not have to be the dominant force in the
environment. Thoughtful observers have pointed out that Kodak
is not the low priced photographic film nor is Budweiser the low
priced beer’, even though both brands dominate their respective
markets. Howevc;r, the industry-wide cross-subsidized products
which were highlighted in the previous section of this paper do
have important analogies in the health care field. To a major
extent these analogies exist largely in the nation’s medical center
teaching hospitals.

There are at least four cross-subsidized products or services
which can be identified in the American medical marketplace:

l
i
i
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specialized standby services;

uncompensated care;

clinical education in the health sciences;
provision of an environment for clinical research.

While there are over 1500 institutions in the United States which
participate in graduate medical education, only 117 of these are
hospitals which may be classified as academic medical center
hospitals on the basis of the fact that the majority of chairmen in
the medical school either serve as the hospital clinical chief of
service or have the prerogative of appointing the hospital chief of
service. While there are wide variations in their organization and
functions, these 117 hospitals represent the extreme end of the
continuum when it comes to the scope and intensity of service
programs; provision of specialized standby services; uncompen-
sated care obligations; the size and scope of medical residency and
fellowship programs, as well as other educational programs; and
commitment to an environment in which clinical research will
flourish.

‘Cost shifting’ is a term that is used to describe the circum-
stances when an individual is provided with services, but the cost
of doing so is shifted to another payer because that individual
either cannot or will not pay for the services. This term has been
used largely to describe the phenomenon of uncompensated care.
However, there are other types of cost shifting that occur
in hospital financial arrangements. They are more commonly
referred to as cross-subsidies, but the principle is the same. The
special standby services, the distinctive diagnostic case mix of
teaching hospital patients, the costs of education, and the provi-
sion of a clinical research environment are all subsidized for the
most part using patient care revenue from routine patients.

SPECIALIZED AND STANDBY SERVICES

The teaching hospital’s patient care reputation is clear: it is the
place for the most severely ill patients. Teaching hospitals are the
primary care source of microsurgery, joint replacement surgery,
transplant surgery, specialized laboratory and blood banking ser-
vices, and specialized neurological and ophthalmologic proced-
ures to name a few. Patients with the most severe medical needs
tend to be sent to teaching hospitals with the most advanced
health care capabilities.

While the charges for many of these services are related to the
costs of providing them, there are some services for which special
charges are not made, or for which charges are not set high
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enough to cover full costs. For example, at many medical center
hospitals, services are provided to a very substantial number of
high risk pregnant women. The cost of providing services to these
women is substantially higher than the cost of providing service to
women whose pregnancies are without substantial risk. In most
hospitals the charges for services to these two groups of women
are substantially the same, even though the costs of providing
these services are quite different. In effect, the patients with
extensive needs are being subsidized by the patient with routine
needs because the charges are based on averages. As a result, in a
market where patients are sensitive to hospital prices, the teach-
ing hopital is at a disadvantage. It should not be surprising to see
teaching hospitals in response begin to set prices for standby
services and other tertiary care services at a rate which more
clearly is related to the actual costs of providing such services, and
the public will have to become used to paying much more for
services which had been subsidized in the past.

A number of researchers are presently developing indices to
measure severity of illness and intensity of service. If successful,
these efforts may improve price comparisons between hospitals
and legitimate price differentials within hospitals. These efforts
are particularly important to teaching hospitals since the teaching
hospital serves more intensively ill patients and at the same time
provides a substantial number of standby services. Until such
research efforts provide a practical way to measure these varia-
tions, the average cost and charge of teaching hospitals will be
higher than the average cost and charge for non-teaching hospitals.

UNCOMPENSATED CARE

Major amounts of uncompensated care are presently being pro-
vided by some American hospitals. The expenses necessary for
this care — staff, supplies, facilities, and equipment — are already
in the present hospital system. The financing of those services is a
hodge-podge of cost shifting, philanthropy, lost earnings and
appropriations. Nonetheless, hospitals have been able until rec-
ently to provide significant amounts of uncompensated care with-
out significant loss. What is most at risk in the changing business
environment is that the self-focused cost containment efforts of
individual third party payers will silently squeeze the present
level of funding for uncompensated care out of the system. The
increases in the price consciousness of buyers of hospital services
place hospitals with large uncompensated care burdens at a signi-
ficant and growing disadvantage. In the absence of a comprehen-
sive entitlement program for financing health services of the poor
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and medically indigent, hospitals historically have set their prices
to subsidize uncompensated care with funds from their paying
patients, where possible. In a marketplace of price sensitive con-
sumers, hospitals which now attempt this cost shifting to under-
write uncompensated care will be at a significant disadvantage.
Their necessarily higher prices will make them less attractive to
paying patients and, as paying patients choose cheaper hospitals
without the uncompensated care surcharge, the financial problem
of the hospital with a major uncompensated care burden will get
worse and worse.

The conclusion of these observations is clear: uncompensated
care is a major problem in a competitive environment because
uncompensated care is unevenly distributed across hospitals.
This uneven distribution in a competitive market handicaps hos-
pitals serving the indigent and medically indigent and benefits
hospitals with primarily paying patients. As Princeton Professor
Uwe Reinhardt has stated: ‘“To saddle providers of indigent care
with the dual responsibility of first, treating uninsured indigents,
and second, casting about for a private source that can be focused
to pay for such care strikes one as a dubious social policy, particu-
larly when the burden of that care is so unevenly distributed
among hospitals.” Given current trends, and the unevenly distri-
buted burden of providing uncompensated care, it seems clear
that if substantial changes are not made, the US shall return to a
two-class system of hospital and medical services, and access to
services for those who cannot afford to pay for them will be
severely curtailed.

CLINICAL EDUCATION IN THE HEALTH SERVICES

Teaching hospitals are major educational institutions. The clini-
cal education of medical, nursing and allied health students is
organized around the daily operations of the hospitals. Patients
are being treated and students are being trained through the same
activities. In effect, both products — patient care and education —
are being produced simultaneously, or jointly. The joint nature of
patient services and clinical education does not imply that educa-
tion is being produced without additional costs — education is not
simply a byproduct. The addition of the educational role does
involve additional costs for supervising faculty, clerical support,
physical facilities, lowered productivity, and increased ancil-
lary service use. It is most difficult, however, to identify dis-
tinctly many of the educational costs because of the impossibility
of a clear separation of clinical care from clinical education. It
is also difficult to quantify the service benefits teaching hospitals
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receive from physicians, nurses, and technicians in training
programs.

For example, medical residents learn clinical skills through
supervised participation in the diagnosis and care of patients. The
patient service benefits that accompany this learning reduce, in
some part, the costs of graduate medical education programs. The
cost reduction varies with the patients’ clinical needs and the
residents’ level of training. Service benefits provided by residents
are probably more substantial for tertiary care patients requiring
continuous medical supervision than for routine patients and are
greater for senior residents than junior residents. While there is
no conclusive study comparing the costs added by residency
programs with the service benefits provided by residents, hospital
executives and medical educators generally believe that the costs
of operating educational programs exceed the service benefits
obtained by patients. This added cost is the investment necessary
to adequately prepare the future generation of professional health
personnel, and its inclusion in hospital prices disadvantages
teaching hospitals in a price sensitive market.

CLINICAL RESEARCH

In the past four decades, the medical sciences have made dramatic
advances in diagnosis and treatment. Much that is now widely
available was unknown a generation or two ago. Many of these
advances began in the basic research laboratories of universities
and their affiliated hospitals; most of the advances were trans-
ferred to patient care as clinical research programs at teaching
hospitals.

The presence of medical research in the teaching hospital has
environmental, managerial and financial implications. To attract
and retain research-oriented faculty physicians, the hospital must
create and maintain a climate conducive to research. Research
scholarship must be esteemed, research support and supplies
must be readily available, and individual hospital departments
must be flexible and responsive to the demands accompanying
research. Managerially, the inclusion of medical research in a
teaching hospital’s primary mission requires governing board and
senior management commitment to integrating research into the
daily operations of the hospital. Specialized supporting staff must
be hired and trained, necessary review and patient-protection
procedures must be developed and monitored, record-keeping
and reporting procedures for the funding organization must be
established, and management styles appropriate for personalized
and efficient patient care must be balanced with collegial style
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appropriate for research productivity. Without an appropriate
environment and management, research will not flourish.

Establishing a medical research program increases a teaching
hospital’s costs. Additional costs are incurred for staff, supplies
and equipment, space, maintenance and upkeep, and record-
keeping. Most, but not all, of these added costs are supported by
grants, contracts, endowments and gifts. Regular hospital ser-
vices provided for research patients are paid generally by the
patient or his third party coverage. However, consider the neces-
sary attributes of a first-class research environment:

a slower pace of operation;

the necessity of academic rewards and symbols;

tolerance of low volume services, particularly in ‘tertiary care’
areas;

tolerance of clinical diversity; and

space, equipment, and other capital outlays for academic
purposes.

Match these attributes to the incentives in the newly emerging
price competitive environment:

increased admissions and patient turnover;

avoidance/closure of low volume/high cost services;
specialization in ‘profitable’ program areas; and

reduction in length of stay, ancillary service use, cost of labor,
supplies and capital.

There is much to be said and understood about this subject.
However, the point that needs to be made is that without an
appropriate environment and management attitude, research
simply will not flourish.

Concluding observations

A substantial portion of this paper has been devoted to a descrip-
tion of the societal contributions of medical center teaching hos-
pitals. This has been done to be sure certain questions receive
proper attention. In a broad societal context, the question be-
comes, ‘Will certain desirable functions be continued?’ Under
both regulated and marketplace models, price competition is the
present emphasis and the unique and important teaching hospital
contributions are disadvantaged by the pricing implications of the
new environment. Whether we move in the direction of competi-
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tion or regulation, it is easy to say, ‘Sure, clinical research will
move ahead, new tertiary services will be available, manpower
will be trained and educated, and someone will take care of the
poor.” Those words roll out so easily and, more recently, with
greater and greater frequency. However, the financing arrange-
ments and characteristics of the hospital environment which have
enabled us to support these important societal contributions of
the teaching hospitals are beginning to shift, and changes are
occurring rapidly.

With the exception of research grants and contracts, and state
and local government support for a relatively small number of
hospitals, patient service revenue in the teaching hospital is the
financial source of support for these very necessary societal con-
tributions. Essentially, what we are doing in the US is subsidizing
several functions with revenue from one function. However,
these cross-subsidy choices are less and less available as the en-
vironment changes to reflect an attitude where competition 1s
strictly on the basis of price. Suffice it to say that although
price competition may stimulate prudent decisions by educated
consumers and groups with purchasing power, there are not
assurances that those ‘dollar votes’ will result in a medical service
system that will achieve the nation’s health care goals and meet
the needs of all our citizens.
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The local dimension: care in the community
DAVID KING

It must be our addiction to the newspaper headline which attracts
us to those pithy one liners summing up life, or characterising a
social trend we can sense but not express until we have that
invaluable latchkey of a few words to unlock meaning. ‘Small is
beautiful’ and ‘the medium is the message’ are two examples: they
seem to say it all in exactly the way we would have done so
ourselves had we coined the phrase first. Saying it briefly,
mysteriously leaves nothing more to be said; it is elegantly self
evident. Self evident, that is, until someone — usually a child —
demands a fuller explanation and then the fun starts. That clear
meaning we could sense can become as slippery as an eel when we
attempt to amplify what it is intended to convey. For me, and I
suspect for many others, ‘care in the community’ is a prime
example of an aphorism so abundantly clear in general terms, but
so elusive in detail. It is a relative newcomer to health language in
the UK but is so full of intended and unintended meaning that its
very utterance can unite or divide company in the most dramatic
way.

It marks a watershed in the trend of healthcare provision and
trying to discover its meaning and translate it into action has
occupied my professional life these past fifteen years. There is no
other concept of such strategic importance. Before it came on the
scene, thinking, training, clinical and managerial activity were
influenced by a diametrically opposed philosophy. It was one
which lauded centralism justified by the benefits of ‘economies of
scale’, ‘critical mass’, ‘centres of excellence’. Such ideas were
ingrained at the outset of my career which commenced in a
London teaching hospital where the view was unconsciously in-
culcated that, of all the sick, the lucky ones were those safely in its
beds and close to its life preserving and enhancing qualities. Care
in the community as an alternative for any of its activities could
only be regarded as cheap, nasty, and negligent. It was not until
1970, or thereabouts, that it was first suggested to me that some of
the work we had so painstakingly centralised in the name of
excellence and benefit to patients was inappropriate, wasteful,
counter-productive, misconceived, even harmful. The message
seemed important, but marginal. However, as the years go on so
there seem to be ever more aspects of health services which have
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been centralised and now cry out to be distributed locally. What
follows is a case study which describes some of the devices that
have been employed to inform a local debate in my district about
where services are best located. It also describes how the notions
of care in the community increasingly affect what we do, as
managers.

The setting

Exeter is a health district in the south west of England, it is 60
miles east to west, and 30 miles north to south with a population
of 300,000, some 20 per cent of whom are over 65. The city of
Exeter (100,000 population) has a university and is the local
government centre for the County of Devon (1 million popula-
tion, including the Exeter district). Some aspects of health care
were once undertaken by counties, and Exeter has traditionally
been the site for a number of services — principally the big
psychiatric hospitals. But Devon has four health authorities and
they are all keen to be as self sufficient as possible. Within the
Exeter district there are a number of small towns — seaside resorts,
agricultural markets, and a port. Several of them have local
hospitals as well as primary care services. When the district was
formed in 1974, there was widespread concern that the small
hospitals would close because the economic and medical ortho-
doxy of the day was that such places were unsafe and expensive.
Plans existed to replace them either by services in Exeter or by
fewer and larger community hospitals. Although these plans had
not been declared publicly, they were suspected by the local
population and in consequence health authorities and their
administrators were not trusted.

This is a prosperous society, one which pays its taxes but,
unlike the popular stereotype, does not leave it all to the state.
There is strong local pride in each community which is expressed
in gifts of time and resources for enterprises identified by local
leaders. Each local hospital has a League of Friends which will
provide voluntary service to the patients and vigorously collect
money for equipment or building schemes.

It was to this atmosphere I was introduced when appointed
district administrator in 1974. My previous experience in a
similarly scattered rural area had alerted me to some of the in-
sensitive demands of centralisation. One example of this was
the location of the area’s hearing aid spares replacement service
on one site, which meant that old people had to make long
journies to replace batteries or the cheapest component. I was
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alert to such problems but felt that their solution was best left to
professionals.

1974-1979: No more than a beginning

Before 1974 the statutory health services in Exeter had been
managed by five separate authorities: three for the hospitals and
two for the domiciliary and public health services. Together they
comprised nearly all the NHS provision, only the family doctor
service was administered separately. With the 1974 reorganisa-
tion, these separate authorities were to work in close cooperation.

The marriage was not one of equals. In Exeter about 90 per
cent of the health budget was spent on hospitals and in conse-
quence there was real concern that hospital issues would pre-
dominate. We sought to establish a management structure in
which the forces of centralisation and decentralisation would have
comparable voice by setting up two main units of management,
one to run the central hospitals (1150 beds) and the other to
manage the local services, including the local hospitals (10 in
number with 470 beds).

Progress in a number of services was not as rapid as we might
have wished in the first five years, but for the elderly things did
get better. Of the eight towns outside Exeter in which there were
hospitals, only in three were there long stay beds for the elderly.
This meant that many old people were admitted for long stay care
to hospitals 20 or 30 miles from home: bad enough if there was
public transport, very depressing if there was none to bring the
occasional familiar face from home. This was also the time when
day hospitals for the elderly were just being introduced and there
were two in the district in 1975. The conditions of some of the
conventional hospital wards for old people were scandalous. We
managed by dint of of persuasive argument and persistence to do
something about all three matters. There are now long-stay beds
in all eight centres, day hospitals in seven of them, and Charles
Dickens would only feel at home in one or two wards now — I am
still ashamed to say. However, because it is not a common expec-
tation that local services will develop and improve, these changes
have been very popular.

1979-1984: Discovering the community

The second five years have been more fruitful. Many factors have
influenced the change and it is worth giving some account of each
of them before describing their combined effect on the way we do
business now.
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MORE LOCALITIES

There was no particular logic in simply concentrating on the
localities which already had hospitals and, in any case, others
were knocking on the door and asking for better services. What
was an appropriate size of locality to recognise for planning and
service provision? Despite the logic of the case to identify more
communities, I must confess to having experienced a personal
reluctance to opening up more territories with their own ambi-
tions and demands on our limited resources — it felt too much like
making additional work for ourselves. Even so, we were eventu-
ally driven by the force of our own arguments so that not only
have we recognised more localities, but have put no limit on the
final number we could consider.

THE BREAKOUT FROM THE PSYCHIATRIC HOSPITALS

In addition to all the services mentioned, Exeter managed about
3000 psychiatric hospital beds (mental illness and mental handi-
cap) in 1974. These served not only the Exeter district but four
others too. Until 1979 we tried to improve the service in existing
hospitals while decentralising services (including the funds for
them) back to the client districts. Because we were trying to move
in two directions simultaneously, it is hardly surprising that there
was little progress. In 1979 we decided to close our hospitals and
create community services in the client districts and in Exeter too.
The scale of resource redistribution (£23m revenue and 2500
staff) and the speed of change has made this publicly the best
known of our programmes.

LEARNING MORE ABOUT PEOPLE

There is a tendency in health services to regard sick and disabled
people as helplessly dependent. We assess their functional disabi-
lities and do our best to compensate for them, but this usually
leads to greater dependence rather than rehabilitation. It is not
what people want when you ask them. They do not consider that
their disabilities should disqualify them from life, but that they
should be compensated by appropriate help and facilities so that
they can get on and lead their own lives. Many people who
formerly appeared helpless and in need of institutional support
could be independent with some help at home. We were denied
these lessons when we were confined to managing hospitals; they
only became clear to us when we worked more in the community.

LEARNING MORE ABOUT THE COMMUNITY

Officials in statutory services tend to assume that what they do
not provide, does not exist. We have discovered how mistaken
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this is and how resourceful a local community can be in providing
for its needs. The major contribution of care is given by one
individual to another usually within the family. There has been a
considerable research effort in the UK to assess the irreplaceable
role of the ‘informal carer’. We are also impressed by the amount
and variety of voluntary services there are, often organised at a
fraction of the cost we incur. Of course, all this was going on
before, but we concentrated on our hospitals and were blind to it.

THE COMMUNITY HEALTH COUNCIL (CHC)

In 1974 a CHC was formed in each health district to be a public
watchdog. We formed a robust friendship with our watchdog and
I believe it has been the most influential factor in effecting
the transition from the reserved, ‘behind closed doors’ existence
health authorities lead before 1974, to the rough and tumble of
open debate. The CHC has done an excellent job in introducing
the public and health authority to each other.

Locality planning

In 1981 we concluded that trying to think and plan community
services on a district basis was fruitless and the time had come to
recognise that just as the district was the appropriate context for
developing central hospital services, we needed a local context for
developing community services. We instituted something we
have called ‘locality planning’ which is nothing more complex
than using the knowledge and experience of local people to shape
the most appropriate services for their neck of the woods. It is
more an attitude of mind than a technique. In a sense the idea
found us and so we decided not to impose a new system but let
one develop pragmatically. There was a danger that we would
impose rules for the recognition of localities — arbitrary popula-
tion size, for example — when they were natural entities which
would identify themselves rather than be defined administra-
tively. So far there are 14 localities varying in population from
10,000 to 40,000.

The picture is vastly different from the days of our original
eight hospital locations. A review of some old plans indicates that
nine years ago we were trying to find ways of reducing the
number of centres for local services, not increasing them. There is
one locality which is small and distant from Exeter and which
without this change of thinking would have had a totally different
deal, because prior to locality planning we were forever saying
that the area was too small for us to make ‘viable’ provision.
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If the definition of localities seems a little haphazard, it is a
model of administrative order compared with the variety of meet-
ings and how people join them to discuss and advise on local
needs. The health authority has set up locality planning teams
comprised mainly of locally based professional staff from health
and other local government services. But there are also local
councillors, representatives of voluntary organisations and any-
one whose work in the locality suggests they would have a contri-
bution to make. Local teams have also been formed to plan and
manage the new service for mentally handicapped people which is

being developed. We are particularly anxious to involve consu- .

mers in this and so there are members of the teams nominated by
the families receiving service. The CHC has established a health
forum in a number of localities to inform it of the particular
local needs of that community. There is no shortage of channels
to inform the concensus of what needs to be done in each
community.

RESULTS

Here are a number of things that have happened as a consequence
of locality planning:

1 A shortfall of geriatric beds for the district was to have been met
by building a new ward block at the central hospital. Instead of
this, the two communities which largely account for the need are
to have their own local provision and will for the first time be-
come service centres. In effect, we shall be opening new cottage
hospitals.

2 The whole service for the confused elderly, formerly located in
one of the mental hospitals, is to be distributed over 12 localities.
Each will have its own beds, day and domiciliary provision for the
first time. This exercise more than any other has demonstrated
that small, local units offer better value for money because of the
immensely high overheads of the large psychiatric hospitals. In
the new service these overhead costs can be invested in care,
not in the heating and maintenance of mile long corridors and
spacious, unused ballrooms.

3 Mental health centres are being established across the district so

that people will no longer have to travel to Exeter for outpatient
and day facilities.

4 Similar local provision is being made for people with mental
handicap. The original plan is being modified daily by experience
so that the service grows more flexible and consumer orientated.
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5 Local domiciliary schemes for the care of terminally ill people
have been supported in preference to a central hospice.

6 One town had long wanted a day centre for its mentally handi-
capped residents and had been offered the standard 60-place
version in a ‘long-term’ plan. Instead, it is now to get something
this year for the actual 20-30 mentally handicapped people who
live in the town. We have bought a large old house for the
purpose and the families of the mentally handicapped will help in
setting it up. This is a good example of how we can weather local
controversy because we are known and not a distant bureaucracy.
The plan to substitute the smaller day centre for an architect-
designed version incensed the local county councillor who con-
ducted a press campaign against the idea, until at a meeting with
families she could see that it was their wish to get something done
and that this was not a decision foisted on them.

Temporary conclusions

We are all programmed in our basic and professional training
with concepts of current orthodoxy, unchallenged tenets of faith.
Reviewing my own, it seems that I was too imbued with the
inevitability and necessity of centralisation so that when ‘care in
the community’ was first suggested as an alternative I was set to
reject it. It seemed basically impractical: to appreciate its possi-
bilities and put them into effect has required a fundamental shift
in attitude. For all its slightness and imperfections ‘locality plan-
ning’ has facilitated that change in thinking and has thereby
altered the way we provide services, their style and distribution.

It has its critics who tell us that it is a method only appropriate
to scattered rural populations. Certainly, it is in the country
communities that it has best succeeded and its application in the
city has been slow: it would be good to see the idea tried in a big
city. There are concerns expressed that because we are involved
in the selection of representatives on the local teams the process is
not democratic. Still others complain that real work is best done
with much smaller territories and populations: a neighbourhood
block with at most one or two thousand inhabitants. Perhaps we
shall refine our focus in the next few years to concentrate atten-
tion on smaller populations. Another comment frequently made
is that the method may be useful for those aspects of health
services that some call ‘care’ — support for long-term, chronic
conditions — but irrelevant for the ‘cure’ or secondary acute
services.




54 Managing the environment

Ten years ago I would not have predicted that our professional
attitudes about location of services could be so fundamentally
influenced by local debate, though there is still much to be done
to show in real terms that things have actually changed on the
ground and not just in our thinking. It will be interesting to see
where we are in the next five and ten years and whether the
changes will be as radical as those in the last decade.
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Introduction

The focus of this section is on how strategy is formed. This sub-
theme raises several immediate questions, like ‘What is strategy?’
and ‘Why does a manager need strategy?’ and, if those can be
answered, ‘How does the manager know if his or her strategy is
any good?’ During the international seminar, much of the discus-
sion around these issues concentrated on the notion that how
decisions are made affects what decisions are made. As a result,
the processes by which a manager’s strategy are formed could be
important determinants of what the strategies will be.

Among the most common of the processes that organisations con-
ventionally employ in the formulation of their strategies is strategic
planning. Yet strategic planning in some organisations is regarded
as an activity or function peripheral to the central role of the man-
ager. In those organisations, strategy is something that managers
get on with implementing once higher-level policy-makers or lower-
level staff people have written the strategic plan. This separation
of planning from implementation has real dangers of reifying
strategic decision-making as something different from manage-
ment. It raises the worrying concern of who then is responsible
for managing the ever-changing interface between the organisa-
tion and its environment. If these dangers are to be avoided,
planning can not be divorced from management, and managers
need to see planning as an integral part of what they do.

Greg Parston’s introductory paper on this sub-theme argues
that planning, implementation and change are not discrete or
sequential phases of managing an organisation, but that they are
interactive and simultaneous activities. In this context, planning
should contribute its analytical and explorative capacities to or-
ganisational learning and to the development and management of
strategies, rather than being simply a formalized process of plan-
production.

Beginning by exploring what is meant by strategy, the paper
reasons that what strategy is — whether a plan or guidelines or
some other form — depends upon the environmental and organi-
sational conditions which confront the manager at the time. Some
managers, however, risk failure by assuming that current strat-
egies fit even though conditions have changed. This results in part
because those managers fail to monitor, to analyse and to explore
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environmental and organisational change. They are not using
planning to learn. But an organisation’s planning process itself
also can contribute to a lack of strategic fit by regularly producing
standardised strategies that have little to do with what the organ-
isation currently needs. Parston cites examples that underscore
the importance of an ongoing analysis of the interaction between
an organisation’s strategy and the factors to which it is meant to
respond, and concludes by proposing that planning what plan-
ning’s role should be is an important responsibility of the strategic
manager.

The interaction of strategic planning and other management
activities is highlighted in the papers that are written by health
services managers. Sandy Macpherson’s case study shows that
careful environmental analysis is crucial to development of
strategy, as well as to its chances for successful implementation.
The AIDS epidemic is a significant health problem in the City of
Toronto. Formulating a coordinated public health response to the
epidemic entails educational and political initiatives with various
groups in the environment, each with their own sets of concerns.
As these initiatives have effect, planning with those groups what
their own responses will be serves as an important process by
which the City’s overall strategy is being implemented.

Bob Dearden’s paper describes the process by which a new
organisation’s strategic plan is developed. The National Health
Service Training Authority was created to take on previously
dispersed responsibilities for training and education in the NHS.
The process of producing the NHSTA’s first plan had to be
sensitive to the many vested interests and constraining factors in
the environment. This was important not just because it made
good planning sense, but because the process of planning con-
tributed significantly to the establishment, legitimation and dev-
elopment of the new organisation. The personal lessons for the
manager from this experience are several, as Dearden concludes
with some insightful observations about the process and context
of planning strategic change.

Another aspect of the link between strategic planning and
organisational development is explored in Duncan Nichol’s
paper. He exaimnes how the difficulties of a district health autho-
rity in the UK presented a need for both an alternative approach
to planning and an improvement in the organisation’s general
capacity to respond to change. Planning served as a good vehicle
for organisational development because of its broad impact on
people working in many parts of the organisation — authority
members, district and unit managers, and clinicians, among
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them. The case study is used to demonstrate how important it is
for managers to design the linkages between what the organisa-
tion plans to do substantively and the systems, processes and
management capacities that they must develop in order to achieve
it.

These manager’s reflections show clearly that, like the prob-
lems they face, their own work is not tidy. Managers’ problems
lack order; the responses to them cannot be the methodical se-
quence of steps nor the application of platitudes that some would
have us believe. Managers manage messes. In order to do that
well, they have to be able to recognize the need for their own
activities to overlap, they have to seize threats that can be made
into opportunities, and they have to understand when process 1s
more important than task.
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Learning to use plans and guidelines
GREG PARSTON

Strategy is not simply a plan. Strategic planning, though, more
frequently produces a plan than a strategy. A manager who
confuses a plan for strategy, when it is not one, can incur great
risks, sometimes fails as a result, and frequently blames poor
planning. The real fault for failure, though, may rest on a con-
fusion about what strategy is, about what planning should do
In an organisation, and thus about what the manager is using
planning for.

This paper puts forward a framework for further consideration
of strategy and of strategic planning. It attempts to string together
three sets of ideas which too often are treated separately: what
strategy is; when different forms of strategy may be appropriate;
and how strategic planning can be useful in formulating strategy
and thus in facilitating organisational learning. In doing so, the
paper raises some questions for managers who are trying to dev-
elop and manage strategy. It is intended at least to help reduce
confusion by encouraging managers to think more discriminately
about why and how strategy and planning can be important to
organisational performance.

What is strategy?

The concept of strategy is a generally accepted one in organi-
sations, but there is an unsettling lack of clarity about what
strategy actually is. On the one hand there is an argument
that strategy is about ‘ends’, about objectives, about what is
to be achieved; on the other, that strategy is about ‘means’,
about processes, about how to achieve. The first argument
often espouses the view that strategy has more to do with ac-
tions to be taken over the long term; the second includes the
assertion that strategy has more to do with actions to be taken
now. To add to the confusion, there are other arguments made
about strategy lying between ends and means, and between
long term and now. We are stuck from the onset, it seems, with
the question of whether strategy is one thing or another, or
whether it can be both or many. It is important to eliminate
this ambiguity, if we want to explore how planning can relate
to strategy.
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STRATEGY IN ORGANISATIONS

Alfred Chandler’s study of American industrial enterprise is
sometimes cited as the beginning of the scholarly concern with
organisational strategy. Chandler quoted Robert Woods, then
chairman of Sears, Roebuck and Company: ‘Business is like war
in one respect, if its grand strategy is correct, any number of
tactical errors can be made and yet the enterprise proves success-
ful’ and, in time, strategy became a corporate household-word.!
Chandler defined strategy as the determination of long-term
goals, courses of action, and resource allocations. Earlier writers
had related the military concept of strategy to the world of bus-
iness — including the still prolific Peter Drucker.? However,
Chandler’s definition of strategy is important because the con-
fusion about strategy can be neatly represented by the alternative
emphases which the definition can be given: strategy as goals,
actions, and resources versus strategy as determinator.

Glueck, for example, defines strategy as ‘a unified, comprehen-
sive and integrated plan designed to assure that basic objectives of
the enterprise are achieved’.> Ohmae, drawing on experiences
in Japanese corporations, states that ‘strategy is really no more
than a plan of action for maximising strength against the forces at
work in the business environment’.* These definitions of
strategy as a plan of actions or tasks are not uncommon in busi-
ness practice, but they contrast with the definitions of other
organisational scholars who see strategy as guidelines for organi-
sational process. ‘Strategy is a mediating force between the organ-
isation and its environment’, writes Mintzberg.> Similarly, Evans
advances the idea of ‘strategy as a structuring force in the organi-
sation, which defines what are the relevant problems and how and
by whom they are to be tackled’.® Ansoff gives meaning to the
idea of strategy as a guideline or a force by defining strategy as ‘a
set of decision-making rules for guidance of organisational be-
haviour’.” But what differences are implied by equating either
with plans or with guidelines?

PLANS AND GUIDELINES

Plans are comparatively easy to envisage. They are the common
outputs of most formal planning exercises. ‘A plan ... is a deci-
sion with regard to a course of action’.® Plans propose the specific
steps of action necessary to achieve organisational objectives, and
are ‘translatable into needs for people, materials, and money’.’
These classic definitions of a plan are in keeping with the connota-
tion of strategy as goals, actions and resources. Organisations of
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many types produce plans which prescribe goals, actions and
resource allocations. They label these plans as strategy and often
identify strategy as the thing which strategic planning produces.

Mediating forces and guidelines are less easy to define. How-
ever, Isenberg’s and Kotter’s studies of general managers offer
help.'® ! Both suggest that there are guidelines for corporate
behaviour that are often predetermined, if not formally planned,
and that they are employed by some managers at least as an
implicit business strategy. The guidelines are concerned with
regulating organisational process. They are less common as the
visable products of strategic planning, but they are based on what
should be a central concern of planning: structuring the organisa-
tion’s activities around important relevant issues. The compo-
nents of this form of the strategy are all ways of doing: gathering
information, defining the problem, making networks of problem,
looking for implementable programmes, choosing the problem to
work on, influencing people — all done in a continuous and incre-
mental manner, in order to structure and sustain the organisa-
tion’s development around its important issues. This form of
strategy comprises what Isenberg defines as problem management:
to find and define good problems, to map these into a network,
and to manage their dynamically shifting priorities.

Now, if we consider the differences between plans and guide-
lines, it appears that Glueck’s and Ohmae’s definitions of strategy
imply ends, while those of Mintzberg and Ansoff connote meahs.
This may be the important difference, but there is a more impor-
tant agreement in their different views. Both views recognise
explicitly that what strategy does is to help the organisation
manage its environment — either by prescribing actions, or by
guiding behaviour. Whether they seek ends or means, whether
they espouse plans or guidelines, both see strategy as management
of the interface between the organisation and its environment. Based
on this commonality, a definition of strategy should be able to
embrace all forms that deal effectively with the environment. In
a very real sense, the form of strategy follows its function. This
semantic compromise seems perfectly reasonable in theory, but
for the top manager there remains the practical questions: Which
form of strategy does the manager use? Is the interface with the en-
vironment managed best by prescribing ends with plans, or by struc-
turing means with guidelines?

‘LIVING’ PLANS

One practical answer to these questions has come from blurring
the distinction between different forms and regarding plans as
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guides which help to define problems. This type of plan can be a
force for mediating between the organisation and its environ-
ment. Quinn’s work, for example, illustrates how some top
managers design plans to be ‘frameworks to guide and provide
consistency’ for others in the organisation.'” Their plans are
‘living’ or ‘evergreen’. They teach managers about the long-term
future, by exploring contingencies and the effects of alternative
ends and of alternative actions; they serve as bases for involving
subordinate managers in negotiations about their own short-term
goals and tasks. As such, top managers strategic plans become
more like organisational guidelines, they become ends to guide
means, and thus provide a vehicle for systemising and confirming
incremental decisions within the organisation.

For top management, this blurred use of plans seems right. If
the organisation’s environment is the dynamic, turbulent field
that Emery and Trist describe'?, then organisations cannot expect
to adapt successfully through predetermined actions, the longer-
term consequences of which cannot be known with certainty.
Instead of prescribed goals and actions, which quickly become
obsolete, top managers seek ‘a guide and ready calculus’ to help
cope with environmental uncertainty and change. As turbulence
heightens, then, strategy becomes less detailed, more directional
and more about kow and why to cope with change than about what
to do. Living plans may be an answer.

However, citing the turbulent environment of the top manager
in order to resolve the differences between detailed plans for
action and general guides for behaviour begs two further ques-
tions: First, is a plan which is strictly ends-related ever useful to an
organisation? And, second, is the top manager’s environment really so
turbulent as to always demand means-related strategy? The questions
are interrelated and in trying to answer them we may be able to
gain some insight into what planning is for.

The heterogeneous nature of strategy

Organisations do not have a strategy, in fact; they have many
strategies. The multiplicity of strategy is commonly recognised in
studies of organisational behaviour. Johnson and Scholes, for
example, observe that ‘strategies are likely to exist at a number of
levels in the organisation’: corporate (concerned with what bus-
iness the organisation is in), competitive (concerned with market
position), and operational (concerned with operational functions). 14
Ansoff makes adaptation of the organisation’s managerial proces-
ses, influence and culture an explicit part of strategy, in keeping
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with his emphasis on organisational capability and implementa-
tion. In effect, Ansoff breaks down competitive strategy into two
sets of guidelines: one for developing relationships with the ex-
ternal environment (which he calls ‘business strategy’) and another
for establishing relations and processes within the organisation
(‘organisational concept’).'” Evans suggests that strategy at any
level can have several dimensions, as well: environmental, sub-
stantive, organisational, managerial and change (cultural). The
role of the strategic manager at any level, he argues, is to coordinate
development of these multiple strands while recognising their
mutual interdependence and interaction. !¢

We know from practice that a plurality of strategies is com-
monplace within organisations, both in language and in applica-
tion. There are different types of guidance and different speci-
ficities of plans operating simultaneously at different parts of any
organisation. There are corporate missions, which outline the
general direction or purpose for all activities of the organisation;
there are strategic plans which explore options and provide bases
for long-term development and for negotiation inside and outside
the organisation; and there are annual programmes which lay out
precise short-term targets and criteria for operational control.
The pattern is immediately and generally recognisable, so much
so that it smacks of the obvious: the answer to the question,
‘Which form of strategy does the top manager use?’ is both of
them - plans and guidelines — and those in between, frequently at
the same time. What is not so obvious is what form fits when.

STRATEGY AND TURBULENCE

One simple and common answer to ‘Which strategy fits?’ has
been to refer to time span: as the timing of future action is
shortened, strategy is seen as more specific, more a plan than a
guideline. As the focus of an organisational unit approaches the
operational — that is, as it relates more to operational managers
and stable current functions than to top managers and uncertain
future markets — strategy takes the form of specific goals, actions
and resource allocations. This distinction is similar to that which
is often drawn between long-term strategic plans and short-term
operational plans. It implies that as we move down the organisa-
tion’s hierarchy, strategy shifts from general guidelines to specific
plans. To use Quinn’s analogy, if the top manager’s strategy is
evergreen, the operational manager’s strategy 1s deciduous.
There is an important lesson in this simplicity, but there is also
a danger. The lesson first: generally, as time span lengthens and
the particular manager’s concern becomes more corporate than
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functional, uncertainty s likely to increase!” and the strategy
required by the manager is more likely to comprise guidance on
how to deal with uncertainty than specific targets to be achieved.
When the strategy is more about what to do than about ways of
doing, when it is more plans than guidelines, it is more likely to
risk failure the more turbulent the environment. In that case, the
plan may not be a strategy at all.

N To illustrate the difference, contrast by example statements
from the long-term, corporate ‘strategies’ of two health services
organisations. The first organisation, a large health authority in
the British National Health Service, prescribes in it’s strategic
plan a geographic redistribution of acute beds within the region in
order to achieve a ‘target of 2.0 beds per thousand planning
population’ by the end of nine years. The second organisation, a
combined tertiary care hospital and medical school in North
America, identifies its long-term strategy as becoming the ‘leader
in health care education within its urban environment’. Both
strategies provide direction. Both infer environmental linkages. If
the environmental of the first organisation shifts uncontrollably,
however — say to alter the bases of its planning population — will
the strategy of 2.0 beds continue to provide direction or will that
specific target become obsolete? If it does become obsolete, then
it would be fair to say that the strategic plan does not help manage
the interface with the environment. It is a response to what was
perceived to be the future environment when the plan was struck,
but the plan is not strategy. On the other hand, while ‘leader’ and
‘education’ may beg definitions of the second organisation, they
are more likely to guide continued development even if radical
environmental changes should occur. Guidance of organisational
behaviour remains in place; the identified important issue of
educational leadership gives substance to strategy.

THE FIT OF A STRATEGY

Now, the danger which arises from our simple questions and
answers can be demonstrated by trying to judge which of the two
examples above is the correct form of strategy. The danger comes
from overlooking the fact that the form that strategy takes, and
when and where in the organisation that strategy occurs, revolves
around a number of factors. Mintzberg identifies at least three:
environment, operating systems, and leadership.!® There are
more, including time. Whatever the number, we are not able to
judge whether any example of strategy is any more appropriate
generally than any other without taking those factors into account
as they relate to their individual organisations. Although we
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might be able to identify what these factors are, they are not
simple, their influences vary amongst different organisations, and
they are interactive, resulting in different requirements of stra-
tegy at different times.

As a result, there can be no general principle about what form
strategies should take for all organisations nor about what form
strategy should take within one organisation for all time. Strate-
gies cannot be homogeneous. There is no strategy that fits all
organisations and times. The long term may not require new
guidelines for behaviour if the environment, organisational pro-
cess, leadership and time do not require it. Conversely, the func-
tional level of the organisation may not find target-based plans
helpful if change in its micro-environment is rapid and novel,
even though it may be part of a larger more stable organisation.

So, the answer to the lingering questions of whether a plan can
ever be a form of strategy which is useful to the top manager and
whether the organisations environment always requires guidelines
is: ‘it depends’. It depends upon what the manager and the
organisation need at the time. This is not as flippant nor as
simplistic as it sounds.

Pettigrew’s analysis of the management of change in a large
organisation suggests that finding and clarifying the content of any
new strategy inevitably entails managing its context and process.'®
For the manager who is trying to develop strategy, the depend-
ency upon context and process, the influence of environment,
organisation, leadership and time, have to be considered in deter-
mining what form of strategy will fit. The confusions between
guidelines and plans and between means and ends, confusions
which can work against management, are often caused by the
manager ignoring the question: ‘which is needed’? This may be
because the manager adopts simple answers and ignores underly-
ing dangers. It also may be because the manager assumes stan-
dard planning approaches will help develop strategy without the
need for clarifying what form of strategy is required. And that
may be because the manager does not think about what planning
should be for.

Is planning for learning?

Managers use planning to explore the ‘futurity of current deci-
sions’.?® They use planning to gain an understanding of the
changing environment, of the nature of the organisation’s busi-
ness, of its goals, and of what the consequences of its potential
actions may be. Planning is regarded essentially as preparing for a
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decision, and for the most part, and often despite the conse-
quences, that preparation takes the form of a plan.?!

Planning can make a significant contribution to the formation
of an organisation’s strategy, whether its required form be plan or
guideline. Planning can develop ideas of how actions which man-
agers are about to take will help the organisation to deal with
opportunities and threats in its environment. It can examine
factors around which strategy revolves and explore the ranges of
uncertainty which confront the organisation. As a discipline,
planning has built up some sophisticated and sometimes sensitive
techniques for environmental surveillance, for organisational
analysis and for futures exploration. Textbooks are filled with
these techniques, and some organisations actually use them quite
well in strategy formulation, not simply in producing plans. Shell
International, for example, attributes some of its improved per-
formance to the construction and use of multiple future scenarios
as part of the formation of corporate strategy.’’ Sometimes
organisations do not use planning to help develop strategies, but
Ansoff’s longitudinal study of corporate performance demon-
strates that ‘firms with systematic planning and execution not
only performed significantly better on average, but also were
more predictable in their performance’.?* So there seem to be

good reasons for managers to use planning; but for what kind of
strategy?

USING PLANNING TO LEARN

Strategy embraces both detailed steps and broad direction, both
specific plans and general guidelines. Confusingly, the vocabulary
of planning seems insistent on defining as ‘strategic’ any consid-
eration of the long term. But strategy need not be long term. In
some environments, at some times, strategy needs to guide cur-
rent behaviour and immediate action. Yet despite the changing
demands on strategy, many managers continue to use strategic
planning without questioning or considering to what forms of
strategy their planning is contributing. What those managers fail
to do is to plan the planning. The decision for which those
managers do not prepare, for which they do not plan, is the
decision about what form of strategy is needed.

So what we see in many organisations are formal and estab-
lished planning processes, which regularly manufacture and
modify formal strategy, without examining whether the form of
strategy on its production line is what the organisation or the
environment demands. What are the results? Long-term action
plans for moving ahead in environments whose turbulence makes
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those actions almost instantly inappropriate; grandiose statements
to guide behaviour in the face of organisational chaos and in-
capability; bureaucratised planning systems and schedules which
bear little relation to organisational needs; and all other manner of
inappropriate strategic products and processes which do not fit.

If the rise of strategic management has taught us anything, it is
that strategies must be managed. To do that, managers must have
the capacity to continuously learn from the factors around which
strategies revolve. Managers must be secure in the understanding
that the dynamics of those factors has the potential to make any
current strategy obsolete. So strategy and the very processes
which help to generate it must be dynamic as well. As the context
that influences strategy changes, the content and the form of
strategy may have to change as well. That is no bad thing, as long
as the manager knows it and acts on the basis of that knowledge.
One act can be to use planning to analyse the nature of strategic
change.

The focus of many of the analytical techniques and processes of
planning can be changed to assess the currency of strategy. In-
stead of only preparing for decision, planning can be used to
implement decision, by surveying, analysing and exploring or-
ganisational performance as it relates to current strategies. It can
do that by concentrating its analytical capabilities on the factors
which influence the formaton of strategy, by assessing the im-
plementation of strategy and by exploring the organisation’s
potential future performance. In doing so, planning can alert the
manager to the needs for change in strategy, not at predetermined
intervals, but as environmental turbulence and organisational
capability require. With this broader mandate, planning is not
only related to strategy formation, it is integral to strategy im-
plementation and to strategy evaluation. It gives rise to an
approach which Ansoff calls strategic learning, a process in which
feedback from strategic moves of the organisation is used to help
modify its strategy.’* Strategy formation and strategy implemen-
tation are woven together as interaction processes.

How can the manager use planning to develop the organisa-
tion’s capacity to learn about the performance of strategy and to
employ that learning to develop strategy? First, by making the
commitment to monitor and assess strategy, for it can be costly
and demanding of management time. But also by adapting and
employing planning capabilities of the organistion to examine the
interaction of strategy with those factors to which it is meant to
respond. Examining the link between environment and organi-
sational process and time demonstrates the point.
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ENVIRONMENT AND ORGANISATIONAL PROCESS

Emery and Trist offer a typology of environments ranging from
the rather simple, relatively stable to the highly turbulent.?> An
organisation’s strategic response should be geared to a reading of
environmental variations within that range. Ansoff suggests a
number of characteristics which merit ongoing analysis, including
predictability and frequency of change, novelty, technological
intensity, and societal pressure, amongst others. As the level of
turbulence shifts, organisational behaviour requires change. He
suggests, for example, that as the environment moves from rela-
tive stability to high creativity, organisational process must move
beyond structural responsibilities to informal task forces and
teams or networks which cross organisational lines. Organisa-
tional processes must change.?®

Hurst’s account of events at Hugh Russel Inc, a large public
steel company in Canada, shows that as environmental crisis
mounts that is exactly what happens: ‘hard box solutions’ give
way to ‘soft bubble resolution’ if the organisation is to survive.
When an environment of rapid growth shifted quickly to threaten
Russelsteel’s survival, organisational arrangements which fit a
growth market proved to be cumbersome, expensive, and impo-
tent. The logical framework of hard (organistional chart) boxes
limited innovatory response. Problem management required
issue-related networks or soft bubbles of managers which broke
through hierarchical accountabilities and internal competitiveness.*’

As well as being an integral component of strategy, organisa-
tional process can influence what strategy should be. Unfortu-
nately, the relationship sometimes can be more parasitic than
symbiotic. Mintzberg’s examination of organisational process and
performance shows that when change is required some organisa-
tions ‘maintain internal consistency at the expense of a gradually
worsening fit with the environment’.?® Quinn’s work suggests
that this misfit manifests itself as a lack of innovation. Top man-
agement isolation, excessive rationalisation (particularly within
the planning process), excessive bureaucracy, and inflexible re-
ward and control systems are among the constraints. If these
constraints are damaging performance, Quinn argues, a new ‘stra-
tegy for innovation’ is required, which may include more complex
portfolio planning, an opportunity orientation and perhaps even
restructuring.?® These kinds of constraints need monitoring, if
strategy is to respond.

There is a need in organisations for top management to be able
to identify when environmental conditions require internal adap-
tation, when boxes or bubbles become more appropriate, when
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innovation is stifled. Survey, analysis and exploration of the en-
vironment — activities central to strategic planning — can make
important contributions to organisational success by testing in-
ternal capabilities against external threats and opportunities, and
by helping managers to learn when strategy needs change.

ENVIRONMENT AND TIME

The life-cycle of change is important to a strategy’s usefulness.
Pettigrew’s study shows that strategic change does not necessarily
occur in a gradual evolutionary manner, but can entail stages of
rapid development followed by long periods of relative conti-
nuity, stabilisation and adjustment.*® This organisational pheno-
menon has its parallels in the science of natural evolution, where
theories of gradualism are giving way to an understanding of the
episodic nature of evolutionary change — the theory of ‘punctu-
ated equilibrium’, popularised by Stephen Jay Gould.?! As the
cycle of times moves on, from lengthy periods of continuity to
sudden periods of rapid change, the strategy (or, in evolutionary
terms, the diversity of the species) needed to cope with the new
environment must change as well. When stability returns, stra-
tegy again assumes the direction of stabilisation and adjustment.

As the cycle or organisational change moves on, the influences
of other factors on strategy formation become more or less im-
portant. Bartlett’s study of EMI and its entry into the diagnostic
imaging business is a clear illustration: ‘Although the decisions
involved in the early stages . .. can be made centrally, as the cycle
progresses decisions increasingly must be made in response to
market developments.” EMD’s entry strategy failed in the mature
stages of the business cycle because it did not cope with the
complex customer, technological and competitive change which
previously were not so important. Organisational and managerial
strategies did not adjust, largely because EMI did not develop a
capacity ‘to sense, analyse, decide, and respond’ to complex
change.? The absence of a planning-learning capability contri-
buted largely to EMI’s eventual failure.

The manager as strategic learner

Linking ideas about what strategy is, about when different forms
of strategy are important, and about the usefulness of strategic
planning in organisations gives rise to the notion of the top
manager as strategic learner. The top manager is not merely the
generator of strategy, nor merely its implementor, but takes on
the added burdens of organisational uncertainty, error and evolu-
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tion. As a consequence, strategy formation is used to modify
current strategy. Argyris and Schon give the name ‘double-loop
learning’ to the diagnostic and adaptive processes which ‘resolve
incompatible organisational norms by setting new priorities and
weighing of norms, or by restructuring the norms themselves
together with associated strategies and assumptions.>?

Within this context, to separate strategic planning from stra-
tegy implementation or from the managment of change is to make
‘the manager as strategist’ an empty concept. The analytical,
developmental, and explorative tools of planning can provide the
manager with information and signals that are essential to the
management of the organisation’s strategies. To employ those
tools, the manager needs to develop a clear sense of how strategies
relate organisational dynamic to environmental turbulence.

Planning, implementation and change are not discrete phases
of that organisational dynamic. They all contribute to organisa-
tional learning and at the same time they interact to provide the
manager with a framework for achieving success. In an important
sense, as components of management, they require strategies
themselves. For strategic planning, then, analytical, develop-
mental and explorative processes must be able to continuously

and incrementally adapt and change. For the manager as strate-
gist, strategic planning must be planned.
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Strategic planning in a political context: the
case of AIDS

A S MACPHERSON

At first glance, the problem of AIDS may seem ill-suited for a
seminar on strategic planning. On more careful examination,
however, the analysis of this modern plague can be undertaken
productively in the strategic planning framework. It is a typical
example of the need for the organization to build in the ability to
change rapidly in response to a changing environment. In this
paper, I outline the biology and epidemiology of the disease, look
at societal trends in terms of both external constraints and the
relatively few opportunities that exist, look at the stakeholders,
suggest a desired direction and outline some actions we took in
the city of Toronto.

AIDS is an infectious disease which first came to the attention
of western medicine about 1979. The inability of the body to
resist infection or prevent the spread of some types of rare cancers
led to the name Acquired Immune Deficiency Syndrome ab-
breviated to AIDS. Throughout this paper, this late stage of the
disease will be referred to as “classical AIDS’. Other stages of the
disease will be referred to as ‘AIDS infection’. ‘AIDS’ unqualified
refers to any stage of the disease. These distinctions are necessary
because much confusion has arisen from imprecise use of the
term. In order to understand the current situation, I will discuss
first what little is known about the natural history of the disease
and consider the epidemiology.

Natural history of AIDS

The causative agent in AIDS is believed to be the HTLV IIV/
LAV* virus. Whether this virus alone is capable of causing
AIDS, or whether other circumstances are required, is not at all
clear. Current thinking is that for the disease to progress the
human T lymphocytes must be activated. This is most usually
done by another viral infection such as infectious mononucleosis
or cytomegalo virus. In any case, it is now believed that 90-95 per
cent of those infected with the virus will not develop clinical

*HTLV III means human T lymphocyte virus as the American co-discoverers

named it. LAV means lymphadenopathy associated virus so named by the French
co-discoverers.
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illness. Whether or not this group can transmit the virus to others
is not yet known. A proportion of those infected may develop the
so called AIDS-related complex (ARC). AIDS-related complex is
characterized by fatigue and swollen lymph glands. In some per-
sons, ARC may be the only outcome of an HTLV III infection. In
other cases, the infection may proceed, eventually overwhelming
the immune system and producing the classical symptomatology
of AIDS. An important recent observation is the effect of
the virus on the central nervous system. This"may produce be-
havioural change.

Who can infect others? It is important to stress that AIDS is not
a highly infectious disease. To date, despite intimate contact, only
two health workers not in high risk groups have been known to
develop AIDS. Both these individuals accidentally stuck them-
selves with needles. AIDS transmission from sibling to sibling has
not been described. In only one documented case has a parent
acquired AIDS from a child. It is therefore not reasonable
to institute quarantine style precautions for AIDS patients in
general. Certain practices associated with very close personal
contact, such as sharing the same toothbrush (because of blood,
not saliva) or the same razor are not indicated.

There are only four known ways to contract AIDS. The first,
and by far the most important, is sexual transmission, particularly
anal intercourse. This is probably because the anal wall is much
thinner, tears more easily, and is more easily penetrated than the
vaginal wall by the virus. A recent case report of five women who
became HTLV positive following artificial insemination is in-
structive. It illustrates the ability of semen to transmit the disease.
Despite unprotected intercourse, however, none of the husbands
had become HTLYV antibody positive.

The second known route of infection is by infected needle.
This has been a relatively common route of infection in the US,
but is much less common in Canada. Infection by needle may be
by deliberate use of the needle as in drug users or accidental as
with health care workers.

The third method of transmission is by blood transfusion.
Obviously users of pooled blood products such as haemophiliacs
are at much higher risk, although infection transmitted by trans-
fusion, in the course of usual surgical procedures, is described.
Finally, transmission from mother to child, usually transplacent-
ally, is known to occur.

The absence of documentation for other routes does not mean
they do not exist. It simply means that they must be sufficiently
rare not to have turned up as yet in the course of this epidemic
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and therefore are of substantially less importance in considering
control strategies.

DIAGNOSIS

HTLV III virus in an antigen. That is, in the early stages of the
disease, the human body attempts to neutralize the virus by
producing antibodies. It is important to note that the body pro-
duces more than one kind of antibody. Some antibodies confer
immunity. The AIDS antibody we now measure is not an indica-
tion of immunity. These antibodies can be detected by several
techniques, most commonly by a method called Elisa. This indi-
cates that the virus is there now but does not give information
about the state of the disease. (This statement illustrates the
difficulty and uncertainty in making statements about AIDS.
Since the initial preparation of this paper, a consensus has dev-
eloped that HTLV III/LAV antibody-positive individuals must
be considered as having the virus present and therefore poten-
tially infective.) Nevertheless, the presence of this antibody per-
mits us to detect individuals who have been exposed and who
therefore may be at risk of passing on the virus. These individuals
can then be counselled about habits and lifestyle.

The use of a diagnostic screening test is not without problems.
All diagnostic tests have false positive and false negative results.
The extent to which a test demonstrates these results is known as
sensitivity and specificity. Sensitivity is the proportion of true
positives that are detected by the test and specificity is the propor-
tion of true negatives that are called negative by the test. Commer-
cial Elisa test kits available now for the diagnosis of the HTLV III
antibody are reported to have a sensitivity of 95 per cent and a
specificity of up to 99.8 per cent.

The interpretation of results of a diagnostic or screening test
depends on the prevalence of the condition to be detected. At this
point we will only report that in a high prevalence population (40
per cent infected), a single positive Elisa test means the person is
truly infected 99.7 per cent of the time. In a hypothetical general
population (1 in 10,000 infected), this positive predictive value
will be 4.5 per cent. In either case the person with a positive test is
200 times more likely to have the disease than a person with a
negative test. This excursion into statistics is necessary to under-
stand the controversy about screening for AIDS infection. In
practice, a single Elisa test is always repeated for confirmation and
verified by a different test. This results in a very low false positive
rate. Recently, the American Medical Association came up with
two distinct sets of recommendations, depending on whether the
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individuals screened belonged to a high risk or a low risk group.
These figures show why. Actually, the screening tests for AIDS
perform extremely well and are well within the levels of sensi-
tivity and specificity for most tests.

In summary, we have as yet a rather incomplete knowledge of
the natural history of AIDS virus infection and its various ramifi-
cations. We do have a diagnostic test but its applicability for
general population screening is still the subject of some con-
troversy. The question of who to screen, as well as how to deal
with the positives, has not been fully thought through.

The impact on public health

It is important to recognize that this new fatal disease is a major
and serious public health problem. In the City of Toronto in
1985, AIDS was the second commonest cause of death in males
aged 30-39. AIDS is predicted to be the commonest cause of
death in males of this age group in Ontario in 1986. Although I do
not subscribe to the doomsday scenarios, a number of highly
responsible microbiologists have called AIDS the wost plague
since the 15th century. The outcome for those who progress to
the classical AIDS syndrome now is fatal, but the years ahead will
give us a beter understanding of the epidemiology in terms of the
likelihood of an HTLYV III/LAYV infection progressing to classical
AIDS. We may also learn a great deal more about in which phases
of the disease it is transmissible.

While the disease is new, this kind of health problem is not. In
the early years of this century, syphilis and tuberculosis were
major causes of disability and death. Physicians and nurses worked
in fever hospitals where they daily exposed themselves to the risk
of infection for which there was no treatment. As we advanced
into the 20th century and the germ theory of disease gained wide
acceptance, the response was substantially different from the
response of AIDS today. There was mandatory reporting of infec-
tious disease, vigorous follow-up of contacts, a very wide screening
net. In the case of syphilis, the Wasserman test was considerably
less specific than the Elisa test for AIDS. Nevertheless, Wasserman
tests were obligatory in many states and provinces to obtain a
marriage certificate. Pre-employment physicals and hospital ad-
missions were always accompanied by a Wasserman, as was entry
into the armed forces. The possibility of quarantine also existed —
and indeed exists to this day — with specialized hospitals estab-
lished for the treatment of contagious disease.
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Community health management

AIDS has evoked again many of the primitive fears that accom-
panied earlier infectious diseases. A priority in the community
health management of AIDS has been to fight the fear of AIDS.
However, this objective should not conflict with the mission of
public health which is to prevent the spread of AIDS.

Today’s society places higher importance on individual rights
than in the past. Some public health intervention, particularly the
strong powers of detention and quarantine, are based on the now
less popular utilitarian approach to jurisprudence. The individual
has the right to privacy and freedom from unnecessary harass-
ment. The individual does not have the right to infect others with
a potentially fatal disease.

Against this background, local health authorities in high risk
areas around the world struggle to maintain credibility with the
public, retain the confidence of high risk groups, balance indi-
vidual and collective rights and attempt to reduce the spread of
AIDS. The high public profile, the emotional impact of this
disease on those affected, the uncertainty about its management,
and the variety of fears require careful analysis of the roles,
attitudes and position of the stakeholders. It is also essential for
the organization to build in flexibility and responsiveness to
change in order to maintain its mission and to control the disease.
In what follows, I will become increasingly specific about the
experience of one local health authority in Toronto, Ontario, in
developing a strategy to deal with the problems of AIDS. Our
experience is likely to be not too different from a dozen other
cities in the western world.

THE ENVIRONMENT

In doing an environmental scan, we have found that the following
elements need to be taken into account:

1 The homosexual community — This community has been at the
highest risk for the development of AIDS and was among the first
group to become seriously concerned. As a result, they acquired
an expertise long before most public health officials or govern-
ment were interested. They have claimed that the public’s relative
lack of interest in AIDS, until quite recently, is the result of
homophobia. The opposite may be true, our modern concern for
civil rights having inhibited us from imposing sanctions on vul-
nerable groups easily subject to discrimination. Today, gay
groups are well organized in most communities where there are
sufficient numbers of AIDS cases. They perform a very useful
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self-help function, while at the same time, providing substantial
policy input to governments. The role of these groups is difficult
since, on one hand, they do not wish to unduly alarm or foster the
‘new leper’ attitude. On the other hand, they wish to draw atten-
tion to the seriousness of the situation, and to attract government
funding.

2 The general public — The public is not homogeneous; it varies
from extreme emotional reaction towards homosexuals, homo-
sexual activity and AIDS to strong compassion for the plight of
the classical AIDS patient. Some elements of the general public
seem to be fulfilling the gay groups’ worst fears. They express a
widespread fear and anxiety about AIDS in the community.
Fortunately in Canada these elements comprise a relatively small
proportion of the population. A more substantial group of the
public sense an express distaste and disapproval of the homo-
sexual lifestyle. Many fourd the explicit language and description
necessary to reach the high risk population offensive. Perhaps the
largest group of all are the people who have a basic inclination to
be compassionate, but who are ill-informed and to some extent
distrustful of the meagre information available. Initially there was
not a great deal they could be told about AIDS with authority,
and this aggravated their problem. Finally, a minority of the
public were initially compassionate, made themselves well-
informed and became valuable allies in the development of self-
help.

3 Public Health — The public health community was slow to get
involved. Until quite recently in Ontario, AIDS policy was being
developed by one provincial epidemiologist working part-time on
the problem and, apparently, by the Minister’s political staff. In
Canada, advisory committees have tended to be composed of
basic scientists and clinicians, not public health professionals.
Because of concerns about backlash, there has been apparent
reluctance on the part of the public health community to play an
aggressive role in the control of this disease. While it has usually
been the public health response to err on the side of safety when
there is reasonable and probable cause to do so, this has not
happened with AIDS.

4 Government — In the absence of firm public health direction,
government has been guided largely by political considerations.
Perhaps the most dramatic example of this occurred in Ontario
where the Minister of Health partially rescinded, apparently on
political advice, regulations that had just been proclaimed con-
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cerning the reportability of AIDS. His action had the effect of
making it virtually impossible to track the spread of the disease to
new risk groups. It took six months to get this position reversed.

5 Health professionals — The role of health professionals has been
extremely mixed. Significant numbers of physicians, dentists and
nurses have appeared to have forgotten the longstanding com-
mitment of their professions to the care of those with infectious
disease. Membership in medicine or nursing implies a willingness
to expose oneself to risk and indeed many have done so willingly.
Nevertheless, the special needs of the health care worker groups
have not been adequately considered by public health or hospital
administrations or perhaps even by gay rights groups.

6 Educational authorities — In the spring of 1985, the school
system in New York City erupted as parents refused to send their
children to school with children with AIDS. In Toronto, officials
became concerned that a similar situation could occur. Teachers’
unions sought further information. School trustees were approached
by anxious parents and school administrators sought explicit pro-
cedures to deal with children with AIDS.

7 Red Cross — The Red Cross is a stakeholder because prior to the
development of the screening test blood and blood products were
a major concern in the threat of AIDS. The advent of a screening
test for AIDS posed many problems for the Red Cross. The Red
Cross must maintain the supply of transfusable blood both in
quantity and quality. They have a strong tradition of confidenti-
ality for their donors. They were reluctant to report positive tests
and ill equipped to do the follow-up themselves.

BUILDING RESPONSIVENESS WITH THE ORGANIZATION

In Ontario, health units are local public health authorities. They
are governed by boards of health composed of politicians and
politically active lay persons. Board meetings are public and at-
tended by the media. In Toronto, the Board of Health regularly
hears deputations from concerned citizens. These practices im-
pose responsiveness on the staff.

This formal input is not enough in developing a plan to deal
with the AIDS epidemic. We found that we must reach out and
maintain regular contact with all the stakeholders in the en
vironment. To combat fear of AIDS, two senior managers were
appointed to OPEDA - the Ontario Public Education Panel
on AIDS. This group was sponsored and funded by the Min-
ister of Health to produce educational material about AIDS.
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Membership included the Red Cross, the AIDS Committee of
Toronto (a self-help group), representatives of nursing, and a
clinician. We also requested and were granted observer status on
the Provincial Advisory Committee on AIDS

We formed a working group with the school authorities in
Toronto, emphasizing that there were at that time no cases of
transmission of AIDS between parent and child, except at birth,
or between siblings, even in the intimate contact of family life.
Since there 1s no evidence that AIDS is transmitted by usual
social contact, there is no need to inform school authorities about
cases and there is no need to bar such children from school for the
protection of others. In each case, the health authorities will
evaluate the child. To increase the amount of information avail-
able, we circulated a joint statement to school staff, we made
senior department staff available to talk with parents and teachers,
and I briefed an elected school trustee from each of the two
boards we serve.

When the public storm broke, it was over a teacher who was
alleged to have died from AIDS. We were prepared, and able to
present a consistent, scientifically accurate and therefore reas-
suring message to public, parents and teachers.

We formed a committee to set the ground rules for follow-up of
individuals reported positive for HTLV III/LLAV antibody. We
included in the group, a representative of the AIDS Committee of
Toronto and a physician who was well known for his civic liber-
tarian views on screening for AIDS.

A senior staff member with a haemophiliac child became ex-
tremely active with respect to the AIDS issue in haemophiliacs.
He represented the haemophiliac society on a number of local and
national groups dealing with AIDS problems. This brought not
only the perspective of the at risk population, but the public
health perspective as well.

Fear of AIDS is now diminishing, spread of the disease is slow-
ing, in our community at least. The turbulence of 1984 and 1985
seriously challenged public health in North America. We were
slow to realize the changing and unstable social and ethical en-
vironment. This unusual example demonstrates the usefulness of
the strategic planning approach in an area other than resource
allocation and priority setting.
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Strategic planning in a function at national level
R W DEARDEN

This paper presents a case study in strategic management in an
unusual combination of circumstances. The case entails the pro-
duction of a strategic plan for the new National Health Service
Training Authority for England and Wales.

The functions of the Authority NHSTA) are described, along
with the service environment in which the strategic plan was to be
put into context. There then follows an outline of the process
followed to articulate a national training strategy and an indica-
tion of its main values and priorities.

Finally some observations are offered on features of strategic
management in a function at national level.

The NHSTA

At issue was the development and establishment of a national
training strategy for the health service in England and Wales.
There had never been any such strategy, although government
departments had been involved in health service corporate plan-
ning since at least 1974 and some training functions had been
carried out by central government departments until 1983. At
that time, a new body — the NHSTA — was created to take
responsibility for what had previously been central government
responsibilities in training, but within the NHS.

The NHSTA was created as a special health authority and
formally took over its responsibilities in October, 1983; it ac-
quired its first budget in April, 1984. The functions of the
Authority are quite widely defined to include identification of
NHS training needs, formulation of policies and standards, and
provision and review of training programmes. In addition to
training in a very broad sense, they include some employment
practices and research. The Authority is not responsible for basic
professional education (for example, of doctors or nurses) but
otherwise is involved with a full range of educational and train-
ing activities including continuing education, skills training,
management education and development, involving all types
of NHS personnel from ambulance men and cooks through

to doctors, nurses, general managers and members of health
authorities.




Strategic planning in a function at national level 81

The environment

Obviously the major goings on in the NHS generally, and other
issues in the Training Authority specifically, had significant im-
pacts on the development and content of a national training
strategy. To indicate the extent of these influences, the main
external and internal features of the environment are described
below:

1 The creation of a new Training Authority and devolution of
responsibilities from Department of Health and Social Security
(DHSS) to the NHS was widely welcomed in the health service.
This got the Authority off to a good start. The membership of the
Authority is drawn from members and managers of health auth-
orities in England and Wales. From the beginning there was a
willingness and an eagerness to support the notion that there
should be a national training strategy. At the same time, this has
led to high expectations with little knowledge or interest in
the constraining factors in the other parts of the Authority’s
environment.

2 Following the recommendations of a Management Inquiry
Report on the NHS (the Griffiths report), government policy is to
change fundamentally the nature and role of management in the
health service. A key feature of this change is to move from the
historical pattern of functional and consensus management to a
pattern of general management more recognisable in other ser-
vices and industries and perhaps in other nations’ health services.
This has meant much turbulance and change in health authorities,
creating a very anxious and uncertain climate for other major
health issues. At the same time, it immediately thrust the Train-
ing Authority into the limelight as having a key role in supporting
these changes and producing matching radical development in the
management education system.

3 The health service as a whole continued to grapple with succes-
sive manpower cuts and uneven reductions in spending power,
whilst coping with national and local priority imperatives, demo-
graphic change and medical technological advance. Whilst in
some ways this environment forces change, in other ways it makes
change more difficult by contributing to a more hostile environ-
ment for anybody with a developmental message.

4 Part of the implementation of the Griffiths report included the
establishment of a National Board for the NHS, with an indus-
trial manager brought in as Chairman. This resulted in renewed
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attention to issues of accountability. The National Board and its
Chairman have clear responsibilities for national level manage-
ment of the NHS, with high expectations placed upon them both
by Ministers and by the NHS. At the same time, the formal
position is that regional health authority chairmen continue to be
accountable to ministers and not to the Chairman of the National
Board, and their regional general managers are accountable to the
regional authorities and not to the National Board. Whilst consid-
erable effort has gone into clarifying roles and relationships in-
formally, this situation has not been formally clarified or resolved
in practice. The position of the NHSTA is a complicated micro-
cosm of this tension. The Authority has to be seen as delivering
the goods by both the NHS and the Management Board or it will
lose support in practical terms. The NHS is a large, diffuse and
inconsistent organism. In political and practical terms, this aspect
of accountability has so far amounted to seeking and ensuring the
support of regional chairmen, advised by their general managers,
for Training Authority major strategies and initiatives. At the
same time, trade unions that historically have been heavily repre-
sented in the national level training machinery are keen to main-
tain their influence. This is partly achieved by two trade union
members of the Authority. Accordingly it would be difficult to
make progress on major change if this were felt to threaten im-
portant trade union interests — although in practice this has rarely
been a problem so far.

S Within the Training Authority itself, a number of factors in-
fluenced the short-term action agenda comprising part of the
internal environment for strategic planning. These internal fac-
tors included staffing, office location and inherited programmes
and systems.

The headquarters staffing of the Authority was from the begin-
ning and until well into 1985 the inherited staff from DHSS on a
seconded basis. I joined the Authority in March 1984 as Chief
Executive and for the following eight months was the only per-
manent substantive member of staff. The difficulties that posed
are obvious. At the same time it was urgent to define a new
organisational philosophy related to staffing structure and to re-
cruit around 50 new posts from the most junior to the most senior
on a very short timescale.

Over that same timescale, the decision was made and imple-
mented to relocate from London to Bristol. Whilst this is of both
immediate and long-term benefit, particularly in financial and
recruitment terms, the additional workload and turbulence was
competing for time and energy.
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Finally, the Authority inherited many things from government
training departments. These included a range of programmes
which had never been planned or subjected to any coherent policy
but which self-avowedly had been incremental responses to pres-
sures of the day. This meant that it was easy to get agreement that
there should be an overall plan and programmes shaped to a
planned view of priorities, but there was also a heavy investment
of resources and energy in the existent, each individual part being
someone’s baby and beloved of a vested interest.

The inherited administrative machinery and infrastructure that
gave rise to previous programmes was both excessive and in-
appropriate. On the one hand, the machinery tended simply to
represent the large number of health service vested interests
which resulted in over 50 committees of various kinds. Almost all
of these had to be abolished on the same timescale, the efforts
again competing for time and energy. A significant proportion of
the infrastructure rested upon designated national education
centres funded by a historical incremental block grant, with little
idea of objectives, workload and accountability. Again this had to
be changed on the same timescale. However, because the func-
tions had previously been carried out by one small part of a very
large government department, there were precious few, if any,
inherited budget systems or procedures appropriate to an ac-
countable separate organisation established as a special health
authority. So, there was a need for basic housekeeping, which it
was important to get right and to get done on the same timescale.

Process

What is the right way to stimulate thought and to develop, estab-
lish and implement strategies in a function at national level, with
a new body operating in the environment described above? The
answers are not obvious, although there are some obvious ‘don’ts’.
The two extremes to be avoided, both well established in the
British NHS, are on the one hand the top down bureaucratic
statement ‘here it is — get out of that’ and, on the other hand,
protracted repetitious consultation resulting in wishy-washy well
intentioned manifestos. Because of the relatively few useful
measures of productivity and even fewer measures of effective-
ness, it is easier than usual to make motherhood and apple pie
statements in training matters. A further complication is that
working at national level is like working in a goldfish bowl. There
is no shortage of examples of defunct national bodies which
became extinct at least partly by not getting right the process of
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having good ideas, communicating them well, being responsive to
the various constituencies and putting them into practice.
In the event the following process was followed:

Spring 1984 — publication of Investing in People — The Future,
being partly an explanation of the Authority’s role, function and
intentions, but mainly a series of structured questions addressed
primarily to the NHS on what changes were sought and major
issues of substance to be identified.

Summer/Autumn 1984 — discussion papers, informal ad hoc semi-
nars, some policy statements, commitment to Ministers to pro-
duce a draft strategic plan by July 1985 and a substantive strategic
plan by the following November.

Winter/Spring 1985 — more informal discussion papers, seminars,
and so on.

Spring 1985 — NHSTA approves publication of consultation
document An Qutline for a National Training Strategy. Building on
previous steps this document outlines emerging policies, indicates
possible future directions and defines unresolved issues; response
at all levels on each part is sought.

Spring/Summer 1985 - informal discussions, teach-ins, and so

on. Supportive, positive and in parts sophisticated response to
consultation document.

July 1985 — NHSTA agrees draft strategic plan to be submitted to
DHSS and National Board. Further work and consideration of
continuing consultation responses.

September 1985 — NHSTA further considers responses and
latest work finalises substantive strategic plan.

Autumn 1985 — Substantive strategic plan submitted to DHSS
and National Board and made available to NHS training infra-
structure. Full strategy available on request, short ‘popular’ ver-
sion published widely throughout the service.

Content

The outcome of all this is a document of approximately 30 pages.
It has the obligatory mission statement, describes a fairly short
list of priorities and makes position statements on the main sub-
ject areas, notably management education and development, pro-
fessional and occupational training and training methodology.
With regard to the priorities and statements of intent the
attempt was made to make definite statements with which it is
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possible to disagree and where feasible to draw out the entailed
practical implications. The extent to which we have succeeded in
this will be determined by wiser heads. An extract from the
strategic plan, comprising its summary, is quoted in full:

Time is a scarce commodity and you may not be able to read all of
the Outline Strategy. Please use the summary on the following
pages to get an impression of the total document before refer-
ring to the section or sections which are of particular interest. The
minimum that will give you a coherent impression of the total
document is the summary and section one — the introduction.

Summary

This document sets out the NHSTA’s outline for a national
training strategy. At this stage, the views expressed in the
document are initial guidelines rather than fixed proposals and
we will welcome any suggestions as to ways in which our
proposals could be enhanced.

Our outline is split into seven sections and an appendix appears
at the end of the document. Briefly, these sections deal with:

1 Introduction

In our introduction we set out what we at the NHSTA believe
our mission to be and we give some of the reasons why a
national training strategy is needed. We introduce those train-
ing areas which we believe warant the highest priorities and set
out our philosophy in some detail.

2 Management development

Management development is one of the areas we select for
priority treatment. In this section we set out the need to de-
velop suitable candidates for management careers and discuss
how they should best be developed. We describe our major
review of all NHS management education, training and de-
velopment. We highlight the fact that different approaches will
be needed when training doctors as opposed to other NHS
managers and suggest what these might be. Consideration is
also given as to how we could deal with management budgeting
and the introduction of information technology.

3 Professional and occupational training

We highlight five main areas where we feel we should get
involved. These include: training for people new to a post;
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meeting service wide training needs such as developing ‘cus-
tomer relations’ skills; providing up-date training when the
skill and knowledge requirements of a job change; retraining
staff for new work roles when the purpose and boundaries of
the job change; redeployment training. Consideration is also
given in this section to the way in which the NHSTA can help
when the pattern of health service provision changes, for ex-
ample alterations in the provision of care for the elderly. Fin-
ally, we outline what we consider our priorities to be.

4 Training methodology and technology

We believe that it is possible to provide more, better trained
individuals to the Health Service by optimising our training
resources. In this section we outline some of the processes we
would use to deliver training and define the need for trainers in
a consultant rather than instrumental role. We introduce our
proposal to transform the existing Training Aids Centre into a
new training media and media skill development unit and dis-
cuss the use of various new training methods, techniques and
technologies.

5 Performance review

We are keen for there to be a system which indicates how our
training activities and those of others are performing. In this
section we give bases on which performance could be judged
and suggest ways in which our efforts could be analysed and
assessed.

6 Funding policy

We propose that as a general principle mainstream programmes
should not be ‘free’ but charged at an ‘at cost’ figure. The
funding policy section sets out the reasons for this proposal and
gives examples of cases which might be considered to be excep-
tions to the rule.

7 Role and relationships

The NHSTA’s work can only be effective if it can co-operate
successfully with others. This section outlines the way in which
we see our relationship with the NHS, the DHSS and the
outside training world. We also explain the roles of National
Education Centres and National Health Service Training
Authority Centes.
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Concluding observations

This case study is presented not from the point of view of some-
thing done well for the edification of others, but rather to share a
learning experience from someone with some experience of stra-
tegic management and planning, struggling with new issues, con-
text, dimensions and environment. We would all do it better next
time. In that context the following personal observations are
offered.

1 Strategic planning and management is never easy, but is harder
in a context of multiple or ambiguous lines of accountability. The
position of the NHSTA in this regard is described above. On
reflection I feel that the difference between national and local
strategic management in this regard is one of degree, rather than
kind. All health managers, whatever their formal positions, have
to relate to a range of different kinds of constituencies, which
need to be minimally satisfied. Perhaps this is intrinsic to all times
and places in the planning and provision of such an important and
personal service as health.

In Britain, the district general manager’s accountability to the
health authority and the chairman in particular may be clear, but
1t 1s also clear that he or she could well be in trouble if a number of
constituencies (and therefore ‘accountabilities’) are not satisfied.
The regional general manager can be expected to have a signifi-
cant impact on whether the district general manager is deemed to
be successful. It should be noted that both the regional general
manager and the chairmen can change at fairly short notice and
that the picture will become more complex with the advent of
performance related pay. Consultant medical staff, consumer and
political organisations and trade unions are all examples of other
factors which at various times and places have the capacity to
materially affect the judgment as to whether a general manager
and a strategy have been successful. In America and Australia, for
example, the fluctuations of a market health economy or radical
change of the rules by the Federal government similarly can
override other perceptions of accountability and performance.

2 Everybody wants a new bus service provided the stop isn’t
exactly outside my house. Everybody wants national priorities,
provided it does not take away anything I have got and preferably
gives me some more. Readers will feel that this observation is true
of strategic managment in any context. My observation having
moved from district management to national level, is that the
force and dimensions of this are much greater at national level.
This is amplified by the goldfish bowl effect.
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3 Another factor in strategic management in any context, but
again one that I feel is amplified at national level, is the enhanced
subtlety of striking the right balance between sensitivity to the
constituencies and getting something done. Given a large canvas
including a large number and variety of constituencies on any one
issue at any one time, there will be some who demand the status
quo, some requiring radical change, some who don’t give a damn,
and yet others who are downright contrasuggestible. This range
of responses can be found even within one constituency — for
example, health authority members. It is easy to see why strategic
managers at national level become seduced into one of three
postures according to temperament: insensitive, dynamic ‘push it
through’; interminable inconclusive sensitivity; and cynical token
consultation playing off one constituency against another. Given
the importance of getting the balance right, I conclude that it is
important at the personal level to have confidential and trusted
points of reference — organisational wise uncles or whatever — as a
source of feedback and therapy.

Organisationally to strike this sort of balance it is highly desir-
able and perhaps essential to develop a learning culture as part of
how that organisation works. As a new organisation, the NHSTA
has in place some mechanisms and processes for securing feed-
back information and is establishing more. Work has begun
on the more complex and subtle process of what and how we
learn from that information. Learning is often accelerated
where uncertainty is tolerated, conflict is managed and mistakes
are tolerated. NHSTA has certainly had its share of uncertainty,
conflict and mistakes and internally the learning is very fast.
This is helped by staff sharing a common vested interest in
NHS staff development, rather than the incompatible vested
interests frequently found in heterogeneous health authorities.
It is also helped by the leading staff themselves being profes-
sional educational and training staff and therefore attuned
to the need for optimising the use of learning opportunities.
Establishing a learning-loop with the outside world is more
difficult as the NHS is more prone to rush onto the next crisis
rather than learn from the last one and to move away from
mistakes as rapidly as possible, rather than spend time learning
from them.

4 Successful strategic management must by definition be break-
ing new ground, at least some of the time. This case study is
about breaking a lot of new ground in a short timescale with
few signposts or maps. However much thought is given to the
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objectives and the plan, however much sensitivity there is to
constituencies and however textbook perfect the strategic man-
ager or management is, there comes a point where knowledge,
advice and authority all run out and someone has to say, ‘let’s do
this’. So strategic management not only implies the courage to
break new ground, but also the willingness to make mistakes
(often enough said) and also the ability to live with them (more
difficult).

5 ‘Only the Health Service thinks plans are for implementing’ (G
Best, Fellow, King’s Fund College). Feeling committed to a
strategic plan which represents the investment of so much per-
sonal time and energy naturally leads to wanting to shape the
world to that plan, which in a stratified bureaucracy means that
the planning system easily becomes an obstacle to action rather
than its vehicle. ‘“The plan’ determines timetables and prevents
seizing opportunities or changing the game to meet changing
circumstances. It is crucial to have a plan if we are to avoid
creeping incrementalism, or bouncing from pillar to post; it is
equally crucial that we do not become servants to the plan rather
than its master. At the same time, health service managers, cer-
tainly those in the NHS, will be familiar with the phenomenon of
the yawning gap between strategic intent and operational de-
livery. Even a casual reading of the newspapers suggests this is
not an unknown phenomenon in purposive dynamic private en-
terprise. In this sense, production of the strategic plan is the easy
bit. An effective implementation plan and process has to come
next. Recognition of how important the implementation pro-
cesses are seems to vary with the perceived immediacy of con-
sequences. Although an individual manager may lose his job, a
district health authority is unlikely to go out of business, however
unsuccessful. Moreover, it can take many years for the effects of a
policy to become visible and it is not always clear where the
responsibility lies for relative success and failure. In these circum-
stances, ensuring a good balance is struck using all the compo-
nents of the management of change is easier to see as desirable
rather than imperative. Historically the NHS has invested heavily
in strategy and structure and somewhat on systems; there have
been weaknesses in the management investment in beliefs, man-
agement style and staff development. If the relationship between
managerial cause and effect is clearer and the consequences of
failure more visible, then the force of working on all these elements
1s compelling.

6 Strategic management is about the basic choice of what is
crucial and deferring or refusing the rest — yet another balance to




90 Planning strategy

be struck. This carries the twin temptations of biting off more
than one can chew, or missing opportunities/ducking challenges.
Perhaps it is a balance which cannot be got right — with hindsight
it is easy to see that an important opportunity was missed or too
much attempted in too short a time, or even both at once.

An established organisation with plenty of flexibility and room
for manoeuvre built into its strategy has a better chance of coping
with the unmissable opportunity or the unpredicted threat; and
its environmental scanning should give it more time to accelerate
or decelerate the key items on the change agenda as circumstances
change.

7 Appropriately enough, a final thought about the development of
strategic managers arising from the previous observations. Many
of these are about various kinds of balances requiring a range of
different kinds of sensitivity and personal insight. At the same
time, management is a somewhat desensitising process because of
the results orientation, exposure, pressure and inevitable
conflicts.

Managers are constantly adopting postures — whether conscious
or not — on all kinds of balances, such as tough/tender, fast/slow,
do/consult, stick/carrot. Wishy-washy inertia clearly has to be
avoided, but in the long run the Rambo posture is not going to
deliver the best results either. It is not even possible to begin to
make sensible choices about these balances without first becom-
ing aware of their existence and nature. The desensitising experi-
ence of managing itself needs to be balanced with some sensitising
about the results of choices made. Many of the successes of the
effective strategic manager — making decisions about the un-
knowable, reading external and internal environments, ensuring
capacity to change direction or pace — are simply not available to
the Rambo school of management. Without throwing the systems
and action babies out with the bathwater, we need to recognize
the significance of sensitivity and intuition in effective manage-
ment. The implications for staff development are profound.
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Action research and development in strategic
planning
DUNCAN K NICHOL

The first part of this paper presents a before and after case study
of the involvement of consultants from the King’s Fund College
in the development of an alternative approach to strategic plan-
ning in a district health authority. The second part offers an
analysis of the success of such an organisational development
resource in producing fundamental change in the organisation.

Case study: Wirral District Health Authority

In 1982, two district health authorities in the Mersey Region,
Liverpool and Wirral, were projecting very large overspending
problems (in Wirral’s case a possible £5,000,000 overspend or 10
per cent of its revenue budget). Although sharing this financial
predicament, Liverpool presented as a health authority with very
little coherent planning whereas Wirral was the most comprehen-
sively planned district in the region. In 1978, the Wirral strategy
had been drawn up with operational research help from the
Department of Health and Social Security to assess the changes in
service consequent upon the opening of a new district general
hospital and the associated closure of up to 13 small units. The
strategy was highly quantitative and based on centrally promul-
gated norms of service provision, with predetermined assumptions
about increased utilisation of clinical resources leading to shorter
lengths of stay and higher throughput. There was an apparent
matching financial plan.

An unplanned and uncontrolled expenditure explosion fol-
lowed the opening of the new district general hospital in 1982. At
the same time, the district suffered a reduction in previous plan-
ning assumptions about financial growth over the decade. Instead
of a real cumulative 1 per cent growth rate year on year for 10
years (approximately £5,000,000) the district could expect growth
money from the region over the decade totalling £2,000,000,
which would not be allocated in equal annual instalments and
which was to be earmarked for developments in non-acute services.
Further, the district was asked by the region to transfer £4,700,000
recurring revenue from its acute to its non-acute services.

This combination of internal control difficulties and externally
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imposed parameters presented a crisis in management of the
district. Region suggested that an external organisational develop-
ment (OD) resource, namely the King’s Fund College, should be
invited to make a contribution. Amongst other points the Region’s
interest was in testing, in an action research mode, the King’s
Fund’s alternative approach to planning which was summarised
at the time in the appendix at the end of this chapter (page 00).

The proposed OD consultancy was intended to assist the dis-
trict in three main areas:

1 Planning systems and processes — to contribute towards a more
flexible and discriminating model for managing planning op-
tions; revised planning processes involving clinicians, other
staff and consumers; a revised long-term strategy which was
performance-based.

2 Accountability and control — to establish broad statements of
direction against which the district’s progress could be moni-
tored and the development of improved systems of manage-
ment information.

3 Organisation and individual management development — to dev-
elop a programme for individual managers and proposals for
organisational change designed to enhance the organisation’s
capacity to respond to change quickly and purposefully.

WHAT HAS HAPPENED SINCE THE OD CONTRIBUTION

The new approach that has been developed in strategic planning
dictates that such planning occurs at the unit level (and at the sub-
unit level in future) — that is, at the level of management where
the service is provided. This should involve the regular negoti-
ation of contracts with individual clinicians and other staff about
the amount and quality of service to be provided within the
resources available. Unit managers negotiate these contracts with-
in total financial and manpower ceilings which they themselves
negotiate with district managers and also within an overall strat-
egic framework which seeks to maximise the unit manager’s free-
dom of manoeuvre whilst ensuring movement towards the district’s
strategic objectives. This approach requires the organisation as a

whole to have the capacity to manage its affairs without a conven-
tional predetermined prescriptive plan.

MIXED SCANNING

The absence of such a plan does not mean that the organisation is
floating freely or that there are no controls or sense of direction.
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The conventional plan is replaced by a strategy and a host of
little plans, contingency plans and other alternatives. Such an
approach is necessary because of the nature of the environment in
which NHS planning has to take place and in which NHS man-
agers have to manage — a very turbulent and unpredictable en-
vironment as already rehearsed. For example, over the last two or
three years managers have had to cope with pressures such as:
efficiency savings/cost improvement programmes, manpower tar-
gets, failure to fund in full the effects of pay awards, performance
indicator targets, contracting-out of hotel services to private con-
tractors, revenue reductions, and advances in medical and other
technology. None of these pressures could have been predicted
and almost all have effected district short and long-term plans.

The approach undertaken in Wirral accepts the unpredicta-
bility of the future, and seeks to keep options open and to main-
tain flexibility. The approach is termed ‘mixed scanning’ and
seeks to ensure that short-term decisions are robust against a
range of possible futures.

To frame this process of bottom-up planning the health autho-
rity produced a document entitled Parameters within which unit
management groups are to plan the delivery of service for 1985/86. In
addition to covering revenue and capital allocations and man-
power ceilings, the parameters set targets for recurring revenue
savings and provided a pool of non-recurring revenue against which
unit bids could be made. Performance criteria were specified for
each unit in respect of activity levels and performance. A wide range
of exciting proposals emerged from the units against this backcloth
and the three unit management groups’ plans have been consoli-
dated into a district-wide plan for the health authority. A similar
document setting unit parameters for 1986/87 has gone further in
introducing financial incentives for units to take initiatives which
advance the health authority’s key strategic objectives.

Integral to this process, unit management groups are seeking to
conclude clear and firm agreements with clinicians about activity
boundaries — contracts between unit managers and individual
consultants about the specific activity level which will be resourced.

Currently work is in hand to introduce a system of continual
performance review at all levels in the organisation. As a first
and interim step a methodology of variance analysis is being
developed using selected services, illustrative of a wide range of
potential problem areas of data collection, analysis and interpreta-
tion. For any comparison of actual and planned levels of perfor-
mance to be valid and credible, the ‘targets’ and ‘variances’ must
have certain basic characteristics.
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Targets must be:
Feasible within a given set of constraints.

Agreed through discussion and negotiation with managers — not
imposed — to cultivate a sense of ‘ownership’ of targets, thus
engendering a commitment to their achievement.

Explicit in the sense that a movement away from the target
should be unambiguous in what it tells about performance.

Variances must be;

Atiributable to a specific individual who by his actions can
control the activity.

Subject to corrective action through a management protocol
which specifies the range/scale of management interventions
open to departmental managers, for example, overtime control,
staffing/grade mix, purchasing policies.

Dafferentiated between changes in the volume of activity (usually
outside the departmental managers control but an issue which
general managers must address) and changes in productivity/
efficiency of a management cost centre.

Of considerable help during the consultancy was the introduction
of general management, centrally promulgated for the NHS
against the background of previous dissatisfaction with a con-
sensus style of management. The concept of general management
emphasises the important principles of personalising responsibil-
ities for planning, implementation and control of health authorities’
objectives, emphasising a task-orientated approach to manage-
ment and with maximum devolution of authority to the lowest
possible levels in the organisation. This initiative was timely
reinforcement of the efforts in Wirral to create a unit-centred
organisation. Units were created as elements of district organi-
sation, in a manner which best fitted the strategic objectives of
the health authority and which only secondarily were consistent
with professionally-centred structures. The units — which may
be structured on institutions or care groups, as examples — are
now to be led by unit general managers subject to regular ac-
countability reviews for the performance of each unit. The in-
volvement of unit general managers on the district management
board enables them to bring operational perspectives to policy-

making and brings policy formulation within the ambit of
operational managers.
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SUMMARY

In essence, the traditional, stylised and input-orientated planning
process based on detailed forecasting, analysis and very precise
‘picture painting’ of the future had failed as a mechanism of
control. It had not built commitment on the part of key partici-
pants in the organisation (senior managers and clinicians) to con-
tingent courses of action, because it had not involved people at
unit and sub-unit level in debating options or sought to reconcile
different values and aspirations. Planning had developed as a
discrete activity with its product imposed on the organisation.
Enormous management energy was devoted from the top to try-
ing to make the plan stick. But worse, as key resource parameters
underpinning the plan changed, both the creators and receivers of
the plan disowned its validity, blaming the changing environment
for their problems.

By contrast, the ‘mixed scanning’ approach attempts to cope
with uncertainty, complexity, and changing values and seeks to
use planning as a learning process. Plans are statements or pre-
ferred options at a given point in time and are related to a whole
range of assumptions about the environment, services, the econ-
omy, and so on. As the environment changes and assumptions are
affected, managers/planners have to cope efficiently and still de-
liver desirable change. The emphasis is very much on keeping
options open and on flexibility and innovation throughout the
organisation but, most importantly, at the operational level. The
planning process operates at a unit level with unit managers
engaging clinicians and others in debate about desirable/necessary
change. Later with management budgeting for clinicians and
much better information, the process should be occurring at sub-
unit level. The organisational structure has had to be modified in
line with this process and so too has the managerial culture.
Parallel work on tracking variances and particularly developing
‘early warning’ indicators is proceeding.

Organisational development

CHARACTERISTICS OF THE PROCESS OF CHANGE AND ACTION

In pursuing the underlying objective of the action research pro-
ject of closing the gap between strategic intent and operational
implementation, the sponsors and principle actors in the project
had to balance the very sensitive interrelationships of the how of
creating change as well as the what and the why — the process as
well as the content and the context.
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To produce the necessary ingredients to cause a sufficiently
critical mass to be worried about the mismatch between present
cultures, structures and strategies and future requirements, the
stimulus of crisis (serious economic difficulties and reduced
future resource expectations) had to be matched by determined
and sustained managerial action to challenge traditional ways of
thinking and acting and to legitimise new ideas. Tactics which
were introduced to shake up the status quo included the use of
change workshops to talk through new working methods and to
recognise the need for new managerial skills. Changes to admini-
strative mechanisms, the creation of working groups and oppor-
tunistic exploitation of situations were used to build commitment
round new solutions.

Inevitably, the initial pace was slow, proceeding flexibly and
experimentally, moving from broad concepts to specific solutions
and on the way, neutralising opposition whilst building political
support around particular ideas and approaches. In particular,
there was a conscious attempt to move the organisation towards
integrated rather than compartmentalised structures and pro-
cesses, deliberately disturbing the existing power groups, and
opening up more of the organisation to information previously
guarded by a few.

It is relevant in summarising key aspects of this analysis to use
Johnston’s' four stages in the natural process of change, as
referenced by Andrew Pettigrew? in his book: the development of
concern; the acknowledgement and understanding of the prob-
lem; planning and acting; and stablising change. A number of
aspects of the Wirral consultancy are common to this framework.

In the first two stages, the consultancy successfully built on the
‘perspective, information and contacts of the early adopters . . . to
prepare more of a critical mass of people to help influence key
power figures’. Also ‘problem-finding, educating and climate and
tension-building for change are long processes with many itera-
tions, blocks, deadends, and unpredictable areas of movement’>.
New leaders were drawn out and tested during the debate and
management development workshops were used to develop a
unity of purpose in senior managers.

Stage three was dominated by ‘the contracting-negotiation
exercise’ surrounding the approach to planning and the introduc-
tion of general management and was underpinned by consistency
and good communications between the project steering group and
operating managers. At this point, local managers had taken over

the project from the consultants, who continued to play a suppor-
tive and reinforcing role.
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In future, the fourth stablising stage will need to ensure that
‘reward systems, information flows, and power and authority
distributions support the newly emerging state . .. a critical part
of the stabilisation process has to do with the development and
choice of successors who will want to maintain the new situation,
and more idealistically perhaps who will maintain and then initi-
ate the changes themselves when external pressure on the organi-
sation makes further change appropriate’.* At regional level there
is also concern to know how we can transfer the lessons and
messages of the Wirral action and research to other districts.

The strategic management approach suggests that the linkages
between substantive strategy, system development, planning,
accountability and management development are not merely
technical. They are themselves strategic and need to be designed
as the basis of the systematic development of the organisation.
This can be demonstrated by looking at how training and man-
agement development interventions were designed in response to
issues confronting Wirral District Health Authority.

WHY HADN’T EVENTS IN WIRRAL TURNED OUT AS ITS PLAN HAD
PREDICTED?

The reasons relate to Pettigrew’s ‘management of strategic
change’ model.

The inner context of change — for example, the attitude of
clinician stakeholders — was underestimated and the process of
change was given insufficient attention. There was a feeling that
the outer context — for example, the forward resource projections
— could be made to conform to a previously predicted and stable
course. This was manifest in the energy devoted to negotiating
with the region about the mechanics of the resource allocation
formula rather than developing real contingency options with key
local stakeholders.

Analysis of these issues pointed to a training/management de-
velopment need for exposing district officers to managing what
they don’t control and in circumstances where the process of how
they get there is unclear. There was also a need for increased
awareness-training about the possible implications of the external
environment.

KEY ACTORS WERE LOCKED INTO STEREOTYPED POSITIONS

This was demonstrated through a reflex conflict of roles between
region and district, between doctor and manager and between
compartmentalised service disciplines. There was a preference for
segmenting problems within traditional boundaries.
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These problems pointed to a training/management develop-
ment diagnosis of needs for:

1 Leadership:

to establish the legitimacy and clarity of objectives;

to convert the energies of conflict to partnership;

to push with courage and persistence on the things which really
matter.

2 Unlearning old roles and processes:

to stir up vested interest groupings and to create new coalitions;
to establish learning as an important value in itself;

to develop the capacity for lateral creative thinking and to feed
back this organisational learning into the management pro-
cesses of the organisation.

3 People management:

to liberate rather than control;

to unlock creativity and provide space;

to inspire more leaders (the job can’t be done from the region or
district headquarters alone);

to change round the cast by planned movement, succession
planning and ad hoc manoeuvres;

to work down through the organisation with new concepts,
values and processes.

THE ABSENCE OF A CONSCIOUS BALANCE AND MIX OF APPROPRIATE
STRATEGIES FOR CHANGE

There was an urgent need to move away from the traditional
reliance on structure and systems strategy and service content
strategy towards strategies for developing management processes,
human capability and working on attitudes.

This pointed to the need for deeper conceptual ability to recog-
nise the opportunities for deploying alternative strategies and a
keen sensitivity in securing the right balance of strategies.

Conclusion

The training/management development diagnostic pointers
which came out of Wirral, taken collectively, have stimulated the
Mersey Region to think about how the lessons of that experience
conceptualised can be disseminated across the region. To assist in
this task and in collaboration with the NHS Training Authority,
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the region is embarking with its districts on a programme of
recruiting inhouse management development advisers at a very
senior level in the organisation to act as change catalysts. These
individual management development advisers will gain coliective
strength from each other and support from planned links with
external resources provided by the faculties of management de-
velopment centres already working with the NHS and possibly by
selected industrial contacts from outside the NHS.

Appendix

KING’S FUND CONSULTANCY — ALTERNATIVE APPROACH TO
PLANNING

1 The King’s Fund College faculty have, for some time, been
propounding an alternative view of planning to that which under-
pinned the NHS planning system of the late 1970s. Put simply,
the existing system, even as modified in the direction advocated
by the King’s Fund in recent years, exhibits the following charac-
teristics:

a. It is based on forecasting and analysis; that is, it seeks to
forecast a picture of a distant future, both in terms of the
pattern of services and the values and policies underlying that
pattern, and to analyse the best way of achieving that future.

b. It has a centralising effect, in that planning is regarded as a
discrete activity performed by specialists, in which local man-
agement action, insight and information is the raw material
from which a central plan is produced.

c. Essentially such planning is a means of control — over the
future, over local management decisions and over the choice of

goals and purposes.

2 The criticism is that the attempt to give shape to the future in
this way is inherently impossible — our capacity for prediction is
weak and very significant aspects of the future are outside our
control. Moreover, the traditional model does not specifically
address itself to conflicts of values between those concerned with
the Service. It is argued that the emphasis should be on the
following:

a. Planning should be concerned with essential strategic issues
and not with day-to-day management. Examples of NHS stra-
tegic issues include:
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i) decisions which constrain options for the foreseeable future —
major capital investment, for example;

ii) decisions which impact on, or can be taken only in conjunc-
tion with, other organisations (for example, joint planning with
social services);

iii) decisions which represent long-term commitments to one
goal or purpose over others — for example, the introduction of a
protected regional mental illness/mental handicap programme
budget.

In this sense decisions on, for example, precisely how many
trauma and orthopaedic beds a district should have in 1994/5,
are not ‘strategic’, because any decision now will be falsified by ’
changes in resources available, new developments in treatments 3
or changes in public expectation. Development of such a ser- '
vice could, however, be subject to strategic guidelines — such as
the proportion of expenditure on acute services will not rise;
developments have to be funded by efficiency gains within the
acute sector; or minimum performance should improve to the
‘best’ levels currently attainable elsewhere.

b. Planning should be concerned not with reducing uncertainty
about the future but with managing the uncertainty which is
bound to exist. In practical terms, this means giving managers at
all levels the sense that a ‘plan’ does not relieve them of the re-
sponsibility for responding to changes in the environment as they
occur. This implies that plans should be ‘bottom up’ and con-
cerned with keeping options open rather than closing them down.

c. Planning — both the process and the product — must be

evaluated. On this view, planning is a constantly evolving,
learning process.

3 What sort of product does one expect from Wirral over the next
year?

a. Revenue targets, derived from the region’s resource assump-
tions which will be issued to Wirral as to other districts;

b. Commitments to the proportion of expenditure on different

care groups or between different types of service (for example,
hospital vs community);

¢. Commitments to outside bodies — such as other health author-
rities (‘Wirral undertakes to place X number of MH patients from
Southport and Formby in suitable community settings by 198?);
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d. Commitments on cost improvement targets;

e. The proportion of the estate in condition A/B will rise by
198? to X per cent.

These statements would, in effect, be a Wirral-specific,
more detailed (albeit more short-term) refinement of the
general policy, resource, manpower and estate guidelines
issued to the region as a whole. At this stage, they would
not, however, do more than influence immediate short-term
decisions and inform the next step, the review of existing
services.

4 Review of existing services

The consultancy intend to review all services from a zero base,
rather than plan for incremental growth. In that Wirral will use
activity, finance and manpower indicators developed jointly with
the region, they may be using the information issued to other
districts in the form of suggested service targets. In practical
terms, the results of the review will be expressed for each aspect
of the service in terms of a workload or level of service (which
may be more or less than at present) provided at a cost in real
terms, giving specified amounts of revenue for use elsewhere or
requiring certain additional support.

5 Strategic framework for service development

From these two steps comes the third which will consist of a
refinement in the light of experience of the original statements of
direction, and a policy for each service over the next three to five
years expressed in terms of the level of service to be provided and
the financial, manpower and estate resources required.

6 Monitoring and Evaluation

In simple terms, this means devising an easily understood system
for informing health authority members, management and the
region of changes in performance and progress in the right stra-
tegic direction.

7 Essentially, what Wirral will produce will be not that different
from what some of the better other districts may produce. One
difference will lie in the effort to involve all those affected by
strategic planning in the development of plans and in the thrust
towards individual and organisational development.
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Introduction

Organisational culture and managerial leadership are two contri-
buting but frequently countervailing forces in the management of
change. They can pose the manager with a practical dilemma. On
the one hand, the culture of an organistion may be the very thing
that the manager believes needs to be changed if the organisation
is to make a purposeful response to emerging threats and oppor-
tunities. On the other hand, some would argue that changes that
the manager proposes may only be possible if they accord with the
organisation’s core values, which may not welcome change at all —
at least not in the culture or the behavioural patterns that they
underpin. As a consequence, there is often a struggle in organisa-
tions between evolution and stability — a tension between having
to take on new forms in order to survive while regarding the
organisation as successful now largely because of the form it takes
on now.

The participants in the Managers as Strategists seminar agreed
that a key managerial responsibility in the implementation of
change is to strike a balance between new initiatives and organ-
isational maintenance. This requires ongoing and simultaneous
diagnosis and development of the organisation’s capabilities. It
requires a holistic view of the interplay between the content and
process of change. It also requires what Andrew Pettigrew, in his
introductory paper to this sub-theme, calls the ‘crucial link be-
tween the leadership role and the managerial role in creating
change.’

Pettigrew’s paper draws from his own study of decision-making
and change in ICI, a large manufacturing firm, to offer lessons for
health services managers. The paper provides a broad review of
the literature on strategic change processes and argues that organ-
isational changes do not occur in the linear manner that was once
thought. Instead, strategic changes tend to happen in relatively
short bursts of activity followed by longer periods of incremental
adaptation and stability, and the ICI study is used to illustrate
that point. In doing so, the case study highlights the interaction of
crisis, leadership, perception, choice, and action in the manage-
ment of change. :

Considered in this light, the development of strategic change |
takes on the character of a political-learning process, in which
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unlearning of current values and core beliefs may be crucial. The
top leadership role is to creatively exploit tensions within the
organisation, to generate movement, to manage conflicts and to
make change stick. The lessons for health managers are many,
but at the centre of them all is Pettigrew’s notion that content,
process and context can be seen as a triangle of forces in the
management of change. Ignoring any one of them may mean the
difference between strategic intent and operational implementation.

Leonard Schaeffer’s account of managing change in a large US
health maintenance organisation focuses on the leadership role of
top management. It describes the kinds of organisational tensions
that face managers and the wide span of activities that often have
to be undertaken in order to deal with them. In this case, rapid
growth in a highly competitive environment brought new staff
with little sense of the organisation’s shared ideology. That com-
pounded the strains on internal communication and financial sys-
tems, resulting in a loss of management control. The important
insights that were gained from changing the organisation’s direction
relate less to what went wrong in the past and more to what man-
agers need to do to avoid similar problems in future — a good
example of how reflecting on practice can improve management.

Involving people throughout the organisation in the change
process is a crucial part of balancing new initiatives and organisa-
tional maintenance. Richard Norling’s paper about the need for
change at California Medical Center Los Angeles shows how
managers use process — including environmental assessment,
planning and management development — to build networks, to
identify new directions, and to instill a change-oriented culture.
Such changes are not achieved without problems, nor without
challenge to old ways of managing. Norling suggests that educa-
tion and communication are critical roles for the top manager if
others in the organisation ultimately are to share responsibility for
change and develop a willingness to learn.

Schaeffer’s and Norling’s case studies represent a recognition
which emerged during the seminar discussions that the leadership
role in the change process cannot be underestimated. Top man-
agers have to provide clear messages about the rationale and
objectives of change. They have to enable and support the opera-
tional work of subordinate managers. And they have to maintain
an overview of where the organisation is going and of how it is
getting there. This is not a role for the recluse manager, nor for
those from what Bob Dearden called the Rambo school of man-
agement. It requires openness and sensitivity, and a willingness to
accept error as something from which one learns.
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Managing strategic change
ANDREW M PETTIGREW

Introduction

For much of British business and commerce the past five years
has been an era of radical change. Unremitting pressure from
changes in their political, economic, and business environment
have caused many organisations to rethink their core purpose,
structure, and strategy and the content and style of implementa-
tion of their employment policies and practices. The sense of
business crisis around this latest recession has provided ‘a window
for change’, when ‘the impossible’ changes of the recent past
could be quickly carried through. The most visible and tangible
manifestations of this belated activity has been the desire of firms
to divest themselves of financially non-robust product lines, and
structural change in order to reduce numbers of employees and
get fixed costs down. Thus between 1977 and 1981 British Steel
cut its numbers employed by 47 per cent, Talbot Cars by 56 per
cent, BL. Cars by 40 per cent, Courtaulds by 31 per cent, and
GKN by 30 per cent. Even Imperial Chemical Industries (ICI),
traditionally regarded as the blue riband of British manufacturing
industry, has reduced its numbers employed in the UK by 31 per
cent between 1979 and 1983, but over the same period has only
made a 3 per cent reduction in its employees working outside the
UK. The result is that in 1986 there are more people working for
ICI outside than inside the UK.

If the past several years has demonstrably been an era of change
the optimist would also argue it has also been an era of organisa-
tional learning — though it seems organisations like individuals
often acquire their most fundamental learning from exposure to
extreme situations. But what have been some of these areas of
learning? Undoubtedly one aspect of management learning has
been to do with the what, why, and how of creating strategic and
operational changes in large organisations. Strategic is being used
here just as a description of magnitude of alteration in, for ex-
ample, market focus and structure, recognising the second order
effects, or multiple consequences of any such changes. Opera-
tional is taken to mean the necessary requirement to translate
broad strategic changes into alterations in manning levels, work-

ing practices, technology, and operator control at factory or unit
levels.
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As we shall see in the case illustration of ICI which follows in
this paper, one crucial aspect of creating strategic change is to do
with wunlearning, how large organisations can be encouraged to
first challenge and then change their core patterns of belief and
behaviour. Indeed it is a central argument of this paper that for
major reorientations to occur in the firm’s business strategy and
structure, then major adjustments in the firm’s ideology or core
beliefs must happen. It is precisely because strategic changes
involve the questioning and eventual displacement of an organi-
sations central beliefs about itself in relation to its competitive
environment, that such changes invariably require the force of
sustained environmental pressure and the orchestration and
vision provided by new business leadership.

So managing strategic change is not just a question of waiting
for and then mobilising a receptive context. It also involves the
role of executive leadership and managerial action in intervening
in the existing concepts of corporate strategy in the firm, and
using and changing the structures, cultures, reward systems, and
political processes in the firm, both to draw attention to perfor-
mance gaps resulting from environmental change and to lead the
organisation to sense and create a different pattern of alignment
between its internal characteristics, strategy and structure and its
emerging concept of its competitive environment. The real prob-
lem of strategic change therefore is anchoring new perceptions of
the environment, new issues for attention, new ideas for debate
and resolution, and mobilising concern, energy, and enthusiasm
often in an additive and evolutionary fashion to ensure these early
illegitimate thoughts gain powerful support and are eventually
implemented in a contextually appropriate manner.

Large firms have improved their capability to capitalise on
environmental disturbances and to use executive leadership to
facilitate the unlearning and reorientation of beliefs and beha-
viour. This is leading to professed desires to avoid strategic drift,
the tendency to carry on using yesterday’s strategic recipes for
todays competitive environment.

Another feature of the recent learning behaviour of firms is a
new interest in trying to connect business strategy and structure
change with policy making and practices in the human resource
management area. The present period of radical change has ex-
posed real gaps in the managerial capability of firms to operate in
new markets and technologies, and indeed to confidently and
effectively manage change. One outcome of this process of learn-
ing has been the placement of management development as a
central strategic issue for the firm.
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One fundamental question all too frequently asked and rarely
answered by the survivors of change in large firms is will we get
caught out again? Do we have to wait for another business crisis
and the next generation of John Harvey-Jones, John Egans or Lee
Tacoccas before we’ll wake out of our next slumber? More posi-
tively, how can we create the conditions in our firm so that change
is a continuous process and not a series of revolutions interspersed
with incremental adjustments? How can we unlearn and learn out-
side the enabling and energising circumstances of an extreme
situation?

This paper has three main sections. Immediately after this
introduction there follows a review of the theoretical and empiri-
cal literature on strategic change processes. The second section
uses my own recent study of top decision-making and change in
Imperial Chemical Industries (ICI)! to illustrate certain of
the established patterns of knowledge about strategic change pro-
cesses and to reveal some additional patterns and ideas suggested
by the ICI data. The following section then moves on to consider
some leadership and managerial tasks associated with the formu-
lation and implementation of strategic change. This section also
draws on the ICI study for illustrative example. The final section
offers a summary of the paper and some very brief observations
about managing change in the NHS.

The character of strategic change processes

Although it is always possible to find contrary examples both in
different societies and in varying fields of enquiry, by and large
social scientists have not studied the elite and powerful groups in
the societies where they practice their skills. Why this happens is
an interesting question but one too broad to ask and try to answer
here. Looking for a moment at some of the most often quoted
empirical studies of organisation power relationships it is clear
that such studies are often confined to lower operatives and man-
agers’, or to specialist or advisory groups in business?, or they are
conducted in less central institutions such as universities.* A
consequence of this is that some of the key processes of decision-
making and change which involve those with high levels of posi-
tional power are shielded and lie unrevealed. A consequence of
this shielding is that myths abound and are perpetuated about
rational problem solving processes of formulating and then in a
linear fashion implementing strategic change conducted by all-

seeing and presumably omnipotent chief executives or general
managers.
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Thus in micro-economics strategic planning in organisations is
conceived of as being dominated by powerful entrepreneurs.
Meanwhile in some of the earlier views of business policy and
planning >*® and even in later reformulations of that view’, stra-
tegy formulation is still portrayed as a rational-linear process. As
applied to the formulation of strategy the rational approach de-
scribes and prescribes techniques for identifying current strategy,
analysing environments, resources and gaps, revealing and asses-
sing strategic alternatives, and choosing and implementing care-
fully analysed and well thought through outcomes. Depending on
the author, explicitly or implicitly, the firm speaks with a unitary
voice, can be composed of omnipotent, even heroic general man-
agers or chief executives, looking at known and consistent
preferences and assessing them with voluminous and presumably
apposite information, which can be organised into clear input-
output relationships. Bourgeois and Brodwin have recently and
appropriately labelled this the ‘commander model’ of formulating
and implementing strategy.®

But does this ‘commander’ view of rational choice and change
processes equate with what we know of top management beha-
viour? Does organisational action derive so singularly from deci-
sions taken at the top, or do many senior executives find either the
levers they are pulling being pushed and pulled in different direc-
tions by their peers or subordinates, or in the task of strategy
implementation find the levers they are pulling not connected up
to anything or anybody? Indeed is it the case that as far as senior
executive behaviour is concerned, thinking big is not the same as
acting big?

In the sphere of politics and government, March and Olsen’s
recent excellent review of the literature notes the phenomenon of
a succession of US Presidents from Wilson to Carter generating
and abandoning reorganisation plans.® Apparently there is a ten-
dency for Presidents to experience cycles of enthusiasm and dis-
appointment, for problems to be identified but not solved and for
promises to be made but not kept, with all this reaping a harvest
of frustration and disillusionment. March and Olsen derive two
important conclusions from their review pertinent to the theme of
this paper. Firstly they argue that long run developments of
political institutions are less a product of intentions, plans and
consistent decisions than they are a product of incremental adap-
tation to changing problems with available solutions within
gradually evolving systems of meaning. Their second point is a
corollary of the first: attempts at comprehensive reorganisation
invariably fail; change often materialises as a product of continu-
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ous, incremental processes. In effect changes often fail while
changing often succeeds because changing is not noticed whilst
changes most certainly are.

While not taking on board the ‘garbage-can’ view of process
implicit in March and Olsen’s view of presidential or executive
behaviour, Kotter’s book on general managers!® and Quinn’s
book on strategic change!' both recognise the incremental and
often intuitive character of executive behaviour and by implica-
tion some of the limitations of executive power. The agendas
that Kotter’s general managers generated were often vague, un-
written, only partially connected to implicit and explicit business
strategies and were dependent on the availability of wide net-
works of relationship for implementation. Meanwhile Quinn
conceives of strategic change as a cautious, step by step evolu-
tionary process, a jointly analytical and political process in which
executives muddle through with a purpose.!?-!3

Kanter’s interpretation of innovation in the firm is that it is
inhibited by the anti-change structures and cultures to be found
in ‘segmentalist’ companies and facilitated by the change recep-
tive contexts to be found in ‘integrative’ companies.'* She also
argues that change process management requires power sKkills,
skills in persuading others to invest information, support and
resources around new initiatives. Kanter’s view of the politics of
innovation is more explicitly laid out than Quinn’s, arguing as she
does that would be innovators have to compete in a market place
for information and ideas, an economic market place for re-
sources, and a political market place for legitimacy and support;
but her overall characterisation of the process of change is very
similar to Quinn’s treatment of the subject where building aware-
ness and credibility for new ideas, offering partial solutions,
broadening political support,and overcoming opposition are all
central activities.

The empirical process research published in the 1970s by,
for example, Bower'® and Mintzberg !¢ and more recently by
Quinn'” and Kanter'® has made a number of descriptive contribu-
tions to the understanding of strategic change processes. Strategic
processes of change are now more widely accepted as multi-level
activities and not just the province of a few, or even a single
general manager. Outcomes of decisions are no longer assumed to
be a product of rational or boundedly rational debates, but are
also shaped by the interest and commitments of individuals and
groups, forces of bureaucratic momentum, and the manipulation
of the structural context around decisions and changes. With the
view that strategy development is a continuous process, strategies
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are now thought of as reconstructions after the fact, rather than
just rationally intended plans. The linear view of process explicit
in strategy formulation to strategy implementation has been ques-
tioned and with that questioning has come both an additional
awareness of the substantial but limited power of chief executives
in implementing strategic change and new attempts to develop
models and processes of implementation other than the simple
commander model.'®

STRATEGIC CHANGE AS A PATTERN OF REVOLUTION AND
INCREMENTAL ADJUSTMENT

While Quinn’s work captures well the additive, evolving, incre-
mental character of strategic changes and in so doing clearly
expresses the point that in the management of strategic change
there are process limits to consider as well as just cognitive limits,
the logical incrementalist approach of Quinn over-emphasises the
continuous incremental nature of change and thereby conceals the
major role that environmental disturbance and crisis can play as
an enabler and trigger for significant change. Mintzberg?®, Miller
and Friesen?!, and Miller ??, using a mixture of metaphors, all see
strategic change occurring in spurts, revolutionary periods, or
quantum leaps, each followed by a period of continuity. Although
the work conducted at McGill University by Mintzberg and his
colleagues usefully identifies both the ebb and flow of individual
strategic concentrations in the firm and also the existence of
periods of revolutionary and evolutionary change??, what these
authors do less precisely is to develop a process theory which links
together the periods of high levels of change activity and low
levels of change activity and thus begins to explain the timing,
content, and relative intensity of those periods. Another
approach, that again relies at least partially on a crisis theory of
change which does have more to say about precrisis, crisis, and
stabilisation, and thus about the linkages between revolutionary
and evolutionary periods, is offered by Jonsson and Lundin®,
Starbuck, Greve and Hedberg?’, and Brunsson.?® By introducing
more explicitly into their analysis the importance of organisa-
tional ideologies and standard operating procedures both as inhi-
bitors and — in the case of changing ideologies — as precipitors of
change, these authors offer a more satisfactory way of explaining
revolutions and evolutions, and the links between high levels of
change activity and lower levels of change activity. Brunsson, in
an elegantly written paper, argues that organisations periodically
jump from one predominant ideology to another, and that radical
changes have to be preceded by and initiated by ideological shifts.
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To the question of how ideologies are changed, Brunsson answers
as a result of a combination of externally driven crises, shifts in
leadership, and the properties of ideologies themselves. The most
stable ideologies are those which are vague and widely applicable;
sharper, more definite and particular ideologies are easier to ques-
tion and eventually debunk in the face of a changing reality.
Crucially Brunsson also argues that the periods when ideological
shifts are in process — when the dominant ideology has not yet
been debunked and when any aspiring new ideology still lacks a
critical mass of support — are poor contexts for action. This is
because ideological inconsistencies increase uncertainty and make
it difficult to marshall the strong commitments and high levels of
motivation and energy which are necessary to create radical or-
ganisational changes. Thus Brunsson argues an ideological shift
has to be completed before radical action in the change sphere can
begin.

In what follows I shall use an illustrative example from a major
study of ICI to provide confirmatory data both of the waxing and
waning of particular strategies in the firm, and for the tendency of
strategic changes to occur in radical packages interspersed with
longish periods of absorbing the impact of revolutionary action
and then of coming to terms with the fact that further changes are
eventually necessary. Explicit in the presentation of the ICI data
is the point that crucial to the timing of such radical actions are
real and constructed crises, changes in leadership and power, and
the transformation of organisational ideologies.?”> 28> 29

The ICI study of strategic change

ICI is one of Britain’s largest manufacturing firms and in 1981
ranked the fifth largest of the world’s chemical companies in
terms of sales in US dollars after Du Pont and the big German
three of Hoechst, Bayer and BASF. The research examines ICI’s
attempts to change their strategy, structure, technology, organi-
sational culture, and the quality of union management relation-
ships over the period 1960-1984. An important and unusual
feature of the research strategy has been the collection of com-
parative and longitudinal data. Interview, documentary, and ob-
servational data are available from ICI’s four largest divisions and
the head office of the company. These data have been assembled
on a continuous real time basis since 1975, through retrospective
analysis of the period 1960-1974, and in the case of the divisional
chapters by probing into the traditions and culture of each divi-
sion established long before the last two decades.

{
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The study explores two linked continuous processes. The ini-
tial focus of the research was to examine the birth, evolution,
demise and development of the groups of internal and external
organisation development consultants employed by ICI in order
to help initiate and implement organisation change. This analysis
of the contributions and limitations of specialist led attempts to
create change, has led to the examination of broader processes of
continuity and change in ICI as seen through the eyes and activi-
ties of the main board of the company, and the boards of ICI’s
four largest divisions — Agricultural, Mond, Petrochemicals, and
Plastics. The ICI study contributes to knowledge about the part
played by very senior executives in corporate wide strategic
changes, the role of divisional boards and directors in making
division wide changes in structure, organisational culture and man-
power, and the influence of specialist change resources of
the internal and external variety in making changes happen.
Throughout the study the emphasis is on describing and analys-
ing processes of change in context. Illustrating why and how the
content of particular changes and the strategies for introducing
them are constrained by and enabled by feature of the traditions,
culture, structure, and business of ICI as a whole and each of its
divisions, and by gross changes in the business, economic, and
political environment ICI has faced through time.

In this research on ICI it should be emphasised that strategic
choice and change processes are not being studied by treating the
unit of analysis as the single strategic decision or single attempt at
strategic change. Strategic change processes are regarded as con-
textually related continuous processes with no clear beginning or
end. Context is being treated here in two senses. Firstly, outer
context refers to the economic, political, and business environ-
ment of the firm and the way changes in those factors help shape
the market and competitive position of the firm relative to others
operating in similar markets or industries. And secondly, inner
context refers to the ongoing business strategy, structure, culture,
and political context in the firm which help shape the manage-
ment processes through which ideas for strategic change and
transformation proceed. The analysis begins and ends with a
refinement of the notion that formulating the content of any new
strategy inevitably entails managing its context and process. Thus
theoretically sound and practically useful research on strategic
change involves the continuous interplay between ideas about the
context of change, the process of change and the content of change
together with skill in regulating the relations between the three.

The ICI study thus asks questions such as: What kind of
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managerial processes inside the firm encouraged continuity and
change? How and why and when was the need for change sensed,
the acknowledgement and understanding of emergent competi-
tive problems taken on board by early champions for change, and
eventually by elements of the old and new power system of the
firm? How also was planning and action in the sphere of strategic
change finally justified, and what combination of environmental
triggering and executive leadership eventually led to the imple-
mentation and stabilisation of change?

Five cases of strategic change are compared and contrasted in
the study. Here it is only feasible to provide illustrative indica-
tions of the patterns in the process of one of those five cases — the
one relating to the strategic development of the whole ICI group.
In this case, as in all others, there is a clear pattern for the timing
and intensity of strategic change to be associated with significant
changes in the outer context of ICI. The limitations of the power
of those who champion strategic changes appear to require the
massive enabling opportunity provided by gross alterations in
outer context.

An examination of the corporate development of ICI over the
period from the late 1950s until 1984 reveals three periods of high
levels of change activity. Two of these three periods, the ones
between 1960 and 1964 and between 1980 and 1984 could be
sensibly labelled as revolutionary periods in that they featured
ideological, structural, and business strategy change, whilst the
third period between 1970 and 1972 was a period of substantial if
lesser change when further structural change was made and ele-
ments of the ideological and business strategy changes made ten
years earlier were accelerated or de-emphasised. The periods in
between these packages of changes were occasions for implement-
ing and stabilising changes, and, most notably between 1973 and
1980, an era of organisational learning when ideological justifica-
tion was prepared for the revolutionary break between 1980 and
1984. Each of these periods of high levels of change activity were
associated with world economic recessions, with their associated
effects on world chemical production, markets, and prices, and in
turn on ICD’s relative level of business performance.

Since 1958 there have been five years of peak profits followed
by downturns of varying severity with each cycle lasting from
four to five years. The improvement from trough to peak has been
82 per cent (1958-1960), 74 per cent (1961-1964), 92 per cent
(1966-1969), 255 per cent (1971-1974), and 95 per cent from
1975-1979. The period from 1980 to 1983 evidenced a stepwise
change in macro-economic trends, a sustained recession in the
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UK, a dramatic downturn is ICI’s profitability, and major struc-
tural, manpower, ideological, and business strategy change.

The two periods of revolutionary change between 1960 and
1964 and 1980 and 1984 were preceded by and further reaffirmed
ideological shifts. On the first occasion, they were associated with
the 1958 and 1961 economic and business downturns and on the
second occasion the 1980-83 recession. They were also occasions
when new business leadership was supplied by men who had not
spent their whole career in ICI. In 1960 Paul Chambers (later Sir
Paul Chambers), a former senior civil servant and the first non-
technical man for some years, was appointed Chairman. He began
to emphasise financial and commercial management skills in a
management culture heavily preoccupied with science and tech-
nology. And in November 1981 the announcement was made that
an ex-naval intelligence officer, John Harvey-Jones (now Sir John
Harvey-Jones), was to be Chairman of ICI. His ideological con-
tribution is emerging as a lessening of bureaucracy and centralisa-
tion in ICI, sharper business accountabilities, and a greater em-
phasis on entrepreneurial skills and continuous change into the
1980s.

Both revolutionary change periods witnessed organisational,
structural and business strategy changes, with the structural
changes occurring in a cumulative way over a relatively short
time, and the business strategy changes emerging and being im-
plemented rather more slowly after the ideological and structural
changes had been justified and then introduced. One of the con-
tributions of the ICI research is therefore to question Chandler’s
dictum that structure follows strategy>’, by indicating why and
how business strategy change follows ideological and structural
change.

Leadership tasks in creating strategic change

The highly synoptic and partial account of some patterns in ICI’s
corporate development described above has revealed an associa-
tion between environmental change and pressure and internal
strategic change. As such the view so far of strategic change is that
real change requires crisis conditions and by implication senior
executives who may be pushing for change in precrisis circum-
stances do not have sufficient leverage to break through the pat-
tern of inertia in their organisation. However, although the above
brief analysis does reveal periodic eras of high levels of change
activity precipitated by crisis, it is not being argued that the
process and content of strategic changes can be explained solely
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by economic and business related environmental disturbance.
Clearly a potential danger of an analysis which might infer too
simple a relation between economic and business crisis and or-
ganisational change is that the firm may thus end up being seen
just ‘bobbing on the economic waves, as so many corks on the
economic bathtub’.?! As I have already noted, no such brand of
simple economic determinism is intended here. Behind the peri-
odic strategic reorientations in ICI are not just economic and
business events, but also processes of managerial perception,
choice, and action influenced by and influencing perceptions of
the operating environment of the firm and its structure, culture
and systems of power and control. The antecedent factors and
processes of the precrisis period are crucial to the character and
content of the package of structural and then business strategy
changes made at the revolutionary points when those changes are
actually delivered. Crucial in the precrisis period is the process
through which the dominating ideology nurtured in earlier con-
texts is first challenged and then changed. Since business stra-
tegies are likely to be rooted both in the idea systems which are
institutionalised in an industry sector at any point of time3? 33,
and are represented in the values, structures and systems of
powerful groups who control the firms in any sector, changing
business strategies has to involve a process of ideological and
political change which eventually releases a new concept of stra-
tegy which is ideologically acceptable within a newly appreciated
context. It is precisely because this precrisis era of ideological
change represents such a fundamental challenge to the dominat-
ing ideas and power groups of the organisation that such eras of
ideological challenge are so often thwarted, sidetracked or other-
wise immobilised, leaving many who have atempted to champion
new ideas faced with stereotyping as odd balls, moral entrepre-
neurs or folk devils. Posed in this way the development of stra-
tegic change in the firm takes on the character of a political-
learning process, a long-term conditioning and influence process
designed to establish the dominating legitimacy of a different
pattern of relation between strategic content, context, and
process.

But how is this done, indeed prescriptively how can it be done?
An approach to the practice of change management complemen-
tary to the findings of the ICI study is that propounded by
Johnston.** Johnston’s argument is predicated on three assump-
tions. The first of these is that some evolution is occurring in a
natural way in most organisations. Second, that this natural
evolution is in response to external pressures and is therefore
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retrospective and remedial, rather than preventive. And third,
that any such change process absorbs a great deal of energy in the
firm because it may require power redistribution, role changes,
the abandonment of past practices and old ideologies, and restruc-
turing. Building on these assumptions, Johnston makes an asser-
tion highly compatible with the findings of the ICI study that
development or change processes are often dependent on a few
people, reactive to the general world, and can peter out or be
reversed. A way to try to prevent such regression or reversals is to
conceptually understand the evolution of natural processes of
change in organisations and to help establish an organisation
process of change with the necessary internal skills, actions, and
systems to maintain development in the direction sought. Pre-
scriptively this means in the broadest sense that the first step in
the change process should be to improve and build on any natural
processes of change by tackling questions such as how can exist-
ing processes be speeded up, how can conditions that determine
people’s interpretations of situations be altered, and how can
contexts be mobilised to achieve practical effects along the way to
move the organisation, perhaps additively, in a different strategic
direction? Thus any adequate approach to managing change must
be based on the principle of understanding the context, of know-
ing what you are dealing with, and of choosing as a starting point
some area of movement that can be built upon.

THE PROCESS OF CHANGE

For all its oversimplifications, including the tendency to assume
both discrete and exclusive categories and linear sequential devel-
opment, Johnston’s four stages in the natural process of change
do usefully capture broad elements of the descriptive findings of
change elaborated in the ICI research, and allow one to make
sensible prescriptive statements about necessary leadership and
management tasks at each of the four stages. The four stages are:

the development of concern;

the acknowledgement and understanding of the problem;
planning and acting;

stabilising change.

In fact the data from this study, particularly about the contribu-
tion of visionary leaders and early adopters in change processes,
indicates the importance of an initial problem-sensing stage which
may predate a stage of development of concern. In the sphere of
strategic change, signalling problems as worthy of attention and
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getting those problems a legitimate feature of corporate discussion
and decision-making is itself a time-consuming and politically very
sensitive process. One of the contributions made by Lord Beech-
ing and George Bridge in ICI in the 1960s, and by Harvey-Jones
and Woodburn throughout the 1970s, was to sense and flag key
problems worthy of management attention. From a political pro-
cess point of view, it is critical not to rush prematurely from
problem-sensing to planning and action in the change sphere.
Actions recommended about problems which themselves are not
yet accepted as legitimate topics of debate invariably produce the
rejection of the change idea. The essence of the political learning
process implied in this view of change is that individual sensing of
problems must be complemented with activities which encourage
some level of shared problem-sensing, spreading of development
of concern about the emerging problem, and eventually broadly-
based understanding of the problem, if novel ideas for change, are
not to be imperilled at birth.

The development of concern stage assumes the presence of a
small group of early adopters, or even — as illustrated in the .ICI
study — the presence of a single visionary change leader, sensing
and imprecisely articulating a performance gap between the or-
ganisation’s present condition and some feature or features of its
operating environment. The key leadership task here is to more
broadly educate the organisation by building on the perspective,
information, and contacts of the early adopters. In effect, the task
s to recognise the group doing this early sensing, to broaden the
group by helping to connect them to peers, bosses, and subordi-
nates with similar views, and to prepare more of a critical mass of
people to help influence key power figures. This educational
process may also involve getting unusual meetings going which
Cross existing organisational and departmental boundaries, help
spread information and views, and integrate such data around
particular issues or problems. Key line managers or consultants
may also be able to set up meetings where power figures receive
and test data, or personally to counsel individuals to act on the
emerging views of the problem in parts of the organisation where
at that point in time it is legitimate to do so. As the ICI study
demonstrates, it can be valuable at this stage in the change pro-
cess for deviants, even heretics, to think the unthinkable, and to
say the unsayable, and for key line managers to be persuaded to
help break traditional patterns of thought by setting up uncon-
ventional meetings where the process of discussing the previously
undiscussable can begin.

In the next stage — the process of trying to get acknowledgement

RO S [
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and understanding of problems and issues which are emerging —
the key leadership task is to help the early adopters and key
power figures maintain and develop any structured dialogue
about the problem, and to avoid a tendency either to escape from
the problem by for example projecting it onto others, or to rush
precipitously into action before the present situation has been
carefully diagnosed, the change objectives have been clarified and
agreed, and a process has been planned to move from the present
to the desired future developed. This stage not only is critical in
terms of perpetuating any ideological change now in process, but
also is important in rational-analytical terms by exposing alterna-
tive diagnoses of the problem, exploring causes and generating
alternative solutions with reflections on their implications and the
development of criteria for choosing a solution.

The ICI data on strategic change suggests that the processes of
problem-sensing, educating, and climate and tension-building for
change are long processes with many iterations, blocks, de-
adends, and unpredictable areas of movement. Persistence and
patience in championing change seems to be necessary to initiate
and perpetuate this process of conditioning and influence, and
deliberative attempts to alter the structural and cultural context of
decision-making and capitalise on environmental disturbances
seem necessary to break out from mere acknowledgment and
understanding of problems into a stage of executive planning and
action. Because radical changes require strong commitments and
high motivations, they also presuppose the existence of ideo-
logical reorientations, and therefore the unequivocal availability
of a new ideology which precisely and enthusiastically endorses
the changes. Ideological reorientations can occur through the
above processes of climate-building and education but major ide-
ological change also requires other deliberate management action:
efforts should be made to influence patterns of socialisation by
changing career paths and reward systems, visibly using the
newly-promoted as role models to additively signal behaviour
required in the new culture; retiral situations should be used to
combine portfolios and responsibilities previously divided and to
release energy along sub-parts of the change problem previously
deadlocked by individual power figures and sectional interests.
Ideological reorientation may also be facilitated by breaking the
global problem into actionable bits which reinforce one another,
and by creating temporary or permanent task forces, coordination
committees and business teams which resolve conflicts and imbue
enthusiasms and commitment for action around pieces of the
change.
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Johnston’s otherwise helpful prescriptive view of change man-
agement tends to underemphasise both management action to
change, and thereby restructure the context in which change
processes develop, and the extent to which effective action in
managing strategic change is dependent on mobilising environ-
mental disturbances and crises in order to achieve practical
effects.3> Gross change in the environment of the firm can be
orchestrated and capitalised upon to create opportunities for or-
ganisational learning, to destabilise power structures, and connect
previously unrelated solutions around now more precisely stated
and more enthusiastically supported organisational ideologies.
But if crises provide ideological closure and therefore justification
for action, it is evident that some organisations are more likely to
be able to capitalise on the ‘window for change’ provided by
environmental disturbances than others. Here, of course, what
has or has not happened in the precrisis circumstances may cru-
cially affect the quality of planning and action taken to implement
strategic changes. Paradoxically the delays and incremental move-
ments in the problem-sensing and development of concern and
acknowledgment and understanding of problems stages may have
not only sensitised a wider set of people to the incipient problems,
and enabled debates to occur around a variety of solutions, but
also helped to draw out and test new leaders possibly with the
capabilities to manage the new circumstances or, if not, with
the opportunity to use temporary structures and administrative
mechanisms to prepare the ground for new patterns of organisa-
tion. The ICI data also demonstrates how management training
and development experiences can be used in the pre-crises situa-
tion to develop a common language for thinking about change
management, and to increase the capability and confidence of

managers to carry through operational change management tasks
delegated to them by senior executives.

THE TOP LEADERSHIP ROLE

The planning and acting tasks in change management have been
well codified and described in the concepts and techniques re-
ported in Beckhard and Harris®* and Beer.3” These demonstrate
the importance of defining the present condition of the organisa-
tion in relation to its changing environment, of clarifying the
desired future state for the organisation in relation to its changing
environment, of building commitment around particular change
objectives, and of appointing transition managers to move parts of
the organisation from the present through the transition state
to the change objective by means of detailed and contextually
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sensitive action plans. The ICI data also reveals how this opera-
tional process of change management is greatly facilitated by
unity of philosophy and purpose amongst the senior executives
leading the change process. Giving clear, simple messages and
maintaining those consistently and without dilution within a
broad philosophy justifies and conceptually holds together a series
of change initiatives.

If the top leadership role at the action stage in change manage-
ment is to put tension into the organisation by providing a clearly
articulated rationale for change and some consistently stated
change objectives, the operating management responsibility is to
plan and organise the use of this tension to generate movement.
Here, agreeing the targets of change and the form and timing of
their publication i1s important. The publication process is really a
contracting-negotiation exercise which takes into account the dif-
ferent positions of individual units, deals with possible differ-
ences in interpretation of the leadership message, and manages
apparent conflicts in the implications of the messages. There is
clearly a monitoring task to ensure progress, and a support task to
ensure that problems inhibiting progress are dealt with creatively
and ethically, and that operating managers are provided with a
‘political umbrella’ for the risks they have to take.

A key to success in these kinds of change activities is the
effective management of the links between the senior group lead-
ing the change and the operating managers carrying through the
details of implementing particular changes. Even in crisis-driven
circumstances the operating management role is likely to involve
detail and grinding on over time, and is very dependent upon the
leadership role being consistently maintained. If someone in an
operating management role is close to acceptance of hard targets
in his sphere of negotiated influence, his work could be under-
mined and even destroyed by a weakening of the leadership
position.

But the ICI study also indicates that strategic change is not just
a question of justification and initial action, of making things
happen, it is also a question of making things which happen stick.
Making changes stick requires the additional management task of
stabilising changes, of making sure that reward systems, informa-
tion flows, and power and authority distributions support the
newly emerging state. Since changes are often initiated by or
otherwise associated with key figures, and changes often remain
as long as those key figures remain, a critical part of the stabilisa-
tion process has to do with the development and choice of succes-
sors who will want to maintain the new situation and, more
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idealistically perhaps, who will maintain and then initiate changes
themselves when external pressure on the organisation makes
further change appropriate.

Summary and conclusion

The above case study and commentary has conceptualised strat-
egic change in large organisations as a political learning process.
Emphasis has been given to the role of environmental pressure
and executive leadership in opening up and energising systems for
change. Due attention has been given to the leadership role in
change — broadly conceived of as problem-sensing, climate-building,
vision-building, and tension creating, and the role of managers in
contracting for, communicating about, and achieving change ob-
jectives. The crucial link between the leadership role and the
managerial role in creating change was also highlighted. Finally
the paper has also emphasised the role of internal and external
consultants in helping key power figures champion novel ideas for
change. This role can involve:

1 Helping power figures conceptualise strategic change processes.

2 Preventing early champions for change prematurely proclaim-
ing solutions to strategic problems before the rest of the power
system has sensed there is a problem which requires a solution.

3 Helping early adopters of change to build on the perspective,
information and contacts they have to educate the organisation
about the need for change.

4 Encouraging change by getting unusual meetings going which
cross existing structures and boundaries and thus help integrate
data, people and problems.

5 Encouraging deviants and heretics out into the open to say the
unsayable and think the unthinkable.

6 Counselling power figures to expect deadends, iterations, blocks,
and unpredictable areas of movement in long-term change processes

and thus the requirement for persistence and patience in change
management.

7 Encouraging minor changes in the internal structural and cul-

tural context of the organisation which reinforce the direction of
change being pushed.

8 Encouraging managers and planners to break broad strategic
aims into manageable and therefore actionable bits.
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9 Facilitating the creation of varied and appropriate communi-
cation mechanisms to ensure that a clear and consistent vision is
communicated effectively down through the management system
and between management and employees in operating units.

MANAGING CHANGE IN THE NHS: SOME BRIEF OBSERVATIONS

The preceeding descriptive and prescriptive points are largely based
on my experience as a researcher, consultant, and trainer in business
and commercial organisations in the UK and Continental Wes-
tern Europe. Can knowledge and experience acquired from re-
search and consultancy in business organisations be applied to the
change management problems in the NHS? At the level of con-
cept and principle the answer is probably yes. Indeed, Duncan
Nichol’s chapter® uses concepts developed in business settings to
interpret experience of managing change in the Wirral District
Health Authority. However, attempts to generalise about the
process of managing change are always subject to conditional state-
ments about the content and context of change. This is one of the
difficult conundrums in trying to generalise about the practice of
change management — contexts are so variable whether within the
NHS, or between the NHS and business firms.

From my limited experience as a researcher and management
consultant in the NHS it seems the jugular management problem
of these times is closing the gap between strategic intent and
operational implementation. In an era of management by perfor-
mance, achieving outcomes is a critical management requirement.
Closing the gap between intent and implementation is no longer ‘a
nice to have’ but for the general managers an essential criterion of
management performance and success.>’

Why there is this problem of a gap between strategic intent and
operational implementation is a fascinating question, but finding
ways of closing it is a more worthwhile endeavour. Planning, of
course, was to have been the cornerstone of the management of
purposeful change in the NHS, but I sense as much self doubt
and disillusionment with planning in the NHS now as there 1s at
the very highest levels of big business.

The model of a triangle of forces in Figure 2 is relevant to why
strategic intentions or plans are not implemented.

The three elements in the model briefly are:

1 Content — the areas or leverage points for change, frequently in
business contexts identified through various analytical and
quantitative techniques.

2 Process — the strategies, tactics, mechanisms and interactions
about how change is managed.
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Figure 2 Broad analytical elements in managing change

3 Context — the environment within which change takes place.
This can be further divided into: outer context, the factors
outside the organisation such as changes in social, economic,
political, and business environment; inner context, features of the
internal environment of the organisation such as structure,
culture, and small ‘p’ political context for change

A tension or triangle of forces can be identified between these
three elements. Planning, particularly in business, typically has
been concerned with the left hand side of the triangle. Enormous
fact-gathering and analytical attention has gone into exposing
alternative content areas for change in relation to established or
establishing trends in outer context. However, insufficient
attention to process and inner context reaps its harvest in
problems of acceptance within the organisation.

The recognition that the management of any particular
strategic change requires close attention to the interrelationship
between context, content and the process for managing change,
and that this recognition might provide clues to dealing with the
problem of acceptance is the thread that many a business planner
holds onto for the future.

But if my pessimism about closing the gap between strategic
intent and operational implementation in the NHS rests on its
devotion to the activity of planning, my optimism derives from
the wider set of managerial activity implied in Figure 3.
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Figure 3 Management levers for change

Figure 3 represents a summary model of the management
levers which can be pulled to exert pressure and support for
change.

In the past, attempts to effect change in the NHS have failed
because of an over-reliance on pulling the structure lever, when
the fundamental change problem was and is changing beliefs
and behaviour. At present there is a greater possibility of funda-
mental change, not only because of clarity, consistency, and
persistency of environmental pressure, but also because the
strategy, structure, systems and human capability levers are
being pulled simultaneously and in a manner complementary and
reinforcing of one another. Evidence from other kinds of large
organisations suggests that it is only through such sustained
pressure subtly exerted through a variety of complementary strat-
egies that any real impact can be made on changing beliefs and
behaviour.

(Since this paper was written, the National Health Service
Training Authority and nine of 14 Regional Health Authorities
in England and Wales have agreed to fund a research project
on the management of change at district level. The work will
be carried out at the Centre for Corporate Strategy and Change,
University of Warwick, under Andrew Pettigrew’s direction.
The results of the research will begin to emerge during 1987
and 1988.)
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Managing change in health care
LEONARD D SCHAEFFER

The rapid changes taking place in the health care system in the
United States are well known. Health care is subject increasingly
to two pressures that have not been present in the past. Con-
sumers are demystifying health care and demanding more sensi-
tivity to their own service and health care needs as they perceive
them. At the same time, payors — especially employers and
government— are becoming more price conscious and demanding
lower costs and greater efficiency.

The health system is responding with an evolutionary and
sometimes revolutionary transformation from a cottage industry
to more organized systems for financing and delivering care.
Physicians, hospitals, health maintenance organizations, and in-
~surers are all developing vertically and horizontally integrated
systems to respond to and capitalize on the demand for more
organized, sensitive and efficient care and service.

The Group Health example

The Twin Cities of Minneapolis and St Paul are at the forefront of
the health care revolution in the United States, with more than 40
per cent of the population now enrolled in one of six competitive
health maintenance organisations (HMO’s). Group Health serves
as a good case study of this revolution because it has already had
to respond to what other health organizations will eventually
confront when competition intensifies in their communities.

Group Health is the largest HMO in the US Midwest. It was
founded in 1957, with its roots established some two decades
earlier in the 1930’s. It was based on an ideological commitment
to comprehensive, prepaid care. It was organized in opposition
to the then existing medical establishment, and was met with
strenuous opposition from that establishment.

Group Health’s founders and original staff were true pioneers.
As a result, the organization benefited from a number of unifying
and motivating factors. The founding staff had a shared value
system, which was based on their ideology and their self image as
innovators. They had exellent and easy communication through-
out the organization as a result of operating in a single location.
They felt a sense of urgency, and had great internal cohesion,
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fostered in part by the vehemence of the external opposition.
And, finally, they had a unique product. These pioneers faced a
difficult struggle for survival, but succeeded because they had one
of the most critical ingredients for market success — they were
first, and they were right.

In the 1960’s and 1970’s, the organization grew rapidly, and
with that growth came complex problems. Management systems
that had proven sufficient for a small organization were not
adequate to manage a $100 million company, and financial control
was lost. The growth in the size of the company — the number of
staff and the number of locations — made internal communica-
tions much more difficult. As the daily interactions required
to maintain a sense of shared direction and values diminished,
new staff were added who had no sense of the organization’s
history or ideology. Finally, the success brought imitators and
competition to the Twin Cities. It was no longer good enough to
be the first and to be right.

CHALLENGE OF THE 1980S AND GROUP HEALTH INC’S RESPONSE

Three challenges faced Group Health in the early 1980’s as a
result of its growth, complexity and competition: first, to restore
management control to assure our financial viability; second, to
reinvigorate our corporate culture, and re-establish a sense of
shared values and direction; and finally, to understand and re-
spond to the rapidly changing environment.

Group Health began to address each of these issues in 1982.
First, we restored management control, and did it quickly. Group
Health had lost money in 1981 for the first time in 13 years, so it
was possible to focus all staff on the pressing financial situation.
The financial crisis was successfully invoked to motivate substan-
tial change.

We devoted much analytic time to determining our true rev-
enues and costs, and then assigned responsiblility for those
revenues and costs to managers throughout the organization. We
automated our accounting and budgeting systems, set budgetary
targets, strictly monitored variances each month, and hit our
year-end budgetary targets. We accomplished all of this in six
months, through a directive, arbitrary, top-down management
process.

We then addressed the need to reinvigorate the corporate cul-
ture through a longer term, more collegial process of defining our
mission, setting long-term goals, and articulating the values
which should motivate our individual and corporate behavior.
That process took an additional year and involved the Board and a
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large number of staff to assure input and support for the final
products.

We also established new communications systems to address
the needs of a complex, multi-site organization (16 locations, 2000
employees). Written communications include a monthly President’s
Report to all staff which describes our performance in key areas
and reviews important issues; a monthly publication called Staff
Notes which discusses internal events, personnel, and clinic in-
formation; and periodic memos as issues arise. All serve to pro-
vide regular and consistent information.

The communication system also includes a structured meeting
schedule which provides staff with regular opportunities to in-
teract, and serves as a forum for communicating important cor-
porate messages. The President meets regularly with all vice
presidents, the senior staff, the medical management council,
including medical department heads, a medical operations com-
mittee and the management staff. In addition, the President visits
each clinic, each medical department, and specific functional
groups at least once a year. The President’s meeting schedule
serves as a model for staff throughout the organization. Each
division head and manager has a comparable schedule structured
to provide ongoing forums for communications and decision
making.

The third major challenge was to try to understand the rapidly
changing environment and develop a plan for the future. We put
in place the first long range planning process at Group Health,
and developed the first three-year plan for the future in late 1983.

In short, our response to the challenge of the 1980’s was a fairly
classic management response, and we achieved much of what we
set out to achieve. By examining the results, we can identify some
lessons and issues for managing change.

Lessons

First, we learned that the environment is changing much more
rapidly than we envisioned. We responded vigorously to the 1982
data and set our course given the competitive environment as we
understood it in 1983. But the environment changed dramatically,
and the competition did not stand still.

The lesson is simple. We have to continually anticipate the
future. In health care in the United States, all things seem to be
changing all the time. A written plan is not the answer — to remain
viable, a health care organization requires an ongoing process of
assessing the environment, predicting future trends, identifying
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options, monitoring the effectiveness of current activities, and
revising plans. In a competitive environment, a health care organ-
ization must develop an ongoing capacity to continually respond
to and manage change.

Second, we learned that in health care, as in other service
industries, the customer is always right. This is a difficult concept
for health care providers. Health care professionals typically see
their job as diagnosing and treating medical needs, and they do
that well. However the old process of unilaterally diagnosing a
problem and prescribing treatment is not enough in an increas-
ingly competitive environment. Patients expect service, courtesy,
communication, and understanding — not just quality medical
care. Our market research shows that patients take quality of care
for granted. What they want in addition to quality is a caring and
reassuring attitude on the part of all staff, involvement in treat-
ment decision-making, and no service hassles. The lesson is that
we must meet service expectations as well as medical needs.

Third, we learned that in times of rapid change, new manage-
ment staff who enter an organization as change agents — vitally
necessary for challenging and changing institutions — can cause
debilitating bureaucratic abrasion with existing staff. This occurs
not just with the old line staff, but often even more with the
previous year’s change agents. The lesson is one that studies of
government help us to understand, because the problem of turn-
over in top management confronts government more than other
organizations. We need a commitment by all staff to understand
the history of people, institutions, and issues. It is a two way
street — we must understand newcomers and their history and
values, and assure that there is an orientation for new staff and a
commitment from them that they will work to understand the
people and the institution they are joining.

Fourth, we learned that large organizations can make change
difficult in two ways. Corporate structures can buffer staff from
market realities. Corporate staff can generate analytic information
about competition and circulate it to staff on an ongoing basis,
but analytic information is not enough. Staff must see and feel
competition in their daily activities.

Large institutions also can frustrate change by their size, com-
plexity, and bureaucratic inertia. A consultant recently defined
organizations for us as entities designed to prevent change. The
solution is to develop individual and smaller unit identifications,
heighten sensitivity to market forces, and foster responsiveness
and accountability.

Fifth, we continually learned that professional staff — especially
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physicians — do not react well to traditional corporate manage-
ment techniques. Researchers throughout the world are identify-
ing the need for staff autonomy and participation in decision
making. This is especially important in health care because the
medical professionals are trained to see their roles as an autono-
mous decision-makers. The ego strength required to make a series
of daily treatment decisions, including very serious medical deci-
sions in some cases, may cause difficulties in large organizations
where teamwork and consistent procedures are important in-
gredients for success.

The work of Andre L Delbecq and Sandra L Gill illustrates this
issue well.! Their studies find that physicians do not respond to or
respect a hierarchial, appointed structure. They point out that as
issues become difficult or threatening, physicians become less
collegial and more autonomous — the opposite of what managers
tend to do in large organizations. Their desire is for maximum
influence on decisions with minimum direction from others or
participation in problem solving. The lesson and challenge to all
of us is to identify means to involve staff in decision making
through what Delbecq and Gill describe as representational struc-
ture and visible decision processes.

The health system as a management laboratory

A final point to review briefly is that what we learn about man-
aging change in health care may serve as a model for other
organizations in other industries. Health care in the United States
has usually been regarded as unmanaged and therefore not a
management model. However, the opportunity now exists for
health care managers to step to the forefront of managing change,
because the health industry exemplifies and magnifies many of the

challenges confronting organizations throughout society. These
common challenges are:

Increasing competition is occurring in many other industries as
well as in health care, and is characterized by heightened sen-
sitivity to the demands of the consumer, coupled with increas-
ing pressure on prices and costs.

Health care exemplifies the pluralistic mix of public and private

sector involvement and interaction that is becoming common
throughout society.

Health care is prototypical of a labor intensive service industry

which forces the understanding of the organization as a human
system.
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Health care is dominated by professional staff — physicians —
who exemplify the performance, independence and attitudes of
staff who earn their living with their minds, not their muscles,
in much the same ways as other professional, white collar
workers. All industries confront this issue to some degree, and
need to learn how to respond.

Health care, like other industries, is currently facing an ex-
plosive growth of new technology.

Health care forces us to confront difficult ethical decisions in
allocating care and resources.

Finally, health care is undergoing industrial restructuring and
consolidation like other American industries, in the context
of staff and institutional over-capacity, and continuing under-
service to about ten percent of the population.

The traditional image of the ‘well managed’ private corporation
may not be as well managed as we once thought (typified, for
example, by the big three automobile manufacturers’ reaction to
competition from Japan). Because of the revolutionary changes in
health care, we are being forced to respond rapidly and to develop
approaches to manage the change confronting us — more quickly
than most other industries. As a result, we have the opportunity
to make a quantum leap from the ranks of the ‘unmanaged’ to the
cutting edge of the management of change.

Change will remain the one constant in health care. Managing
that change will allow us to continue the mission we share: to
provide high quality care at an affordable price.

Reference
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Networking for change management strategies
RICHARD A NORLING

The health industry in the United States is under,oing a pro-
found transition from a quasi public utility to an intensely com-
petitive private sector market. The combination of limited
deregulation with increasing competition is widely forecasted to
bankrupt 10-20 per cent of America’s 6500 community hospitals
by 1990.!

In 1984, US hospital revenues grew by only 5.6 per cent, well
below the industry’s double-digit growth rates for the past ten
years.” More sobering still, 11,000 hospital beds were closed in
1984, the first time US hospital bed supply had not increased
since the American Hospital Association began keeping records.
The average length of a hospital stay dropped by a full day in the
past two years, and hospital occupancy fell to 66 per cent nation-
wide, an all time low. It would be fair to state that the US hospital
industry is entering a recession. ’

The State of California is in the forefront of these changes
sweeping across the hospital industry. California is a ‘bell-wether’
state, according to futures watchers like John Naisbitt.> Fewer
than 60 per cent of California’s hospital beds are occupied, and
the slump is deepening. What happens here may soon affect the
rest of the nation.

In California, deregulation set the wave of competition in
motion when legislative barriers to selective provider contracting
were removed in 1982.* The State of California moved quickly to
set up a competitive bidding process for the $4 billion ‘Medi-Cal’
health care program for the low-income population. The state’s
Medi-Cal purchasing agent, nicknamed the ‘Czar’ for his broad
powers, selected only 238 of the state’s 600 hospitals. The selec-
tion was made primarily on price per day of hospital care. The
state’s action triggered new rounds of hospital price wars, as Blue
Cross and other major health insurance carriers negotiated new
contracts with selected hospitals. These ‘preferred’ hospitals won
their designations by agreeing to disounts of 15-30 per cent in
prices.

The California health care marketplace is unique in other im-
portant ways.> Enrolment in health maintenance organizations,
which contract for a comprehensive package of health services, is
more than 40 per cent of those under age 65 in the San Francisco
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Bay area, and has penetrated more than 30 per cent of the enor-
mous Los Angeles market. Investor-owned hospital chains
are better established here than any other state. More than
one hospital in three in Los Angeles is owned by a for-profit
corporation. These for-profit hospitals have a reputation for
higher cost services and ‘skimming’ upper income customers,
avoiding treatment of their share of the community’s low income
residents.’

Deregulation of California’s hospitals is widening. The state’s
‘Certificate of Need’ law regulating the number and location of
hospitals has been terminated, effective January, 1987. This is
likely to trigger a new hospital building boom, as for-profit
hospital chains expand into new markets.

At the same time, there are changes occurring in medical prac-
tice. It is difficult for those outside the health industry to appreciate
the significant and unique role of the physician in health care
organizations like California Medical Center Los Angeles.® In the
US, most physicians are independent entrepreneurs. Physicians
ally themselves with hospitals voluntarily and without compen-
sation. In California, it is still against the law for a hospital
to directly employ a physician for patient care purposes. Their
‘privileges’ to practice medicine within hospitals are exchanged
for the patients they bring to the facility. Without a strong and
active medical staff, no hospital can operate.

Physicians are experiencing a business downturn, just as are
hospitals. Some specialties report a 15-25 per cent decline
in patient volume and revenues. There is a surplus of physicians
in America; an estimated 90,000 doctors will be unneeded by
1990.° An estimated 12 per cent of California’s 57,000 phys-
icians are considered surplus.'? At the same time, major health
care payors are attempting to restrict physician fees. The fed-
eral government has imposed a moratorium on increases in phys-
ician payment under Medicare, and the ceiling could be made
permanent.

Two further underlying forces are driving hospitals and phys-
icians towards the private sector marketplace model: first, the
new attitude of wellness in the minds of consumers de-emphasizes
the centrality of hospitals in the health care marketplace. Second,
those who pay for health have shifted from retrospective cost-
reimbursement to prospective payment only to ‘preferred’ pro-
viders who compete on price. Gaining preferred provider con-
tracts is creating a new distinction between the ‘haves’ and ‘have
nots’ among California hospitals, as patient choice is increasingly
limited by the health insurance carriers.
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California Medical Centre Los Angeles (CMCLA)

California Medical Center Los Angeles is a 325-bed acute-care
hospital established nearly 100 years ago. It is the founding hos-
pital of the Lutheran Hospital Society of Southern California
(LHS), a multi-hospital system which owns or manages seven
facilities. LHS is the oldest multi-hospital system in California,
and founding member of a new alliance of non-profit hospitals,
American Healthcare Systems, whose 31 corporate members own
or are affiliated with 1,191 hospitals nationwide. LHS has a
reputation for managerial innovation, providing California
Medical Center Los Angeles with a unique perspective and op-
portunities for development.

In comparison with other Los Angeles hospitals, California
Medical Center Los Angeles is large and busy. In 1984, 12,479
admissions generated 77,036 patient days and $56,838,000 in
total revenues. The emergency room is the most active private
facility in the city; only the county hospitals handle more para-
medic ambulance emergency patients in Los Angeles.

The urban location of California Medical Center Los Angeles is
both advantage and liability. The hospital is only eight blocks
from the central business district, location of the corporate head-
quarters of a dozen of California’s top 100 companies, including
ARCO, Security Pacific National Bank and Transamerica Occi-
dental Life Insurance. Urban renewal and private development are
revitalizing the city center, with more than four billion dollars of
new commercial and residential development under construction.

A major rebuilding program is in progress at CMCLA which
will replace all but 75 of the hospital’s beds in a 9-story state-of-
the-art patient care tower. In a competitive marketplace, the new
facilities will present a state-of-the-art image which matches
the rebuilding boom now underway in the Los Angeles central
business district.

Growth has yet to touch the blighted neighborhoods of South
Central Los Angeles which also adjoin the hospital. The hospital
currently serves some of the most neglected Spanish-speaking and
black low-income populations in Los Angeles. In 1984, more than
25 per cent of the hospital’s patients were low-income, paid by
California’s Medi-Cal program. The hospital is committed to
serve this population but recognizes the need to attract additional
price-paying activity or philanthropy to finance this community
service mission.

Within a three-mile radius, 14 hospitals share the central
Los Angeles market area with CMCLA. Competition is intense.
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Recently, a nearby hospital reopened its emergency room in
direct competition with California Medical Center Los Angeles.
The larger hospitals advertise widely, and compete for the busi-
ness of the major downtown employers. Within the central city
area, all hospitals are suffering a downturn in admissions, patient
days and revenues, in reflection of the general recession which is
overcoming the hospital industry in California.

Despite this economic picture, a major for-profit hospital chain
is planning to build a new 250-bed private hospital in joint ven-
ture with the University of Southern California in downtown Los
Angeles, beginning in 1986, which will compete directly for the
best-insured patients.

OPERATIONS BIAS OF HOSPITAL PLANNING

In the past, long-range planning at California Medical Center
Los Angeles had only a two to three-year strategic horizon.
Most of the planning effort was focused at the program and
service level, driven by operational needs and the annual budget.
The hospital had no specialized planning staff, contracting
with the corporate planning staff of the parent corporation as
needed.

Even without the benefit of a long-range plan, the hospital’s
Board of Trustees could see the need to replace the main patient
care facilities. The Board approved a $35 million building pro-
gram in 1982, and construction began in 1984. Financing was
secured through tax-exempt bonds. The assumptions and pro-
visions in the bond underwriting provided the hospital with a
forecast of expected and needed patient volume and revenues to
service the debt. De facto, these became the long-range financial
plan of the hospital.

At a senior management retreat prior to the decision to move
forward with a planning project, it was recognized that California
Medical Center Los Angeles needed an innovative approach to
rapid changes in its service area and the overall hospital industry. 1
Planning and marketing efforts for hospital programs were frag-
mented and limited. From the staff assessment, it was clear that
marketing expertise needed to be strengthened, and coordinated
with planning. The hospital lacked a market research base to
quantify its recognition or image among the several key ‘publics’
it served. Neither the Board nor medical staff were adequately in-
volved in the goal-setting process of the hospital, and there was no
overall strategic vision, except in the minds of the CEO and cor-
porate staff, to match the major capital investment to which the
hospital was now committed.
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NETWORKING: LEARNING FROM THE PRIVATE SECTOR

Through a fortuitous grant from the W K Kellogg Foundation of
Battle Creek, Michigan, the hospital became part of a national
research and demonstration program called ‘Innovations in
Health Care Management’. California Medical Center Los Angeles
was one of seven hospitals selected from three multi-hospital
systems to participate in a research and development project
initiated by the Center for Health Management Research (CHMR)
of the Lutheran Hospital Society of Southern California.

The working hypothesis of the demonstration project was that
innovation in hospital management could be stimulated by ‘net-
working’ with the best-managed companies in private industry.'2
Each hospital selected two problem areas for management innov-
ation then sought out innovative solutions from among the top
corporations in their community.

With the assistance of Professor George Steiner, a strategic
planning expert and member of the advisory board of the ‘Innova-
tions’ project, the hospital identified and interviewed senior plan-
ning staff in a dozen of Los Angeles’ most strategically man-
aged companies. These businesses included service industries
(Security Pacific National Bank), diversified multi-product
companies (Rockwell), and capital-intensive organisations
(Southern California Edison).

All industry visits were conducted by the hospital’s chief execu-
tive officer or by the senior vice-presidents. By conducting the
networking activities at the level of top management, CMCLA
gained these lessons in strategic management:

commitment to strategic planning and management must come
from the top level of the organization;

the ‘excellent’ companies focus first upon the needs of their
customers, then define the lines of business of the corporation;

market-driven strategic plans are organized around products
designed for specific market segments; and

product-line management reinforces the link between market-
based strategy and operational management planning.

The networking activities triggered a top-level shift in managerial
perspective at CMCLA. Senior management was now further
persuaded of the value of strategic planning, and set in motion a
process both to develop and share the long-range vision of the
future across the organization and to create a climate of organiz-
ational learning and adaptation.
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Becoming a strategically managed organization

With a conviction born from the networking efforts, the senior
management group enlisted Board and medical staff in the devel-
opment of a new strategic mission statement and 20-year goals.
Development assistance came from the Futures Program of
LHS’s Center for Health Management Research. The Futures
Program contributed a long-range scan of the health industry for
1985-2000. For each major trend, the strategic implications for
California Medical Center Los Angeles were identified. Intern-
ally, the capacity of the hospital to respond to the changing
environment was assessed.

The process was capped by Board review and adoption of the
new mission, a tightly worded statement about the hospital, its
values and its desired position in the marketplace. This was
flanked by 14 long-range goals which stated the hospital’s 20-year
directions in areas such as customer commitment, medical staff
development, primary lines of business, human resource develop-
ment, and neighbourhood redevelopment.

Innovative business strategies imbedded in these new goals had
been stimulated in the networking exchange with companies
whose environments were also experiencing turbulence and com-
petition. Like those companies, California Medical Center Los
Angeles determined what its preferred position would be in the
market-place. The new directions became the driving forces in
the hospital’s strategic management:

1 focus lines of business on being a cost-efficient producer of
primary health and hospital care;

2 networking with medical staff through joint ventures and ‘pre-
ferred provider’ contracts with major payors;

3 alignment of the hospital neighborhood redevelopment with
downtown businesses and the economic redevelopment of central
Los Angeles;

4 emphasis on marketing and customer service; and

S use of the philanthropic fundraising process to extend the
hospital’s networking and marketing strategies.

ORGANIZATIONAL STRATEGIES: DEVELOPING A STRATEGIC CULTURE

Skeptics of the strategic planning process question the validity of
long-range assumptions and the value of making long-term com-
mitments in a continuously changing environment.'* The critics
miss the point. The plan provides a corporate strategic vision
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whose primary value is symbolic. The new mission statement and
goals are not a blueprint, but a corporate philosophy which per-
meates the managerial culture. All major strategic decisions by
California Medical Center Los Angeles are now made consistent
with the mission and goals.

For CMCLA, the new mission and goals - four pages in length
— became the framework for the continuing process of develop-
ment of 5-year business plans for major product lines and aspects
of hospital development, for example, perinatal services, trauma,
an customer relations. In turn, annual department objectives and
budgets are set consistent with the 5-year plans.

Within days of adopting the new mission, as chief executive
officer (CEO), I initiated a hospital-wide communications effort
with key stakeholders inside the organization: medical staff,
middle management and employees. They had to buy into the
strategic vision, or the plan was simply a piece of paper. It became
a process of human resource development, geared to the competi-
tive environment and utilizing an educative, reinforcing leader-
ship model.

The following organizational strategies and incentives were
brought to bear to instill an integrated, change-oriented organiz-
ational culture at the California Medical Center Los Angeles:

1 establishment of a new marketing department as the primary
change agent;

2 joint ventures with the medical staff to increase their bonding
with the hospital and their competitive position;

3 transition from a traditional hierarchical structure to decentral-
ized product-line management;

4 management team sharing the vision for strategic decisions,

abandoning hard-line advocacy competition for consensus-style
decision-making; and

5 creation of new corporate subsidiaries to institutionalize external
linkages and provide mechanisms for entrepreneural development.

In pursuing each strategy, the same themes were reinforced: the
hospital must change to compete effectively in a competitive
environment, and it must continuously learn and be innovative in
its products and its management.

ROLE OF THE MEDICAL STAFF

To strengthen the hospital-medical staff alignment, a variety of
innovative approaches were developed at the California Medical
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Center Los Angeles which recognized the new competitive reali-
ties of medical practice. Major medical groups were enlisted to
sign up jointly with the hospital in a series of preferred provider
agreements with insurance companies, HMOs, and other major
payors. The hospital has now entered into 60 such contracts,
more than most hospitals. A new ‘Independent Practitioner
Association’ was created by the hospital as a vehicle in which solo
physicians and small medical groups could participate in these
same contracts with payors. As part of the construction program,
the hospital is building a new medical office building with incen-
tives for long-term physician tenancy. The hospital subsidizes a
family practice residency program to train young physicians, and
to help them build a practice base around the hospital. All these
strategies were approved by the hospital’s Board and medical staff
consistent with the strategic goals, which were referenced often
by both groups in the approval process.

These efforts have provided a series of incentives to increase
medical staff ownership in the new directions the hospital is
taking, and they are working. California Medical Center Los
Angeles’s admission rate has slipped minimally in 1984, while
other downtown Los Angeles hospitals have suffered declines of
6-10 per cent in the past year.

MARKETING AS A CHANGE AGENT

Communicating the strategic vision, inside the hospital and ex-
ternally, and marketing the new strategies to the hospital’s cus-
tomer bases, are ongoing challenges. At the outset, the hospital
needed a global market research base for strategic decision-
making. A comprehensive market research survey of nine internal
and external publics was conducted in 1984, and will be up-
dated annually. Goals and objectives are being written based on
desired changes in the level of recognition of the hospital by
its customers, on a product-line basis as well as to assess the
overall image of the hospital. The marketing orientation is be-
ing extended to all aspects of hospital operations and product
development, responding to the challenges of the competitive
marketplace.

California Medical Center Los Angeles is gaining an image as a
dynamic, future-oriented organization. The new building will
provide a dramatic and visible statement of modern medical care.
Symbolically, the hospital’s entrance has been relocated to face
one of the major access routes into the central business district.
A hospital-prepared supplement is regularly published in the
‘Downtowner’ newspaper which showcases hospital development
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and services. New marketing and advertising campaigns stress
CMCLA'’s role as the community hospital for downtown Los
Angeles.

The hospital has used networking and philanthropy to streng-
then its relationships with the downtown business community.
New Board members have been recruited from top Los Angeles
firms, and a new Foundation created to bring more business and
civic leadership into the hospital’s orbit. The hospital’s wholly-
owned Redevelopment Corporation is developing a comprehen-
sive land use plan for the 100 acres surrounding the hospital,
in cooperation with Transamerica Occidental, a major near-
by landholder, and the Los Angeles Community Redevelop-
ment Agency. Enterprising development of housing and com-
mercial buildings is being planned, using a combination of
public and private financial sources. Again, networking ce-
ments these relationships between the hospital and external
organizations.

ADOPTING A STRATEGIC MANAGEMENT STYLE

The networking activities with top companies in the private sec-
tor have opened California Medical Center Los Angeles to a new
management style suited to the competitive environment, The

central principles of the hospital’s change-oriented management
are:

1 shift in management style from intuitive planning dominated by
the CEO to a conscious and participative decision-making by the
management team and medical staff;

2 CEO provides leadership by education and communication, not
by directives;

3 encourage networking and learning activities of managers and
medical staff to develop new partnerships for business development;

4 education and reinforcing incentives for employee development
in areas like customer relations and productivity; and

5 managers and medical staff leadership are responsible for stra-
tegic planning — there is no separate planning staff.

The new management style is still being adopted and adapted.
Product-line management and marketing are now being extended
across the range of hospital departments and services. Product-
line plans are being written, and new ventures launched. There is
a sense of excitement and enthusiasm at the hospital, about a
future which no managers are taking for granted.
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LESSONS LEARNED

The transition to strategic management has not been without
difficulty. Not all of the changes have been welcomed. Recent
staff layoffs, the first in a decade, have raised staff anxiety about
the future. The hospital was the target of union organizing, which
it has successfully resisted. A few managers more comfortable in a
highly-structured, predictable organizational environment have
departed. Management staff meetings now surface more open
conflict than in the past, but the debate is healthy and productive.

Involvement of medical staff centrally in all strategic develop-
ment activities is clearly one of the critical success factors for
the hospital. To gain the support of the medical staff, a Joint
Ventures Committee was formed, bringing together the physician
leaders with Board members to develop a set of principles about
future joint ventures. This statement of corporate philosophy
recognized the interests of the medical staff vis-a-vis the hospital,
defined mutual responsibilities in joint efforts. Its acceptance by
the medical staff and the board has paved the way for cooperation
and collaboration.

Conclusion: looking forward

The critical role of the executive in a time of transition is to
educate and communicate a sense of the future to the organiza-
tion. Awareness of the realities of the competitive environment
which hospitals face is now broadly shared by medical staff,
managers and employees at California Medical Center Los
Angeles. They recognize that change is a constant in a shifting
marketplace.

Being strategically oriented and market-driven has become the
philosophical core of the organization. Networking and organiza-
tional learning have opened the windows of the organization
to change and fresh ideas, and laid the base for new business
relationships.

California Medical Center Los Angeles has a vision of its
future, and is not afraid of change. The new attitude is ‘think
bigl’ with the same enthusiasm which carried the day in the
English comedy, ‘The Mouse That Roared’. Hospital staffers
are future-oriented. California Medical Center Los Angeles’s
Nursing Department initiated and is taking a leadership role
in redefining the future of nursing in a national study called
‘Nursing 2020’. They understand that becoming a strategically
managed organization is every manager’s responsibility. Even if
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all the answers are not yet readily apparent, the organization is
willing and anxious to learn.

Yet for all the positive strides taken on an institutional level,
there emerges from a scanning of recent US trends, a keen aware-
ness that geographically integrated networks of hospitals and
other health care services will be the only viable organizations in
the near future. The shape of these emerging networks and their
ability to successfully adopt and implement a strategic manage-
ment philosophy remains at issue. Appropriate strategies for re-
conciling institutional goal-setting with the directions of these
‘networks’ comprise the new dilemma.
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Introduction

By the end of the week-long seminar, there was a recurring
recognition in the participants discussions: managers and their
organisations must have a capacity for learning. Specialized
knowledge and accumulated skills are insufficient to deal with the
unique uncertainties, complexities and lack of order which man-
agers confront. Because the phenomena facing the organisation
and its managers are always changing, there is no way to prepare
in advance a standardised set of techniques that the manager will
require to cope with unpredictable problems and opportunities.
Instead, there is a need for the manager to be able to continually
and rapidly define and redefine what are the important things to
which the organisation must attend, and to shape the processes by
which they will be managed.

The important role of learning in strategic management had
been emphasized in the theme papers by Evans, Parston and
Pettigrew. As well as having personal implications for the man-
ager’s own development, the inseparability of learning from plan-
ning, control and change places an onerous responsibility on the
strategic manager to foster and develop organisational learning.
This entails a commitment and an ability to analyse and assess
performance, and to understand the cause for gaps between intent
and outcome. But it also requires an ability to learn when intent
may need revision, when current strategies may no longer fit, and
when organisational norms and values may have to change.

These recognitions lie at the core of Gordon Best’s introductory
paper on the sub-theme of development strategy. He argues that
the key to building organisational capability and adaptiveness is
the development of a capacity in the organisation to engage in
effective learning. In this context, the successful strategic man-
ager 1s constantly concerned with the interplay between the en-
vironment and the what and how of managing - that is, the task
and process of management. As turbulence heightens, though,
the strategic manager must attend principally to process, employ-
ing and reflecting upon the continuously changing task agenda to
strengthen organisational adaptability and competence.

The paper cites Argyris and Schén’s typology of organisational
learning: ‘single-loop’, which is error detection and correction in
line with organisational norms; ‘double-loop’, which connects
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error detection to the very norms that define effective perfor-
mance - a sort of double feedback; and ‘deutero’ or learning how
to learn. Best uses these categories to analyse some of the man-
agerial dilemmas that are characteristic of large organisations.
These include over-emphases on tasks and on producing results.
To overcome these difficulties and to develop the organisation’s
ability to deliver in changing circumstances, learning to learn
must become a key ingredient of strategic management. He con-
cludes the paper by examining how some of the mechanism for
accountability and control in the public sector may actually limit
the manager’s scope for managing strategically, a point that at-
tracted some attention during the seminar debates about the role
of public sector managers.

Stephen Leeder’s account of the design, establishment and
reassessment of a new medical school illustrates how learning to
learn can help managers and organisations respond to change.
Australia’s University of Newcastle Medical School was established
to compensate for what its founding fathers saw as an imbalance
in traditional medical education. Because of a radically different
curriculum and a progressive admissions policy, continuing as-
sessment of performance against expectation is all the more im-
portant. However, while students educational performance 1s
good, concerns about how well students will perform in their
future work environments is raising some rather disturbing ques-
tions about the school’s initial objectives and about possible needs
for adaptation.

One of the more insightful chapters of this book concludes this
section. It is not a prepared paper, but rather the notes of some of
the discussions that took place during the Managers as Strategists
seminar. In order to initiate discussion about the importance of
learning to learn, Gordon Best asked participants to meet first in
small groups and to identify and discuss the ways in which they as
managers promote learning in their organisations. Each group
was asked to consider their own examples of ‘single-loop learning’
and ‘double-loop learning’, and then to report back in a plenary
session. The notes of two of the small groups discussions are
included in chapter 14. While the examples of different types of
organisational learning are of some interest, the notes provide a
wonderful record of managers reflecting on their own practice,
challenging other’s ideas, and helping each other to learn.
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Strategic managing, organisational learning
and development strategy
GORDON BEST

What is a strategic manager?

As Tom Evans background paper and some of the other contri-
butions make clear, the concept of managerial strategy has, in
recent years, undergone a major reappraisal and reinterpretation.
This paper will not attempt to cover this ground again. Yet any
contribution to a meeting on the theme of ‘managers as strategists’
must implicitly or otherwise concern itself with the question of
what it means for a manager to behave strategically. In this
introduction I will touch briefly upon this issue and then provide
an overview of my own contribution to the theme of the seminar.

Over the past 15 years or so, the idea of managerial strategy has
attracted considerable attention and been subject to increasing
critical scrutiny. As a result, prevailing ideas about the nature of
strategy have evolved rapidly in response to a host of insights and
‘findings’ rooted in both theory and managerial practice. Andrew
Pettigrew’s recent book! provides an authoritative and insightful
overview of this evolutionary process. And while it would be an
overstatement to say that there now exists a broad consensus as to
the nature of managerial strategy, the following three interrelated

insights would seem to be the principal products of the process
Pettigrew describes.

1 THE ‘A PRIORI’, LINEAR NATURE OF STRATEGY

Until as recently as a decade ago, the concept of managerial
strategy was almost always assumed to incorporate two key sub-
sidiary notions. The first was that a strategy consisted of little
more than a preconceived, goal-directed sequence of actions in-
tended to provide a guide for managerial decision-making. The
second was the notion that strategy unfolded in a series of over-
lapping, but essentially sequential phases often described as
formulation, implementation, review and appraisal.

In the last decade, however, this ‘a priori and linear’ view of
strategy has given way to a much richer and more complex notion
which takes greater account of the actual behaviour of senior
managers. In essence, this more recent view emphasises the dy-
namic, evolutionary and yet purposeful nature of strategy as this
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emerges in the hands of perceptive and proactive senior managers.’
This perspective portrays senior. managers as engaged in a con-
tinuous process of responding to the upward flow of information
and ideas from within their own organisation and to the chal-
lenges and imperatives emerging from the ‘external’ environ-
ment. Strategy, then, both grows out of, and provides a structure
for, these two processes. Looked at in this way, it is clear that
managerial strategy has no beginning and no end nor does it
unfold in a linear fashion: in Quinn’s words, ‘... strategies
are typically fragmented and evolutionary with a high degree
of intuitive content ... overall strategies tend to.emerge as a
series of conscious internal decisions [that] blend and interact
with changing external events to slowly mutate key managers’
broad consensus about what patterns of action make sense for the
future’.?

2 THE UNITARY NATURE OF STRATEGY

A second key idea about strategy which has been undermined
over the past decade is the notion that there is some one thing that
can be identified as managerial strategy. This notion has been
undermined in two ways. The first grows out of the work of
writers such as Quinn * and Mintzberg® who emphasise the con-
tingent and situational nature of strategy. Such an orientation
recognises explicitly that strategic managerial behaviour 1s in-
fluenced by an ongoing diagnostic process reflecting manage-
ment’s reading of the strengths and weaknesses of the organisa-
tion at any point in time. In these circumstances, there can be no
one ‘correct’ idea of strategy but, rather, the recognition that
different forms of strategy will be more or less appropriate to
differing organisational and environmental circumstances at dif-
ferent points in time.

The second force at work in undermining the unitary view of
strategy has been the growing recognition that it is not just ‘top
management’ which has a monopoly on strategic thinking and
managing. As Pettigrew has observed: ©... empirical process
research on strategy [has] made a number of descriptive contri-
butions to the understanding of strategic decision-making and
change. Strategic processes [are] now accepted as multi-level ac-
tivities and not just the province of a few, or even a single gen-
eral manager. Outcomes of decisions are [not] just a product of
rational . .. debates, but [are] also shaped by the interests and
commitments of individuals and groups, the force of bureaucratic
momentum, gross changes in the environment and the manipula-
tion of the structural context. . .”®
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3 THE INSTRUMENTAL NATURE OF STRATEGY

A third idea central to the early writings on strategy was an
emphasis on the instrumental nature of strategy, that 1s, the
notion that strategy was essentially a means for achieving certain
ends. From this perspective, two criteria were central to the
measure of good strategy: the first was whether the strategy
actually enabled management to achieve pre-set ends; the second
was whether the strategy enabled management to estimate the
consequences of proposed actions before they were taken.

Over the past decade, however, the twin themes of changing
organisational context and increasing environmental turbulence
have emerged as central in both the literature and empirical work
on managerial strategy. As this has happened, it has become
increasingly clear that the instrumental view of strategy offers an
over-simple and inadequate framework for understanding the
process of strategic managing. As a consequence, the instrumen-
tal — or means/end — view of strategy has been displaced by a more
developmental — or process oriented — view. Central to this perspec-
tive is the recognition that the environmental and organisational
contexts within which managing happens, present challenges and
dilemmas which are simply not amenable to definitive analysis.
Accordingly, the notions of managerial and organisational learn-
ing have emerged as key elements within this developmental
perspective. Evans and Best” have characterised this perspective
as follows: °. . . the ‘learning’ approach is about process, influence
and development. How things are considered and determined is
important. [Strategy] must influence understanding and action. It
is not only how we do things now, but how we invest in their
future improvement and development that matters. Because of
these factors, the learning model ... relate[s] the substance of
strategy to the developing capacity of the organisation to manage
change’ (emphasis added).

The picture which emerges from this evolutionary process then,
is an altogether more sagacious, complex and above all relativistic,
view of managerial strategy. And this is perhaps not surprising,
for while much of the early work on strategy was based on @ priori
theorising and normative models of strategy, later work was in-
fluenced more by descriptive and empirical studies of how man-
agers actually manage.

If there is, however, one critical difference which distinguishes
the ‘old’ view from the ‘new’, it is to be found in the assumed
relationship between the narure of strategy and the rationale for
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strategy. Within the ‘old’ framework, this relationship is clear
enough: strategy is preconceived and linear; unitary in nature;
instrumental and goal-directed; and therefore purposeful.
Strategic managers behave purposefully because they behave strat-
egically. Within the ‘new’ framework, however, this relationship
is more problematic: strategy is non-linear and contingent; situ-
ational and pluralistic; opportunistic and developmental; and yet
purposeful. Strategic managers behave purposefully in spite of the
fact that they behave strategically. It is this apparent paradox
which provides the focus for this paper.

The remainder of this paper is divided into three parts. The
next section poses the question, ‘How do strategic managers
manage?’. In other words, how is it possible for senior managers
to develop contingent, opportunistic, developmental forms of
strategic managing which also provide direction, coherence and
purpose for a large organisation operating in a turbulent environ-
ment? The following section examines the processes of man-
agerial and organisational learning which would seem to be central
to successful strategic managing and its principal product, devel-
opment strategy. Finally, the last section poses the question, ‘Can
public sector managers manage strategically?’. Using the British
National Health Service as an illustration, I suggest that the scope
which many senior managers have for managing strategically
within a public sector environment may be surprisingly limited.

Coming to grips with development strategy: How do
strategic managers manage?

This section of the paper explores the process of strategic man-
aging in further depth. For this purpose, I shall make use of the
simple diagrammatic model shown in Figure 4. The model is in-
tended to be a schematic representation of some of the principal
elements which enter into and influence the process of strategic
managing.

The figure suggests that three elements are central to the pro-
cess of strategic managing. These are: the tasks — or whats — of
managing; the processes — or hows — of managing; and the environ-
ment — or context — within which managing takes place. Building
on this model, I suggest that the effective strategic manager is one
who can manage successfully the continuous interplay between
task, process and environment so as to deliver changes which are
to the advantage of the organisation.

Although Figure 4 is intended to be no more than schematic
and suggestive, it is significant that the task and process elements
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Figure 4 Task process and environment — a simple diagrammatic model
of strategic managing*

are cast as cycles, while the environment is portrayed as con-

textural and ubiquitous. It is worth elaborating further on each of
these three elements.

1 THE TASKS OF STRATEGIC MANAGING

This refers to what Pettigrew® calls the content or substance of
strategic change, or what Kotter® calls managers’ work ‘agendas’.
Task refers to whar it is that managers have to achieve in order to
further the aims of their organisations. Kotter provides a clear de-
scription of senior managers’ task agendas: ‘the agendas . . . man-
agers developed tended to be made up of a set of loosely connected
goals and plans which addressed their long, medium and short-run
responsibilities. As such, agendas typically addressed a broad
range of financial, product/market and organisational issues’,!°
The four stages in the task cycle sown in the Figure are illustra-
tive. Other cycles with more or different stages could be used.
The cycle format is intended to highlight the fact that the achieve-
ment of task always requires managers - however informally - to
formulate intentions, plan ahead, decide how to measure achieve-

ment, and so on.
2 THE PROCESSES OF STRATEGIC MANAGING

This refers to the ways in which managers go about achieving task
and delivering change. Isenberg'! distinguishes between organis-

* I am indebted to Robin Coates for introducing me to the task-process cycles.
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ational and interpersonal processes by which he means ‘... the
ways in which managers bring people and groups together to
handle problems and take action’. Kotter describes how top man-
agers build up ‘networks’ (of people) and then use these to get
action on the items on their agendas. In Kotter’s words ‘... hav-
ing developed networks that are capable of implementing their
agendas, it is not surprising that ... general managers would make
sure that they did so’.'?

The process cycle shown in the Figure is again illustrative. It is
intended to highlight the fact that the processes involved in strategic
managing oblige managers to engage - however informally - in a
number of different activities. In casting the process cycle in quite
different terms, Quinn'> points out that: “. . . [managers] carefully
orchestrate ad hoc efforts designed to: ... sense developing stra-
tegic needs early; build executive awareness about options; broaden
support and comfort levels for action; ..." build attitudes, com-
munication channels and resource centres ...’, and so on. The
arrows passing through the centre of Figure 4 connecting non-
sequential phrases of the process cycle are reminders that these
processes do not follow neatly one from another but rather, have
to be managed in the light of a variety of factors — most notably
the states of the organisational and external environments.

3 THE ENVIRONMENT WITHIN WHICH STRATEGIC MANAGING OCCURS

The orthodox view of the managerial environment is that it con-
sists of all those variables which influence the fortunes of the
organisation, but which are outside management’s control or
influence. A more helpful portrayal begins with Pettigrew’s useful
distinction between the organisational (or inner) environment,
and the external (or outer) environment. The importance of this
distinction lies in the fact that these two parts of the managerial
environment often present quite different problems (and oppor-
tunities) for top management.

The environment external to the organisation, for example,
consists of such elements as competitors, consumers and the legal
system. Changes in the behaviour of any of these groups can —
often at quite short notice - pose a major problem or offer an
important opportunity for the organisation. In this sense, they
can be seen as organisational ‘imperatives’; that is, they represent
challenges which management must respond to but which, at the
same time, management can rarely influence. By contrast, while
the inner (organisational) environment can also pose problems
and present challenges for management, these can sometimes be
influenced directly through managerial action. For example,
while the forces of organisational inertia and momentum can
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often pose quite serious problems for management, they can also
sometimes be modified and redirected in order to promote and
secure change.

When the three elements described in that Figure are combined,
what emerges is a picture of strategic managing which is broadly
consistent with the descriptive findings of writers such as Kotter,
Mintzberg, Quinn and Isenberg'*. Thus, it is the selection of
tasks or agenda items that top managers attend to over time which
— In retrospect at least — sometimes leads to their behaviour being
described as purposeful and their perspective as strategic. Equally,
as the environment poses new dilemmas for management, the
content of the task agenda and the order in which items are
accorded priority, change. It is the ability to see the implications
of environmental change for the content and handling of the
managerial agenda that is sometimes referred to as managerial
viston or foresight. Finally, as the environmental context and task
agenda change, the processes of strategic managing must change
also. Sometimes, for example, it will be important to attend to
those processes which foster the acceptance of change while, at
other times, stabilising and protecting change will take prece-
dence. It is the ability to identify and promote the appropriate
processes in changing environmental and task circumstances
which sometimes leads us to describe certain managers as tnsight-
ful or dynamic.

It is also worth stressing that this complex managing process is
not solely driven by changing environmental circumstances or
internal organisational momentum. In a dynamic organisation, it
will in important part be driven by what we might call managerial
leadership: that is, the drive to manage the interplay between task,
process and environment so as to identify, introduce and then
stabilise, changes which are to the advantage of the organisation.

THE NEED FOR LEARNING

It is clear that as organisational complexity and environmental
turbulence increase, the difficulties associated with achieving an
effective balance between task, process and environment escalate.
In particular, surprises in the environment often can bring about
abrupt shifts in organisational priorities which, in turn, necessi-
tate changes in the managerial task agenda. Moreover, it should
be clear that such surprises, the presence of organisational con-
flict and other factors which give rise to a changing task agenda,
are not infrequent intrusions into managerial practice; they are
central to management in large organisations. It follows that
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a continuously changing task agenda is intrinsic to strategic
managing.

This observation is the source of the dilemma alluded to in the
introduction to this paper: namely, how can the strategic manager
manage a changing agenda while, at the same time, maintaining a
reasonable level of organisational stability and sense of purpose?
Arguably, it is recognition of this dilemma that has led writers
such as Argyris and Schon'®, Schon!®, and Michael!” to adopt a
view of strategic managing which emphasises process and, in
particular, managerial and organisational learning. Indeed, for
these writers, the twin concepts of managerial and organisational
learning are seen as central features of modern management. As
Argyris and Schon have argued:

Since World War II, some of the most prominent ideas in good
currency in American organisations have been those like re-
search and development, organisational innovation, planning
and evaluation and the management of change, all of which
have to do with (organisational) learning. Awareness of these
ideas has passed beyond rhetoric. Most organisations, public
and private, now have individual roles and even whole depart-
ments whose functions are intended to promote what we would
call (organisational) learning. Managers recognise that they must
not only respond to particular changes in the corporate environment,
but must also build organisational competence for responding con-
tinually to such changes, foreseeable and unforeseeable (emphasis
added).!'®

A central tenet in the writing of these authors is that as organ-
isational complexity and environmental turbulence increase, so
too does the need for an emphasis on those processes which
facilitate learning. This is because as the task agenda changes,
organisational change must follow: but viable organisations — if
they are to develop rather than simply change — require stability
and continuity as well as change. Hence the need for learning as a
means of sustaining and informing the process of selective adap-
tion over time.

Writing in a different context, Schon describes this process as
follows:

In general, the more an organisation depends for its survival on
innovation and adaptation to a changing environment, the more
essential its interest in organisational learning. On the other
hand, formal organisations also have a powerful interest in the
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stability and predictability of organisational life. . . . Surprise,
which is essential to learning, is inimical to smooth organisa-
tional functioning. Thus organisations evolve systems of error
detection and correction whose function is to maintain the
constancy of variables critical to organisational life.!®

Although the process of error detection and correction is only one
type of organisational learning, it should be clear in principle that
even this elementary form of learning can, on occasion, resolve
the apparent conflict between the need for stability and sense of
purpose, and the need for continuous change.

Successful strategic managing in a complex and dynamic en-
vironment then, requires that the strategic manager attends to
process and especially to those aspects of process concerned with
learning. At the same time, it is important to stress that successful
strategic managing is not solely about change: some learning will
reveal the need for stability. Looked at from this perspective,
successful strategic managing is development strategy.

Managerial and organisational learning: the key to
development strategy?

This section of the paper examines in further detail the ideas of
managerial and organisational learning as these relate to the pro-
cess of strategic managing. For this purpose, it is important to try
to be as clear as possible about the notion of organisational learn-
ing. Argyris and Schon’s seminal book, Organisational Learning:
A Theory of Action Perspective, provides a useful starting point.
Argyris and Schén argue that all organisations develop certain
norms, strategies and practices which taken together, can be
treated as an organisational ‘theory of action’. Using this as their
starting point, they then turn to the question of what constitutes
organisational learning:

Organizational learning is a metaphor whose spelling out re-
quires us to re-examine the very idea of organization. A collec-
tion of individuals organizes when its members develop rules
for collective decision delegation and membership. In their
rule-governed behaviour, they act for the collectivity in ways
that reflect a task system. Just as individual theories of action
may be inferred from individual behaviour, so organizational
theories of action may be inferred from patterns of organiza-
tional action . . .

Organizational learning occurs when members of the organization
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act as learning agents for the organization, responding to
changes in the internal and external environments of the
organization by detecting and correcting errors in organiza-
tional theory-in-use, and embedding the results of their en-
quiry in private images and shared maps of organisation.?’

In developing this view of organisational learning, Argyris and
Schon distinguish between three types of learning which they
refer to as single-loop, double-loop and deutero-learning. Single-
loop learning is simply error detection and correction. It assumes
that certain organisational norms exist (for example, for sales or
product quality) and that performance may deviate significantly
from those norms. When this happens, the reasons for the devi-
ation are sought out, performance modified and the resulting
‘know-how’ built into the organisation’s ‘theory of action’. In
terms of Figure 4, single-loop learning is a process concerned with
improving how well task is achieved. In Argyris and Schon’s
words ‘... (single loop learning) is concerned primarily with
effectiveness — that is, with how best to achieve existing goals and
objectives and how best to keep organisational performance with-
in the range specified by existing norms’.*!

As noted earlier, however, environmental turbulence and a
variety of other factors can often necessitate a major rethink of the
task agenda. In this case, double-loop learning may be required.
Double loop learning consists of questioning and then revising
organisational norms themselves:

... [managers] must reflect upon ... error to the point where
they become aware that they cannot correct it by doing better
what they already know how to do. They must become aware,
for example, that they cannot correct the error by . .. perform-
ing ore effectively under existing norms. . .

We call this sort of double learning double-loop. There is in this
sort of episode a double feedback loop which connects the
detection of error not only to strategies and assumptions for
effective performance but to the very norms which define effec-
tive performance.??

Finally, and perhaps most importantly, deutero-learning is defined
simply as learning how to learn — that is, an organisation learning
how to engage in effective single and double-loop learning:

When an organization engages in deutero-learning, its mem-
bers learn . . . about previous contexts for learning. They reflect
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on and inquire into previous episodes of organizational learn-
ing, or failure to learn. They discover what they did that
facilitated or inhibited learning, they invent new strategies for
learning, they produce these strategies, and they evaluate and
generalize what they have produced. The results become en-
coded in individual images and maps and are reflected in or-
ganizational learning practice?3,

Argyris and Schén, and especially Schén in a later book, stress
that senior managers are key agents of organisational learning.
The basic assumption is that successful top managers engage in a
continuous process of trying to learn how to do their jobs better.
Schon describes this process as ‘reflection-in-action’.

Managers reflect-in-action. Sometimes, when reflection is trig-
gered by uncertainty, the manager says, in effect, ‘This is
puzzling: how can I understand it?’ Sometimes, when a sense
of opportunity provokes reflection, the manager asks, ‘“What
can I make of this?’And sometimes, when a manager is sur-
prised by the success of his own intuitive knowing, he asks
himself, “What have I really been doing?’ ... When a manager
reflects-in-action, he draws on this stock of organizational
knowledge, adapting it to some present instance. And he also
functions as an agent of organizational learning, extending or
restructuring, in his present inquiry, the stock of knowledge
which will be available for future inquiry.?*

These observations, which are consistent with the descriptive
findings of writers such as Isenberg,?® suggest that managerial
learning is a necessary prerequisite and key input to, organis-
ational learning. In terms of our earlier .discussion, these obser-
vations suggest that a strategic manager engaged in what we have
been calling the learning aspects of process, is contributing to
their organisation’s capacity to achieve task — even though the task
agenda may be changing.

COMMON MANAGERIAL PATHOLOGIES

In order to explore how these insights relate to the process of
strategic managing and the idea of development strategy, the
task-process-environment figure can be used to examine some of
the more common managerial ‘pathologies’ characteristic of large
organisations. Consider for example:

1 The raison d’étre for management resides in the achievement of
task, while the effectiveness of management often depends on
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process. In short, managers are not paid to cajole, persuade, build
commitment or foster acceptance except as a means to achieving
certain (task-orientated) ends. On the other hand, managers who
cannot do these things well will, on the whole, be ineffective. One
important upshot of this is that while systems of managerial accoun-
tability are often task-based, a manager’s performance frequently
depends on attention to process. As a consequence, there is often a
counter-productive tension betweeen mechanisms of managerial
accountability and the strategic time horizon adopted by man-
agers, that is, managers sometimes focus on producing ‘visible’
short-term results at the expense of developing their organisa-
tion’s capacity to deliver results over the longer term.

2 A related issue is that too great an emphasis on task can lead to
a gap between statements or aspirations of strategic intent, that is,
statements of what change is intended) and the organisation’s
capacity to actually implement and deliver change. Put another
way, if the how of managing change receives too little strategic
emphasis, the organisation’s capacity to deliver change will
suffer. This is, again, a matter of attending to developmental
issues — attending to matters of organisational ‘culture’; capability
development; shifting attitudes and beliefs; and so on.

3 The converse pathology of placing too great an emphasis on
organisational process is also common. In this case, process is
dominated by a concern with issues of organisation inertia result-
ing in a change strategy that often amounts to little more than
organisational incrementalism. Instead of management consisting of
the dynamic interplay between task, process and environment
guided by a sense of strategic perspective, organisational process
is dominant. The consequence is a loss of sensitivity to factors
external to the organisation; a task agenda dominated by internal
concerns; and a resulting loss of purpose and organisational
direction.

All three of these pathologies, in important respects, can be seen
to be questions of organisational learning. The first case is per-
haps the clearest. Here, the relatively short-term pressures on
managers to ‘produce results’ will result in an emphasis on single-
loop learning: that is, on error detection and correction and other
forms of learning which are concerned with how best to achieve
existing goals. Yet many of the descriptive studies cited by
Argyris and Schon and other authors suggest that organisations
which are good at this type of learning tend to be rather weak
when it comes to double-loop learning: that is, forms of learning
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concerned with redefining organisational task or mission. There is
thus a clear sense in which strategic managers must attend to the
development of both forms of learning if they are to successfully
manage the tension between the short-term concerns of manage-
ment accountability, and the longer term requirements of devel-
opment strategy.

The second and third pathologies are clearly opposite sides of
the same coin and, in important respects, raise issues which could
be said to be questions of learning how to learn — or deutero-
learning. Thus, we have already seen how the management of the
task-process interplay is a central feature of managing strategi-
cally. In essence, this is about striking an effective balance
between task and process given the changing states of the organ-
isational and external environments. In this context, single-loop
learning can be seen to be essentially concerned with effectiveness
— that is, about how to better achieve task. Double-loop learning,
by contrast, can be used to alert management both to the need to
engage in different tasks and/or to adopt different processes in
order to better achieve task. Clearly, both types of learning are
essential if the right balance between task and process — and
between short term pressures and longer term developmental
needs — is to be struck.

From this perspective then, what Argyris and Schén call
deutero-learning can be seen to be a key ingredient of develop-
ment strategy. It is concerned centrally with developing the
capacity of the organisation to engage in effective forms of learn-
ing. Deutero-learning has little if anything to do with task, it is
undiluted process: it is concerned with what Tom Evans refers to
as building ‘organisational capability and adaptiveness’ 26, As

such, it is at the very heart of strategic managing and develop-
ment strategy.

Conclusion: can public sector managers manage
strategically?

In this concluding section, I consider some of the implications
of the preceding arguments for the management of the British
National Health Service (NHS). Before doing so, however, it
may be useful to summarise the principal observations put for-
ward in earlier parts of the paper. They are:

The concept of managerial strategy has evolved in recent years
to the point where it is now a highly relative notion: strategy
s seen as non-linear, contingent, situational, pluralistic, devel-
opmental and yet purposeful.
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When looked at within the task-process-environment frame-
work the process of strategic managing can be seen to exhibit
all of these characteristics. The apparent paradox between the
nature of strategy and its purposefulness can be restated in
terms of the distinction between task and process: that is, while
it is task which provides the raison d’érre for strategy, it is
process (which is non-linear, contingent, and so on) which
frequently determines how effective strategy is.

As environmental turbulence and organisational complexity
and conflict increase, the difficulties associated with managing
the interplay between task, process and environment escalate.
In particular, as the managerial task agenda changes, manage-
ment is increasingly obliged to rely on more sophisticated
forms of process.

In a complex and dynamic environment, managerial and or-
ganisational learning are central to maintaining a workable
balance between task, process and environment, as well as that
between organisational stability, change and sense of purpose.

When management fails to achieve an effective balance be-
tween task, process and environment, a variety of familiar
‘pathologies’ arise: for example, too great an emphasis on task
can result in a gap between strategic intent and operational
delivery, while the opposite emphasis can lead to a loss of
organisational ‘sense of purpose’.

The absence of effective forms of managerial and organisational
learning provides one explanation for the existence of such
pathologies. The promotion and evolution of effective forms of
organisational learning is therefore one of the major challenges
facing strategic managers in large organisations; it is also at the
heart of development strategy.

MANAGING IN THE NHS

In order to explore what some of the implications of these argu-
ments may be for the management of the National Health Ser-
vice, we can think in terms of the management of a typical NHS
district. Such a district will in many ways be similar to the ‘large’
organisation sometimes referred to in the strategy literature. It
will, for example, have an annual ‘turnover’ of something like
£50,000,000; it will employ around 4,000 staff; and it will cater
for something like 250,000 ‘customers’. It will also display con-
siderable organisational complexity and conflict with, for ex-
ample, very strong professional groupings pursuing internal
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strategies which may bear only a passing resemblance to those
espoused, and/or pursued, by management. And while, for the
most part, management within an NHS district will not face the
external challenges of the market place, competitors, and con-
sumers who can buy elsewhere, in recent years, it will have
experienced its own special form of environmental turbulence.
For example, in the last two years, all NHS district health auth-
orities (DHAs) have had their cash limits altered at least twice and
at short notice; they have been instructed to ‘privatise’ many of
their ancillary, domestic and catering services — again, at short
notice; they have been instructed to redirect spending from insti-
tutional to community services and from acute to non-acute
services; they have been instructed to raise ‘income’ through the
sale of NHS properties, to involve clinicians in management, to
introduce clinical budgeting, to identify ‘efficiency savings’ of 1 —
2 per cent per annum, and so on. Not perhaps as dramatic a form
of turbulence as some market sector organisations but, neverthe-
less, clear challenges — and not the only external challenges — to
NHS management.

In these circumstances, it seems reasonable to ask whether the
observations presented in earlier parts of this paper, might not
offer some insights into how the NHS could be managed. In other
words, if our descriptions of the process of strategic managing
and the nature of development strategy even broadly reflect the
realities of managing within large organisations, is their scope for
NHS managers to manage strategically?

One reason for posing this question is that a number of the
administrative and policy mechanisms which are used or in-
directly promoted by central government to ‘manage’ the service
clearly inhibit what senior managers are able to achieve at district
(and regional) level. In particular, many of the mechanisms in
use for the purposes of fiscal and managerial accountability are
largely task-focussed, providing little incentive for district
management to attend to process. Consider, for example, three
such mechanisms:

1 A hierarchical form of performance review has recently been
introduced whereby central government level representatives re-
view the ‘performance’ of regional health authorities; regional
authorities review districts; districts review individual hospitals;
and so on. The format and content of the reviews are such that
their overwhelming if not sole concern is with task. At the level of
district review for example, DHA'’s are asked what it is that they
have achieved in the past year, and what it is they intend
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to achieve for the coming year. Process development is largely
ignored. It may well be that there is not a single district-level
manager within the whole of the NHS that has ever been held to
account for the quality of their district’s managerial process!

2 Another recent development has been the introduction of NHS
‘performance indicators’. These are statistical indices which take
various forms and which are intended to allow different health
authorities to compare their own ‘performance’ with that of
others. Performance is calibrated in terms of such measures as
patient ‘throughput’; expenditure per unit of service provided;
and so on. DHA’s are sometimes ranked nationally on these sorts
of indices-and the ranks taken into account in performance re-
views. And while such comparisons can sometimes be the source
of useful insights, there are over 200 such indicators in common
use and not one relates to what we have been calling managerial
process. Managers are not encouraged to think of performance as
consisting — even in part — of process.

3 Finally, mention should be made of the NHS planning system.
As Tom Evans noted in his background paper, the NHS planning
system — although modified and tailored to the perceived require-
ments of each region — is, in all its forms, still based on a primitive
‘forecast and allocate’ approach to strategy. That is to say, it is
predominately concerned with establishing future targets almost
to the exclusion of any consideration of how these targets are to be
achieved. Put more starkly, although every DHA has a 10-year
strategic plan that attempts to set out the principal challenges
(tasks) facing the district, no DHA has a plan which describes
how the district will develop the managerial and organisational
capabilities to meet those challenges. Again, process takes a back
seat to the preoccupation with task.

Although it would be possible to offer a variety of further ex-
amples of such planning and control mechanisms, the point is
perhaps clear. Namely, that like many other large public sector
organisations, the NHS is rife with bureaucratic and administra-
tive mechanisms which actually limit the scope managers have to
manage strategically and to pursue development strategy.

As the three examples should make clear, these mechanisms are
introduced for accountability purposes and, in particular, to mon-
itor and control the use of resources. And while the need to hold
senior public sector managers to account for the use of public
resources is real enough, the systems used to do so often stress task
achievement almost to the exclusion of managerial process®’ Clearly,
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such a policy is bound in the long term to be counter-productive
for it discourages senior management from attending to process,
learning and, therefore, development strategy.

Moreover, the prevalent attitude to environmental turbulence
(for example, a mid-year reduction in the district’s cash limit) and
organisational conflict (for example, uncooperative clinicians)
is that both simply constitute additional tasks. Again, senior
management is not encouraged to attend to process (for example,
fostering an acceptance of the need for contingency planning);
there are no incentives to do so; managers are in no way held to
account for not doing so; and if they do so, they are certainly not
rewarded. Yet, as we have seen, in situations where environmen-
tal surprise and organisational complexity exist, it is process that
requires strategic emphasis.

It has become fashionable to assert that NHS management
needs to be improved and that the evidence for this is that there is
a widespread and persistent gap between statements of strategic
intent and operational delivery. Management in the NHS — like
management in all large and complex organisations — certainly
does need to be improved. Perhaps this will happen and the
delivery record of management will improve, when NHS man-
agers are encouraged and given the freedom to manage strategically.
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Enviromental assessment in the establishment
of a new medical school

STEPHEN R LEEDER

For this paper I have accepted Greg Parston’s definition of strat-
egy as the management of the interface between the organisation
and the environment. This aspect of management is one of the
largest concerns in the development and maintenance of a new
community-orientated medical school in Newcastle.

This case study concerns the establishment of that medical
school over the past decade. I offer the case in my capacity as a
founding member of the school who, for the past five years, has
had the chief executive responsibility for the development
and implementation of its undergraduate medical education
programme. -3

Establishing a new medical school

Newcastle is situated on the Eastern Australian coast, 200 km
north of Sydney in the Hunter Health Region of New South
Wales. The Hunter is a stable community of nearly 450,000,
reflecting the demographic realities of Australia. The region is a
major resource for the medical school. The medical school enjoys
a close relationship both with the NSW Health Department and
private providers of medical care in the Hunter Region. The
Hunter Region is comprehensible, stable, large enough and yet
small enough to be studied as a community. The Newcastle
medical school is more fortunate than others that exist in con-
stantly changing, often volatile and ill-defined, urban settings. As
well, the Newcastle community has shown much goodwill and
interest in the school and has given clear statements of what it
wants from it.

The school was established to correct some of the imbalances
in medical education. In the judgement of Newcastle medical
school’s founding fathers, the broad range of human needs which
accompany illness had slipped out of focus. Ironically, medical
education had not only lost touch with the human side of medical
practice, it had also failed to keep pace with scientific method in
its educational approach.

This perception led to two major goals. First, the new medical
school is one in which students learn through a patient-orientated,
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problem-solving approach. It is intended that fundamental medi-
cal disciplines, such as anatomy and pathology, should be inte-
grated and learned within the context of medical problems rather
than being taught independently of each other and of patient
needs. So in the first weeks of the course, students face a problem
of a major road crash and so begin their learning about the
circulation, respiration, behaviour modification with regard to
alcohol use and much else.

The students spend the main part of each week on the univer-
sity campus in groups, actively mastering what we call ‘working
problems’. These problems, which reflect the broad range of
medical disciplines, are chosen for their commonness, their threat
to quality and quantity of life, their treatability and their prevent-
ability. This curricular design is, as I will later show, an effort to
respond to the contemporary health environment. By this means
we seek to avoid the criticism of universities whose irrelevance is
captured in the statement that ‘whereas communities have prob-
lems, universities have departments’.

A second goal is to enhance environmental relevance of our
course. We planned to bring students into contact with patients
from the beginning of the course. Perhaps as importantly, we also
planned contact for them with communities. As part of their early
work, students go down coal mines and visit factories and health
care institutions. Throughout their first year in the school, the
students spend several hours each week in Newcastle localities,
ascertaining the profiles of health and illness in these localities,
not through the eyes of the medical profession, but by direct
contact with community leaders, teachers, clergymen, shoppers
and other citizens.

Our first three cohorts of students have graduated, and in-
formal, generally (but not universally) positive, reports attest to
the high quality of their early practical performance. A more
formal programme of comparative evaluation is in progress.

I wish to use several aspects of the establishment of the medical
school to illustrate the interaction of the environment, external
and internal, with the process of planning the school and the
positive and negative reactions this has generated. The first aspect
is the choice of medical students, the second the design of the
curriculum, the third the environment of the medical school as
perceived by students.

Choosing medical students

Lots of people want to study medicine and, as a result, there is a
huge market for medical education. Indeed, the medical student
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market is so buoyant that the average retailer of medical edu-
cation relaxes and asks: ‘“Why bother with complex admission
policies when we get the intellectual cream without effort?’.
But in skimming the cream of high intellectual achievers for
medicine, society has incurred an opportunity cost. Today’s
genius-level medical students cannot contribute to economics,
engineering or the arts.

Another question that should concern admission policies is
what sort of doctors will be needed in the 21st century? Today’s
students will practise medicine in the first two decades of that
century. Will the current selection procedures identify those who,
by virtue of their aptitude, will make the greatest contribution to
the development of the profession, meeting patients’ and com-
munities’ needs adequately in that future environment?.

In the University of Newcastle we choose medical students in
two ways in an effort to respond to these questions and to be
experimental. First, we choose on the basis of academic per-
formance either in the high school certificate (HSC) or in a terti-
ary course. By this means we obtain students from the top one or
two centiles of the HSC or equivalent.

Our second admission stream is based on a combination of
academic performance and personal characteristics, the latter
measured by a battery of psychometric tests supplemented by
structured interview with two people, one from the faculty
and one from the community. Students admitted via this stream
generally come from the top academic decile. Students admitted
through either stream may not necessarily have qualifications in
science. Mature-age students, aged less than 35 years, are ad-
mitted into either of these streams.

STUDENT PERFORMANCE

How have the students done? Is there a discernible difference
between those coming in through either door?

Students’ overall progress is assessed annually against pre-
determined criteria. Students are awarded a ‘pass’ or “fail’, except
in the last year, in which ranking has been used to fit graduates
into the hospital interplacement scheme. While assessment data
are not available by discipline, scores can be calculated for each
student comprised of the number and degree of difficulty of items
of each assessment which they handled successfully. While we
have found a difference between the performance in the first two
years of the five-year course of students admitted with or without
a science background, the data have shown no difference between
the performance of students admitted by either stream. So, in the
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short-term, students of lesser prior academic achievement do no
worse than those of higher achievement. But we have no evidence
yet that they do any better, either, although an error of missing a
true difference because of small samples cannot be ruled out.

Have we really moved substantially from conventional admis-
sion policies, in that all our students come from within the top
decile? True, if the contrasts between the two groups were en-
hanced by choosing stream 2 lower down the HSC table, it would
be a more substantial experiment. But in the meantime we cannot
support the argument that only genius-level students can do
medicine and survive.

Another contentious admission issue relates to minority-group
students, in our case Australian Aboriginals. Among several pos-
itive reasons for admitting them preferentially, not the least is the
impact they may have on the rest of the student body. In 1985 we
received Australian federal government support to establish four
additional positions for Aboriginal students in each year of our
course. Students are eligible from anywhere in Australia. We
have no expectations that this manoeuvre will suddenly change
the appalling infant mortality rates or adult alcoholism in what is
left of the Australian Aboriginal community. But if what has
happended among the New Zealand Maoris can be taken as a
distant indicator,* after two or three generations of Aboriginal
doctors, socially conscious Aboriginal medical graduates may
concentrate on improving the health of their people.

In 1985, we admitted our first four Aboriginal students. They
are surprisingly well qualified. They had not applied to do med-
icine before because ‘no one ever said we could’. Ignorance of
what was being offered and lack of self confidence, rather than
lack of academic ability, had kept them out. After a year with us
they have performed well.

In summary, the medical faculty of the University of Newcastle
continues to consider that there are good reasons for critically
reviewing admission policies in medical schools in the light of
current and projected realities of the environment in which they
will practise. Do we consider medicine needs the intellectual
cream, and only the cream? Does this yield the best recruits for
tomorrow’s medical care? To what extent can current admission
policies be justified in terms of equity of access for the un-
disputably underprivileged of which the Australian Aboriginal is
a good example? Are these procedures fairer than a lottery? Here
are questions of strategy in medical education right at the inter-
face with the environment that call for urgent answers.
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Choosing curricular goals and content

The curriculum at Newcastle is a five-year programme which
begins with a 10-week introductory term followed by a 27-month
course in which problems occurring in all body systems are
presented to the student groups. The fourth year deals with the
health needs of children and the aged, again presented in problem
form. The fourth and final years serve as a junior clerkship. The
five-year curriculum is based on learning through the manage-
ment of clinical problems, in relation to specific behavioural
objectives.

Early in the planning of the curriculum, advantage was taken of
the community interest in the school by establishing a consulta-
tive committee, with community representatives, local medical
practitioners, representatives from the NSW Health Department
and regional (district) hospitals. The committee commented on
and criticised a series of working papers that dealt with all aspects
of our development and which have served as central policy
statements. Community participation continued after the Consul-
tative Committee was disbanded through the Admissions Policy
Committee, on which the citizens of Newcastle have several
representatives.

In attempting to design an environmentally responsive curri-
culum, beside seeking the opinion of community and professional
representatives, epidemiologic methods have been applied to the
environment to assist in curriculum development. We chose, as
the basic building units of the curriculum, roughly 100 problems
in contemporary medical practice which the newly qualified doc-
tor may be expected to manage. These ‘priority problems’ have
been chosen on three criteria:

1 A priority problem may be a_serious condition, that is, one
where appropriate intervention by the doctor may have a decisive
effect on the subsequent life expectancy, quality of health, or
development of the patient.

2 A priority problem may occur so commonly that the doctor is
likely to meet it, or something resembling it, frequently.

3 A priority problem may be one which could have been avoided
or minimised by earlier preventative actions.

The resulting list is not exclusively epidemiological, but reflects
different and at time conflicting values. Thus, to take ‘serious-
ness’, there are a number of conditions, not necessarily common,
which are life threatening or potentially disabling, physically,
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mentally, psychologically or economically, where correct action
by a doctor may have a crucial effect on the patient’s subsequent
life. For example, nobody should die in our society of meningitis
(which is uncommon) for lack of a correct diagnosis or treatment
with the appropriate antibiotic.

Common problems will form a large proportion of patient
contacts in the students’ early postgraduate practice. We recog-
nise two dimensions to commonness — the first is epidemiological
commonness, the other commonness of presentation in medical
practice, the latter reflecting today’s pattern of health care. We
try to take account of both the epidemiological and health care
dimensions of commonness.

For this purpose we have used several sources of data including:

1 The Royal Australian College of General Practitioners’ mor-
bidity survey which provides information on the frequency and
type of problems presenting for treatment in general practice in
Australia.

2 The major causes of death before the age of 65 in Australia from
standard published mortality reports.

3 Morbidity survey data produced by the Australian Bureau of
Statistics in conjunction with the Health Department of New
South Wales for various areas of NSW since 1969.

4 Lists of problems provided by practitioners both within general
and specialist practice in the Hunter Region, based upon their
own experience, irrespective of specialty.

Many of today’s principal causes of mortality, morbidity and
economic cost, especially those leading to death before the age 65
(carcinoma of the lung, automobile accidents, and ischaemic
heart disease), are potentially preventable. To assist students to
acquire skills in effective prevention rather than concentrating
exclusively on palliation of existing illness, we present students
with a range of problems in which prevention is important.

From a list of about 100 priority problems we have developed a
second, longer list. Each priority problem gives rise to a small
family of what we term ‘working problems’. Thus, chest pain
may be a priority problem: derivative working problems would
include pleurisy, pulmonary embolism, gastroesophageal reflux
and other causes.

The list of 100 priority problems can be modified as faculty,
students, health professionals and society change their views on
what are the priority problems and as patterns of illness and
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disease and allocation of tasks among health professionals change.
Since the establishment of the first list modifications have been
made from time to time in response to concerns about ‘omissions’
from our original list. In addition, we have not been entirely
parochial in defining problems. For example, our priority prob-
lem list includes starvation and over-population, problems which
have expression in places other than the Hunter Region. The
strategy calls for a sensitive appraisal of the external environment
to match the education of students to the environmental problems.

Reacting to external and internal environments

The crucial problems in strategy (are) more often those of
execution and continuous adaptation: getting it done, staying
flexible’

In building a new medical school with community-orientated
educational methods, conflict occurred with other medical
schools who adhere to traditional educational approaches. Some
local medical practitioners did not initially approve of this new
educational approach, so different to that experienced in their
own medical training. Yet interaction with other medical schools
is crucial if our staff are to move as they progress and if the
achievements and errors of Newcastle are to have more than
purely local (and ephemeral) significance.

While the interaction between the university and local medical
fraternity, upon whom we depend for much of our teaching (200
of them, 40 of us), is now generally happy, we have not done well
managing the interface with this aspect of our environment. A
small investment in personnel management, complicated by the
ambiguities of our matrix system, has meant that we have neither
trained nor maintained our part-time staff adequately to sustain a
strong sense of corporateness between full and part-time staff.

Also, funding for research in Newcastle requires conformity to
traditional research grant application formats, publication and
attendance at scientific meetings. Grant applications are peer-
reviewed by fellow researchers. The conventional Australian
approach to research has been so powerful that Newcastle’s ideals
for programmatic research, directed toward community needs,
have struggled to survive. Research at Newcastle is now not
greatly different from that occurring elsewhere, except for mar-
ginally more emphasis on epidemiological and behavioural topics.

Relations between the medical school and the general community
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are close and comfortable. The medical school has assisted sub-
stantially in securing improved health services in Newcastle and
this has enjoyed broadly based community support.

A NEED TO ADAPT

What of the internal environment of the medical school? After a
decade of intense effort, many founding Faculty are now jaded
and lack the enthusiasm required for prolonged, energising
leadership. The environment of learning in which the students
live and work received a reflective comment from a management
consultant tutoring for the first time in the first year of our course,
and it bears restatement. He notes:

At Newcastle medical school the Maddison (late founding
Dean) philosophy and vigor has faded. It does not seem pos-
sible, or at least people do not seem to be willing, to lead or to
create enthusiasm — perhaps for fear of associating themselves
too closely with something which could easily rebound on them
as a failure.

The Maddison approach was to use problem-based learning
through doing and participation and to keep students in touch
with the real problems and the real communities which they are
trained to serve. From the beginning this approach was incon-
venient to many . .. In this way the vision diminishes ... Once
lost, there are all sorts of reasons why non-participating special-
ists will not inconvenience themselves by once again becoming
contributors to the vision and the essential processes involved.

There are many factors that account for his perception, but per-
haps none so important as those concerning the relationship
academics at Newcastle perceive they have with the traditional
world of academia.

Another manifestation of the same problem comes from the
other end of the course. A recently-arrived senior lecturer in
psychiatry has spent 1985 determining how students perceive
their environment. The following report, received recently by the
Undergraduate Education Committee, underscores the need to
plan strategy carefully with recognition not only of the environ-
ment out there but also of the micro-environment one’s organi-
sation is creating.

As part of the recent investigation of the impact of the medical
course upon the students, I have interviewed over a third of the
student body one-to-one or in small groups within the last few
months.




174 Developing organisational capabilities

Since the present Year 5 will soon have graduated, I have
written the report on them first.

1 The general level of dissatisfaction and distress is high.

2 This level of distress is, though not exclusively, largely
course-related.

3 Whilst there are those who feel positively toward their medi-
cal training the majority feel at least disappointed, at worst
embittered and disillusioned.

4 The principal source of dissatisfaction is levelled at the dis-
crepancy between Faculty ideals and Faculty practice par-
ticularly as they converge in the student assessment (exami-
nation) process.

5 There is a large subgroup who suffer from psychiatric dis-
orders. In particular the following sources of stress have been
noted:

(1) The unpredictability of the assessment (examination)
system

(i) The conflicting messages about what is going to happen
at any given assessment.

(iii) That particular assessors are very mood dependent.

(iv) That there is little time for rest, relaxation or leisure.

(v) That there is a chaos of staff and students which despite
the best of intentions makes change in the system diffi-
cult to sustain.

(vi) That there is little point saying anything about all of the
above since the following responses are likely:

— we’ve heard it before and know about it and are at-
tempting to do something about it;

— it reflects a general medical student neurosis;

— students need to be tough to survive as doctors;

— it’s the same everywhere else.

(vii) That staff are friendly but cannot deliver the promised
goods in a reliable, unambiguous way (with a few ex-
ceptions). They therefore cannot be trusted.

(viii) That positive feedback is rarely forthcoming, or given
grudgingly.

One does not expect euphoria amongst final year students but
neither does one expect despair. Many students say that they
have changed adversely in their outlook on life. However, the l
students have not been thoroughly negative. Individual
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courses, people and Faculty events have been praised. Specific
recommendations for change have been made.

After talking with many of the Year 5 students, I have found
myself admiring their strength, honesty and humanity. I think
it is sad that many will leave believing that it is despite the
course we have offered not because of it that they will do well
with their medical career.

These comments indicate a major contemporary management
problem relating to the environment we have created. The faculty
must now adress this question as a matter of great importance.

The institution has reacted strongly and positively to these
perceptions. A one-day workshop of all full time Faculty was
convened in November 1985 to discuss the report and the prob-
lems behind it. Staff members presented suggestions for discus-
sion and debate that included:

1 a student-based mentor scheme whereby older students assume
a responsibility for one or more younger students;

2 ways to reduce labour intensive inefficiencies within the edu-
cation programme, some of which were ideological rather than
rational, including the appropriate use of large group demonstra-
tions;

3 ways to improve the coverage of the various disciplines by
assessment and greater clarity of responsibility for assessment;

4 a computer-based system to rationalise the complex student
timetable;

5 a computer-based information system to assist with personnel
management.

The good will manifest by the faculty toward the basic ideals was
strong and encouraging. Change may well follow.

Conclusion

It provides an instructive commentary on the power of conserva-
tism to note the relative rarity with which new medical schools
adopt policies and programmes which depart significantly from
traditional models. An unusual concatenation of circumstances
provided the foundation staff at the University of Newcastle,
New South Wales, with the opportunity to examine afresh some
of the conceptual bases from which medical education has cus-
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tomarily been developed, with particular emphasis on the im-
portance of preparing graduates who would be appropriately
equipped to meet the challenges of medical practice in the 21st
century. We viewed this as an excellent opportunity to develop a
programme which would put preventive medicine into an appro-
priate context, rather than as an afterthought to a lengthy pro-
gramme in basic sciences and clinical medicine. It seemed
particularly important to try to bridge the tremendous gulf
between preventive and clinical medicine which is not only
tolerated, but often actively promoted, in the traditional curri-
culum.

While the intention to create a community-oriented, educ-
ationally-modern medical school can be honoured from almost
every environmental point of view, the costs are substantial. The
energy-expensive process of innovation requires a greater-than-
usual investment in personnel management. Micro-environments
easily develop which are inimical to the achievement of corporate
goals. Vast enthusiasm, physical and emotional strength is de-
manded of all participants including support staff and students.
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Notes on organisational learning

The two sets of notes that follow are records of discussions
amongst small groups of managers participating in the Managers
as Strategist seminar. Each group of participants was asked to
identify and discuss the ways in which they as managers promote
learning in their organisations.

Group 1: A classification with examples of organisational
learning about learning

SINGLE-LOOP LEARNING

1. Time out or retreat. These can be either non-specific, for
example, generating values or philosophy or strategy — or
specific and task orientated with the outcome unknowable, for
example coping with the problem of defining and dealing with
the ‘do not resuscitate’ phenomenon or Exeter local area
planning.

2. Learning from mistakes — whether this is a process built into
normal management or a specific separately identified ‘pro-
gramme’, it is a question of recognising that the important
thing about mistakes is not to believe they can be totally
eliminated (or suppressed), but to ensure that the appropriate
individual organisational learning is secured from the experi-
ence.

3. Trend management. Whilst true of all organisations, it is most
noticeable in the fashion industry where the name of the game
is to spot where the management of an organisation is located
on the down slope of the normal curve, whereas we would like
to be located on the up curve. The trick therefore is to learn
how to spot when the down curve is beginning and then what
are actually new trends on the up curve.

DOUBLE-LOOP LEARNING

4. Changing track. Whereby an organisation might well be on
course for its declared objective, but changes track towards a
new objective which is now deemed to be more appropriate,
for example, Len’s HMO deciding to market itself on the basis
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of quality and expertise stressing the high calibre of their
ophthalmologist specialists which resulted in a massive
number of new enrolments from elderly people — a bad risk for
HMOs and therefore a mistake — so the marketing strategy was
switched through some other basis; or Herefordshire Health
Authority well on course for changing its mental health ser-
vices, deciding to use part of an acute psychiatric unit for some
other purpose whilst it was still being built.

5. Reorientating to a different context. What may be perfectly
reasonable behaviour or a good standard of management be-
comes no longer good enough in a changed context, for ex-
ample, Jim’s example of a light fingered ‘medical’ approach to
line management to his periphery unit becoming ‘**** weak’,
in the context of alleged (but totally unfounded) maltreatment
of mentally handicapped children; or Dieter’s example of a
non-explicit and low profile approach to DNRs no longer
being appropriate once this had become a public issue of ethics
and professions other than medicine wanted to be part of the
action.

6. Unlearning. Meaning learning how to do without what was
previously regarded as good attributes, or learning that success
does not necessarily depend upon what was previously per-
ceived as predisposing factors towards success, for example,
Ron leading his authority away from ‘open’ relationship with
the local media whereby any and all members of the authority
might be talking separately to the news media towards a more
managerial approach on key strategic or controversial issues;
or Jim unlearning a laissez faire medical professional approach
to management (which he then characterised as “**** weak’)
towards a more proactive dynamic management style in the
context of the mental handicap on occasions described above;
or Bob finding out from the experience of being seconded as
district administrator to another district to be just as effective
whilst not getting so wound up and high key — ‘stay cool’.

7. Evaluation. Meaning evaluation which taught you something
about the nature of evaluation and not simply looped feedback
on the activity, for example, Jim’s evaluation of recidivism in
drunken driving cases — this was an extremely imaginative
programme which substituted attendance on training pro-

: grammes for people convicted of drunken driving instead of
: the usual penal measures which, at the single-loop level, had
' everything going for them and looked like a very good pro-
gramme. On proper evaluation it was demonstrated that the
programme did nothing to improve the recidivism rate. It has
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not only taught the programme sponsors about that particular
programme, but also about the nature of most appropriate
forms of evaluation.

In addition to these classifications and examples, there were some
general points about the critical nature of the top management
role in bringing about an organisation with a learning culture. In
terms of learning to learn, it is necessary to keep going — one
never arrives. This includes having open agendas and even un-
knowable agendas in advance and including the emotional cost of
learning with constant positive reinforcement of the fact of learn-
ing. One component of this is the requisite balance between
sensitivity and toughness.

Recorder: R W Dearden

Group 2: Learning to learn

I EXAMPLES OF DOUBLE-LOOP LEARNING

A series of examples were proposed by various participants. Jon
reiterated his previous example of a reduction in dentists because
incidence of dental caries had dropped coupling with a problem
that meals supplied to seniors were ending up in the garbage
because they could not chew.

Barbara described attempts to implement a standard of prov-
iding high security psychiatric beds resulting in a determination
that the cost was too great. As such, she proceeded to develop
an innovative program focussing on how not to lock up these
patients.

Derek described the evolution of his benefits program from one
commanding a large market share and thus open to all risks.
When government-provided insurance shrank the market, all but
the high risk left the program, with a resultant increase in utiliza-
tion per enrollee. His company made the determination as a result
to focus on expanded geriatric services, including moving to
retirement villages.

At this point the group began to question these ‘war stories’
and raised the issue as to whether these were normal management
review processes (challenging a standard) versus true examples of
double loop learning.

Doug identified the need to be careful and learn from mistakes.
He discussed the importance of norms but, even more important,
the need to check and rethink norms.

Discussion then focused on the importance of an evaluation
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process in place prior to implementing new programs. Formal
evaluation was viewed by the group as single-loop learning. It was
felt that this process could be pushed toward double-loop learning
particularly if fostered within groups. It was noted that there
often may be a timing delay in the double-loop learning from such
a single-loop process. Ideas may very well occur much later while
gardening, sitting in mud baths, and so on.

Andrew then challenged the group as follows: ‘Has anyone ever
really challenged themselves or their organizations with this issue
of learning?’

Rick proposed an example, with which the group concurred, as
containing elements of single and double-loop learning as well as
learning to learn. At California Medical Center, executive staff
recognition of need for a more sophisticated strategic planning
effort somewhat serendipitously coincided with the receipt of a
grant from the Kellogg Foundation to foster the transfer of in-
novative management practices from business and industry to the
health care sector. As such, executives and senior planners from
fifteen major corporations were interviewed by the hospital CEO
and senior executive staff. The hospital intent was to purposefuly
expose executive staff to different people with different experi-
ences, beliefs and values, while seeking advice as to appropriate
modification of the existing planning process. The group agreed
that this purposeful exposure with the intent to learn and chal-
lenge was an example of the organization learning to learn while
the review of the planning process in conjunction with business
executives was clearly single-loop learning. Rick reported that as
a result of these planning interchanges opportunities were created
and pursued in the area of industrial medicine program develop-
ment, health promotion, philanthropy and others. This opening
up of the boundaries of inquiry comprised double loop learning.

Jon proposed the issue of focussing on systems of learning
versus learning as a personal and organizational value. He cited an
example from his authority wherein the CEO continually acknow-
ledges to the organization that he/she is still learning (value) while
implementing personal education of the board (system) and imp-
lementing a performance appraisal process with training needs
explicitly identified (system).

The group agreed that an iterative process of implementing
learning as a value and implementing learning systems was neces-
sary. As such, both could grow together. Elements of the iterative
process were identified as follows:

~ Leadership accepts the responsibility to set and articulate the
value
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— Climate setting activities are initiated

— Mechanisms of learning are developed
Concern was raised that development of mechanisms before in-
stilling learning as a value would most probably turn off the
process, for example, there was a need to legitimize the process.

II CURRENT CEO RULES

The group agreed that the current focus of their organizations had
been single-loop learning and that three had not been much CEO
attention to the issue of organizational learning.

Patrick posed the following question: ‘When two separate
single-loop learning processes converge, do you get double-loop
learning?’ The group agreed that double loop learning would
indeed occur if:

— the group realized it was happening

— there was mutual acceptance

— mutual frame of reference change occurred
It was felt that this seeking of synergy was not so much a process
as a mindset or value.

III BLOCKAGES

If CEOs and organizations were not engaged in learning to learn
and double-loop learning activities, it seemed appropriate to ex-
amine some of the blockages that might be contributing to this
behavior. The following examples surfaced:

— rigid adherence to norms and procedures without challenge

— segmentation of the problem-solving process (no boundary

crossing)

— contracting perspectives versus expanding perspectives

— lack of an explicit value (learning is important!)

— heavy emphasis on task
It was agreed that innovative organizations had integrated
problem-solving processes (boundaries were crossed).

IV MECHANISMS

The group briefly explored various mechanisms to eliminate
blockages. Consistent with earlier discussion, it was assumed that
the leadership task was complete and that the organization had
imbedded learning values. Some mechanisms suggested included:

introducing ourselves to other beliefs, values and processes
creating mechanisms to allow people space (brainstorming)
changing around the cast of characters (cross-fertilizing)
working down the organization
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— formal review and evaluation systems with explicit attention
to learning

— structuring of management development processes such that
they are multidisciplinary in nature, deal with real issues,
and involve people who are directly concerned with those
issues.

V SUMMARY

Unable to find many good examples of learning to learn and
double-loop learning, the group concluded that there was in-
sufficient CEO involvement in organizational learning to learn
and double-loop learning. Consideration of the convergence of
single-loop learning processes provided the basis for an exami-
nation of blockages to organizational learning and a discussion of
mechanisms to facilitate learning.

Recorder: Richard A Norling




Commentary

There are many lessons to be learned from the reflections of these
health services managers. When top managers speak openly and
critically about their own work, they are trying to articulate what
they have already learned from past practice and, by doing so,
trying to help improve the way that they themselves — as well as
others — will work as managers in future. In the course of doing
that, happily they disregard the ‘mysteriousness of the art of
managing’, that Donald Schon criticises; they allow us to see how
they think, and to think about what they do.

Having had the opportunity during the international seminar of
talking with these managers about what they do, and having read
many times the papers they wrote, my own learning from their
learning has been enlightening and invigorating. The insights are
many. A mixture of sensitivity and toughness, leadership in the
interplay between task and process, skill to spot the leading edge,
a commitment to organisational learning — all of the qualities of
the strategic manager that Philip Berman observed — are there.
But two insights in particular stand out for me: the first concerns
the relationship between the manager and the work of managing,
and the second relates to the manager’s view of the organisation
and its boundaries.

Managers and managing

The work of managing is as multi-faceted as the organisations and
problems with which managers deal. In some ways, a theorem of
cybernetics seems to apply equally well to management: what is
needed to regulate and learn from organisational systems are
management systems as variable and complex. Trying to compre-
hend the variety and complexity of these ‘management systems’ is
no simple task. Tom Evans’ strands of strategy and Andrew
Pettigrew’s triangle of process—content—context are examples of
the many conceptual models which are intended to help us under-
stand the dynamics of strategic management. These broad
frameworks can aid discussion about the many facets of the work
of managers, but — not surprisingly, perhaps — they can be dis-
armingly simple in portraying the actual interplay of the strate-
gies, processes and tasks that the manager orchestrates.
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The manager leads management, particularly in times of crisis.
Sometimes the force and clarity of leadership — as Len Schaeffer’s
role at Group Health demonstrates — may be the heart of the
management process. At other times, however, the relationship
between manager and managing is less straightforward. George
Salmond, for example, is managing a shift in the values and
concerns of a national department of health, not least because he
seems to think it is the right thing to do. The assessment of
environmental issues, the identification of problems and oppor-
tunities, and the timing of change are all activities that require his
leadership. But in order to manage the needed changes well, he
cannot lead them. Instead, he must enable others outside his
organisation to do so — those in the Maori community. How does
he make the judgements about when to lead and when to enable?
Conceptual frameworks of management process don’t help
answer that question.

Similarly, both Duncan Nichol’s and Rick Norling’s cases ex-
hibit that obvious, but almost intangible, synergy between the
strategic strands of an organisation’s development. But what
strand precedes what? What development becomes the manager’s
priority? Will the OD intervention in Wirral Health Authority
instill the clear purpose and shared attitudes that are needed to
improve performance, or will existing practices first have to be
improved - as at California Medical Center — in order to create
the fertile ground for building common values and meaningful
management development? Once again, conceptual frameworks
are silent on this interplay, and that is because what they leave out
are the managers themselves. This observation is less facile than
it may appear. Although we frequently refer to managers as
‘management’, we just as frequently disassociate managing from
the people who are managers. We treat the work as something
which exists separately from the people. But as the managers who
have written here show, the two do not exist independently.

It is the manager’s judgement that defines the synergy of the
management process. It is the manager’s diagnosis and commit-
ment to development that interweave the strands of strategy. So,
the manager is not merely the manipulator or conductor of some
discrete process called management. The strategic manager gener-
ates the managing process, in which his or her own judgement and
values are intrinsic parts. The ways in which the manager reasons
and judges and the values which the manager holds are, in a very
real sense, the art of managing. This integration of the person and
the process is demonstrated most clearly in this book by David

King’s account of how crucial the changes in his own thinking are
to the management of change.
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Boundaries and control

A second insight that I have gained from these managers’ reflections
is the importance of their sense of organisational boundaries and of
their own abilities to control what goes on within the organisation.

The boundaries of organisations are not always well-defined.
They overlap with those of apparently separate organisations.
Some organisations, for example, create diseconomies which
other organisations are often forced to bear. Dick Knapp’s mar-
ket assessment of the interplay between hospitals and medical
education is a good illustration of the point. Even where the com-
position of an organisation seems clear — as one might assume of a
teaching hospital — the actual demarcations can be rather blurry.
At the same time, the component parts of organisations are not
always in harmony with each other. Sometimes their negotiated
orders break down and their shared values and common purposes
become challenged: top and bottom don’t agree or don’t cooperate
or simply don’t understand each other. In few industries is the
negotiated order as complex and as volatile as in health care.

Strategic managers recognise the permeability of their organisa-
tions’ boundaries and the potential for dissonance within their
organisations. But more important than that, they do not manage
as if their jobs were simply or always to put things right, to draw
boundaries tighter, to get the troops in line. They know it would
be foolish to even try. Instead, they form strategies which accept
the uncertainties of organisational interplay and which admit, if
not foster, the emergence of new and sometimes dissonant ideas
from within and from outside their organisations.

Bob Dearden’s leadership of the NHS Training Authority’s
first attempt at strategic planning, for example, was both an
exercise to manage the boundary with the Authority’s client, the
NHS, and an effort to incorporate the many disparate interests of
management education within the planning process. By recognis-
ing the overlaps and the vested interests, he built the organisa-
tion. So, too, Sandy Macpherson’s development of a strategy to
combat Toronto’s AIDS epidemic would not have happened had
he not recognised that his public health department’s plan was
also part of the plans of educational authorities, of voluntary
agencies and of community and governmental groups.

These last two examples, in particular, raise the further issue of
the differences between public sector and private sector, which
occupied so much of the seminar discussion. Clearly, the bound-
aries of public sector organisations are more than permeable; they
are almost imaginary. This must have significant consequences on
the ways in which the public sector managers manage and on their
strategies. The corollary of what Tom Evans called ‘the pooling
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of risk’ in public sector organisations is the pooling of responsi-
bility, the sharing of costs and benefits that is sometimes willfully
accepted but always enforced upon the manager. Ineffective edu-
cation programmes in the NHSTA, for example, will have their
ultimate consequences on the efficiency of the National Health
Service. At the same time, the NHS may be bearing the costs of
poor public housing programmes and, because of geographic
rationalisations, imposing costs on public transportation systems.
However the budgetary cake is cut amongst public education,
health, housing and transportation agencies, the pieces all come
out of the same public purse. Unlike the pollution of a private
sector manufacturer, the dis-economies of public sector organisa-
tions are less easily shifted outside. This financial and political
interlocking of public sector organisations has a further conse-
quence on what a manager is being held accountable for: strict
organisational performance or broader public sector stewardship.
These are issues that need much more reflection, thought and
study if we are to understand better what lies at the heart of the
public sector/private sector debate in strategic management.

Reflecting on practice

The integration of the person and the process in managing
and recognition of the dynamic interface between organisations
underscore an important dimension of learning for strategic
managers. There is a need for managers to question and assess the
influence of their own reasoning and judgement on the managing
and the performance of the organisation. Coupled to this must be
a willingness to alter and adapt their own roles when necessary, as
any other part of the management process may need to do. Steve
Leeder’s paper describes a manager in the middle of this sort of
double-loop learning, questioning not only whether his organis-
ation is getting where he wants it to go, but also whether where it
is going is still the right place. For a top manager not to ask these
types of questions would seem to be either a rejection of learning
or a tendency towards despotism. In the end, non-learners fail,
and although despots may rule, they do not manage.

There is much more to learn from critical reflections on
management, managing and managers as strategists. Happily, as
the contributors to this book demonstrate, there are managers
who are willing and able to engage in that process.

Greg Parston
September 1986
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Managers as Strategists

How do strategic managers deal with environmental
turbulence? How do they balance responses to current
problems with the need to develop capabilities to meet
unknown future challenges? In this book, top health
service managers from the UK, the US, Canada, Australia
and New Zealand, in both the public and the private
sector, write about their experiences and performance as
strategic managers. In doing so, they articulate their.
thinking about their own work and about their relative
successes and failures, and thus they share what they
have learned as reflective practitioners. There are many

lessons that can be drawn from these critical reflections: -liff ||

lessons relevant to management, to managing and to the .
nature of strategy. Some have to do with the qualities that
are required of managers if they are to succeed. Others
have to do with the integration of the person and the
process of management. Not least important, however, is -

the recognition that managers must look critically upon

their own work and see in it a source for their own learning
and development. '




