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Strategy: What It Is, How It Works, Why It Fails
When health care leaders subordinate strategy to operational concerns, the result is often strategic failure on a grand and expensive scale.
Few words are used across as many diverse situations as the word strategy. We hear of strategic operations, strategic finance, strategic accounting, and strategic human resources. There are political strategies, information system strategies, and financial strategies. Indeed, there are strategies for just about every human endeavor. Of course, a word used to describe everything soon comes to mean nothing. Since the word proliferates in just about every context, some exploration of what it signifies may be in order.

There are a variety of definitions of strategy. In my firm, we define a strategy as a plan for getting from a point in the present to some point in the future in the face of uncertainty and resistance. No decision can be made in the present that doesn't have its result in the future. But without a future that involves some uncertainty and resistance, there is no need for a strategy. Without uncertainty and resistance, there are no consequences related to turning right or turning left. Pushing hard or letting up. Consolidating or divesting. Uncertainty and resistance separate strategy from mere action. Uncertainty and resistance suggest the future is not passive. The future will not be fully predicted, and it may push back when it's pushed on.  A strategy is not a goal or an objective. Goals and objectives are end points, destinations or way points; a strategy is a plan of action leading to some end point, destination, or way point. Thus, "strategic goals" and "strategic objectives" are oxymorons. Goals and objectives are in service of strategies. They are the indicators, the markings on the instrument panel that convey successful accomplishment of strategies.

A vision is not a strategy. A vision is an overarching goal. Like any goal or objective, it is something to be achieved. But a vision does not define the way something is to be achieved. A strategy defines the way. It answers the question "How?" A strategy is in service of important things. If the most important thing for an organization is its vision, then strategies are in service of vision. But there is more to strategy. At least eight characteristics fill out a useful definition of strategy:

Sustainability. A strategy has lasting power. Its effects are sustained over a time horizon that is long relative to lesser initiatives. A short-term price increase is less strategic than establishing and maintaining a premium price that conveys quality and prestige.

If you could plot the impact of a strategy, it's likely that it would reflect the familiar traditional bell-curve. In the beginning (the front edge of the bell-curve), impact will be slight as the strategy is weighed down by skepticism and competing imperatives as well as by start-up costs (including learning). Some strategies burn out before they take off because they were bad strategies or because they were poorly executed. The effective strategy will begin its rise up the front slope of the bell-curve as naysayers come on board, positive results attract more resources, and the organization becomes experienced with the strategy. Eventually, the strategy will reach its zenith. At that point, the organization will have milked its advantage, competitors will have adjusted, and the environment will have changed. Then the strategy will usually descend the back slope of the bell-curve. The height and width of the bell curve reflect the strength of a strategy. The higher and wider it goes, the stronger it has been as a strategy.

Improved performance. Strategy creates significant value above what existed before. No rational organization undertakes activities designed to diminish its position. A strategy delivers leverage over uncertainty and resistance. A strategy delivers significant improvements in the key indicators of success. And this involves more than financial performance. A solid strategy is likely to significantly impact such fundamental indicators as speed, quality, and satisfaction.

Quality. During the Joe Montana-era, the San Francisco 49ers had a unique strategy for moving down the football field. They attacked horizontally rather than vertically. In other words, they employed a high percentage of pass plays that moved the ball at a diagonal against the opposing team rather than head on. It was a stunningly effective strategy in its day. Opposing teams had their strategies, of course. But it didn't matter how hard opponents worked their strategies; the 49ers won more games because they had a superior strategy. Strategies have quality. Some strategies are better than others. A strategic planning process, no matter how participative, can produce mediocre and poor strategies.

Direction. There is linearity to a strategy. If you plot its accomplishment, there is a path to be discerned. It may be a circuitous path, but there is an overall direction to it. That path will bend and weave depending on the uncertainty and resistance encountered.

Balance. When it comes to strategies, leadership constantly walks a tightrope between committed resolve and abandonment. Circumstances change and what was the right strategy six months ago may become the wrong strategy today. When it becomes clear that a strategy is off target, it should be adjusted or abandoned quickly and without remorse. That's why it's never a good idea to build too much organization and infrastructure up around a strategy. Once organization and infrastructure are in place, they can easily become self-perpetuating and bureaucratic.

Focus. Strategy is focused. Of all the things that could be done, some are more important and must be pursued even at the cost of compromising other, less important things. A strategy targets action to the most important things. There are opportunity costs involved.  During World War II, the invasion of France, the push to liberate Paris, and the move into the German homeland came at the cost of diverting attention and resources away from the Russian front.

Simultaneous pursuit of too many strategies is typically a recipe for disaster.  Few organizations are rich enough or good enough to pursue a dozen strategies at once. A handful of strategies allow for the necessary focus.

How do organizations end up with too many strategies? It's usually a matter of ineptitude or a lack of will. It takes fortitude to place your bets, then let your winnings ride. Usually, when too many strategies crowd the agenda, it's because somebody lacked the backbone to say "no." So hardheaded decisions about what's most important give way to muddled compromises.

Connection. It's often difficult to clearly discern where one strategy ends and another begins. A healthy set of strategies displays a high level of interdependency and synergy. Accomplishment of one strategy facilitates the accomplishment of others. Remove one, and the others suffer. Robust strategies exist as an interwoven cluster rather than separate and distinct imperatives.

Importance. Strategy deals with the important. Importance is, of course, a subjective notion. What is important in one situation may not be important in another. And what one person regards as important, another may regard as trivial. You know it's a strategy if an argument can be made that it is essential to sustainable success. Military theorists have long described the distinction between strategy and tactics in this way: Strategy is how you intend to win a war; tactics are how you intend to win a battle. It is not possible to talk about strategy without using words like important, significant, and fundamental. And this is why strategy has long been regarded as the stuff of leadership. It is leadership's job to define and manage what is important.

Although some executives and their organizations fail from outright incompetence, the most common reason for failure mentioned in postmortems by media and academia is failure of strategy. Either the strategy was ill conceived or it was poorly executed.

While the "what and how" of strategy is subject to almost endless interpretation, one aspect of it generates little debate. It is generally agreed that strategy, its making and its doing, defines the essential purpose of executive management. The word strategy is derived from the Greek word strategos, which means "a general." Strategy in its oldest and purest form means the "art of the general." In modern organizations, strategy could be fairly described as the "art of the leader."

In health care, top management traditionally has not focused on strategy to the extent their counterparts in other industries have.  Executives in health care are prone to extol their strengths as "operators" rather than as "strategists." Indeed, Peter Drucker once inferred from the once widespread adoption of the word, "administrator," by top managers in a hospital, that these individuals were satisfied to be something less than a chief executive - the work of an administrator after all, is to, well, administrate.  Although most administrator titles have since been changed to President and CEO, the emphasis on operations, and to a lesser extent finance, remains.

Administration is a "caretaking" role. It is not a strategic leadership role. Administrators are, by definition, task oriented. Good administrators are typically uncomfortable with ambiguity and overlap. They flourish when the task to be accomplished is well delineated and encompasses a fairly short time horizon (a year or two). Anxiety and frustration often afflict administrators when the time horizon stretches and the situation becomes too complex to be broken into a to-do list that can be administered.

In a turbulent and uncertain sea, the fate of the ship may well depend on good administration. The engine must be maintained, the crew fed, the cargo well balanced. But the talents needed to keep things shipshape are not the same as those needed to ensure a successful voyage to some distant port. To accomplish that, you need an ability to read the sky, deal with the vagaries of currents, avoid dangerous storms, and make good time. There is a hierarchy in all of this, of course. The ship is in service of the voyage.

A long legacy of "administration" dulled the strategic orientation of health care organizations. As a result, the level of strategic dialogue in most health care organizations remains very low. Seldom is strategy the central focus when health care executives gather at symposiums and conferences. Nor does strategy consume much time on the agenda of meetings of executive teams and boards.

Kenichi Ohmae describes the importance of strategic leadership in his book, The Mind of the Strategist: "Success must be summoned; it will not come unbidden and unplanned. Top management and its corporate planners cannot sensibly base their day-to-day work on blind optimism and apply strategic thinking only when confronted by unexpected obstacles. They must develop the habit of thinking strategically, and...do it as a matter of course."

In health care, there is a great tendency for leaders to delegate strategy. In no other industry will you find large professional societies focused to planning the way you do in health care. These professional societies are not composed of CEOs; they are composed of subordinates.

For hospital CEOs, the making and execution of strategy has been subordinate to operational questions reinforcing the image of health care leaders as caretakers - mere administrators rather than chief executives.

Perhaps a caretaker attitude also explains the tendency of health care management teams to let others do their strategic thinking. There's certainly nothing wrong with considering new models, paradigms, and forecasts. But adopting outside thinking wholesale, as many health care organizations have often done, demonstrates either a lack of responsibility or a lack of confidence (perhaps both). It suggests a view of executive leadership that falls short of including strategy as a fundamental responsibility. 

Much attention is given these days to the importance of group participation in decision-making, including the most critical kind of decision-making - strategy making. The accepted view is that group decisions are superior decisions. It's often suggested that research bears out the superiority of decisions made by groups compared to decisions made by individuals. Frankly, such research doesn't exist. It can't exist. The superiority of group decision making is one of those assertions that common sense will quickly derail: (1) How do you know the decision was made by a group rather than by an individual who successfully built group support for the strategy? (2) How could the result of a group decision reasonably be distinguished from results of an individual decision? and (3) How could those results be compared? It may well be true that participation in decision making significantly enhances the commitment of those who participated. But such participation does not ensure the quality of the resulting strategy.

It is not enough to dispense with the CEO's responsibility for strategy by noting that the organization has undertaken strategic planning. Strategic planning incorporates strategies but may not produce solid strategic thinking. Strategic planning is a process. Strategy is an outcome. While one of the goals of a strategic-planning process should be the development of a focused set of driving strategies, strategic planning also seeks to articulate mission, values, and vision while creating ownership, alignment, and effective implementation. The strategies contained in a strategic plan can be of high quality or they can be something less. Simply because they are arrived at by a group process and saluted widely throughout the organization does not make them good strategies.

Of course, just because a leader takes responsibility for strategy doesn't make it good either. Some people have better developed strategic thinking skills than others. The game of chess provides a good illustration. No doubt you can learn to become a better chess player. But the vast majority of individuals will lose badly to a chess master. There are at least two reasons for this. One is that the master's mind, through a quirk of nature, is better adapted for the strategic thinking involved in chess. The other reason is that the chess master is a specialist. The master not only has a mental affinity for chess but is more experienced in chess. Chess is at the center of his life. The master has practiced the way of chess through the many games played against well-matched adversaries. He has studied the historic matches of other accomplished players.  

Organizational success in a competitive environment is more complex than chess.  Chief executive officers who recognize the centrality of strategy to their responsibility as leaders have a couple options. They can be strategists themselves. To assume this role, they should have inherent strategic thinking capabilities.  They must also actively exercise and develop their strategic skills. They will do that by testing their strategic decisions against results and by studying the strategic decisions of others. Ohmae describes what is required of any strategist, including the "strategist-CEO":  "To become an effective strategist requires constant practice in strategic thinking. It is a daily discipline, not a resource that can be left dormant in normal times and tapped at will in an emergency. There is no such thing as a line of ready-made packaged strategies waiting to be picked off the supermarket shelf. The drafting of a strategy is simply the logical extension of one's usual thinking processes. It is a matter of a long-term philosophy, not of short-term expedient thinking. In a very real sense, it represents the expression of an attitude to life."

The CEO's second option is to make sure he or she has a strategist at his elbow. And, of course, the CEO can be a strategist supported by a strategist.  No studies I know of have defined the percentage of the general population that demonstrates high levels of strategic thinking capability. My guess is that the percentage is probably small - perhaps less than 5%. If this is true, the CEO must be selective in choosing a strategist (and in assessing his or her own abilities). What are the hallmarks of a strategist?

A high percentage of right calls. Keep track of how predictions turn out related to important future developments. The Wall Street Journal does this when it has experts pick stocks. After a year, it assesses the performance of the stocks (often comparing them not only to one another but also to stocks picked on a dart board). There may be a member of your executive team or an outside resource with a significantly better than average batting record. For such a record to be established, people have to go on record with their predictions as well as their rationale. This validates strategic thinking and also allows the entire management team to learn where things went wrong and where they went right. An environment that tolerates "wrong calls" is essential. They come with the territory.

Innovativeness. An ability to break away from current thinking to embrace a new view is a hallmark of a strategist. Innovation is different from creativity. Innovation is applied creativity.

Introspection and learning. No accomplished strategist fails to learn from experience that reinforces the "rightness" of a move. Failure can educate just as effectively as success. Of course, it's hard to learn from failure in the face of an unwillingness to recognize and acknowledge mistakes.

Confidence, resolve, and patience. While a solid strategist demonstrates a willingness to learn from mistakes, she is unlikely to be quickly defeated by them. Because strategies take time to play out, patience is required. There will be a period during which it may be difficult to distinguish whether the result is marginal or simply the first stirrings of something substantial. There's also a need to be retrospective. Success today will have its roots in the decisions and actions of the past.

Watchfulness and listening. Strategists tend to spend a high percentage of their time with their mouths shut. Patterns, interplay, and trends are the stuff of strategy. These are hard to see and hear without careful watching and listening. One of the most serious challenges for any strategy is its effective execution. To enhance execution, the strategy should be articulated with precision and in plain English. It should not consist of "bafflegab" or be so amorphous that it is open to multiple interpretations. It does not need to be an inspiring battle cry. Clarity trumps inspiration.

Strategies give guidance and cohesion to a relatively fluid set of supporting activities, typically described as tactics. While the organization needs to be relatively unyielding when it comes to consistently articulating and pursuing its handful of strategies, it should allow a significant amount of flexibility and elbowroom when it comes to tactics.

After an organization has articulated a vision of where the organization is going, and clearly formulated the handful of strategies that will take it there, it should delegate tactical decisions - how to best accomplish the strategies - to front-line managers. In this way, the entire hierarchy of activities that comprise the work of the organization can be orchestrated in pursuit of the strategies. Chief medical officers, finance executives, human resource executives, and marketing executives become aligned because they are required to answer, within the context of their own unique environments, the same question, "How do we accomplish our driving strategies?" Out of this dialogue emerges ownership.

In my experience, a "strategy manager" approach appears to be the most workable organizational model for pursuing effective implementation of strategies. In the strategy manager model, a member of the executive team is assigned to manage each strategy. This executive will maintain his or her functional responsibilities while simultaneously taking on responsibility for accomplishment of a strategy. Because strategies almost always cut across functional lines, the strategy manager will usually have to work across departments, some of which may be outside the realm of his or her functional responsibilities and authority. That forces executives to spend more time in communication and coordination - the very stuff of strategic alignment.
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