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0. INTRODUCTION

Organizations trying to drive innovation with research &
development projects face the basic question: how can they
assure that the right innovation projects are undertaken in order
to meet or exceed their overall goals. Thisleadsto the question
how the projects can be linked closely to the overall strategy of
the organization, and furthermore, how a strategy can be
developed so that project selection is optimized, and
ultimately, the linkage to the strategy will be ensured.

Thus, the organization's business turns into a business of
projects, in terms of how the organization uses projectsto drive

its business strategy and innovation in order to ultimately
securing its own future. Projects are becoming the basic unit
for achieving an organization's strategic objectives for
innovation and diversification.

Here is the definition of the term “strategy” as| use it in
this paper: A strategy is a plan of how to achieve a set goal.
This means that defining the business goals of the organization
in its active business areas is not part of strategy development;
itisrather aprerequisite for it. Having set the business goalsis
apre-condition in order to enable strategy devel opment.

The aim of this paper is to show a process for strategy
development and to present a proposal how this process can be
facilitated so that project selection and linkage to the strategy
can be achieved.
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1. SYSTEMIC STRATEGY DEVELOPMENT

(Thispartishased on[1] )

In our traditional understanding of strategy development,
we assume that any organization could be controlled by setting
up a strategy considered as being fixed and that should then be
pursued over alonger period of time before it needs to be
changed again. The traditional concepts of strategy
development depend upon

= aprofound understanding of the mechanisms of the
organization’s environment;

= the predictability of the most relevant aspects of the
future of the organization’s environment;

= aprofound understanding and full control of the
organization’s social structure and internal
interactions.

Y et, our observation suggests that these conditions seem to
be no longer fulfilled:

= organizations face increasing internationalization
within global networks;

= any organization’s environment changes increasingly
fast;

= equity dependent organizations are closely linked to
ratings for their future profit, and thus, have to follow

the fluctuation of the international money market;
= tremendous waves of innovation in information and
communication technology keep changing the global
economy;
= the control of any organization with its complex
cross-cultural structures and internal interactions gets
increasingly difficult;
= turbulencesin amost all market areas prevent
dependable prognostics,
= complicated and changing feedback loopsin the
internal and external networks of the organization
prevent application of any simple model of cause and
effect.
This leads to the suggestion to accept that it may no longer
be possible to
= fully understand an organization’s environment;
= predict future development of the environment;
= completely control al of theinternal parts and their
interactions of an organization.
What does thisimply for the strategy development of an
organization?
In practice, we recognize four basic concepts of strategy
development summarized in table 1.

Tablel
Forma of atrategy development
tmplicit explicit
external, intuitive expert orienied
given from outeide the Cinternal guna™) (“external mae™)
otgatization
intertial; incremental or periodical, as a joint
created by the evolutionary leadership achievenent
orgatization, it2 patts, and | Ctal and ervor)
its members

Inintuitive strategy development, one or only a few key
players, mostly the founders of the organization (the pioneer),
formulate the strategy based on their experience or intuition,
their personality, their insight into markets, and their close
relation to customers and products.

Expert oriented strategy development builds upon
rational and analytic research of markets, competitors,
customers, statistically supported prognostics, and the control
mechanisms for the organization’s behaviour. It follows the
tradition of rational choice between explicitly formulated
strategic options. That research and the formulation of the
options can be delegated to (internal and external) experts. The
development of a strategy, its explanation to the rest of the
organization, and its operational implementation are clearly
distinguished.

Evolutionary strategy development is a rather
decentralized trial and error management of opportunities
which occur by chance, outside or inside the organization, on
any of itsstructural levels. Thereisno explicit strategy in place

which isfollowed by the organization, its parts, or its members.
Some of these opportunities turn out to be successful and are
further pursued; others are not successful and are dropped
again. Thus, the organization relies on the knowledge and skills
of its parts and members, and in a certain sense, the strategy
evolvesin a natural way using the organization’s potential for
self-renewal .

If the organization consciously supports this potential
across all of its structural levels and implements processes for
periodical contemplation of the questions where to go and how
to get there we call this systemic strategy development. The
top management of the organization creates and manages a
setting in which all parts and members of the organization can
contribute to the development of the strategy in a similar way
likein evolutionary strategy development. The main difference
isthat thewhole strategy development processis made explicit.
It is a joint effort between top level management and key
personnel across the organization. Since this cannot be done
aong the operational day-by-day management and work,



periodical time-outs are scheduled in form of workshopswhere
the concrete formulation of a strategy as well as its controlling
can be achieved. These workshops create an atmosphere of
enough distance from daily work and thus, give al participants
the opportunity to reflect and discuss the relevant strategic
aspects with the necessary overview and time. The frequency
of these workshops is determined by operational requirements
of the organization’s business areas.

In systemic strategy development, we finally can combine
and integrate the three other forms as well: we construct our
strategy on the basis of internal and external opportunities and
consciously use intuition, expertise, skills, and knowledge of
top level management, internal and external experts, and other
key personnel across the organization. In effect, top level
management, all parts, and the members of the organization
will be very well familiarized with the developed strategy
which then can be used as guideline for the selection of projects
to be undertaken; and finally, we will have a strategy in place
that enablesits close linkage to the selected projects.

2. SCENARIO TECHNIQUE AND CORRESPONDING ACTION
PLANNING

(Thispartisbasedon[2] )

One major key element of strategy development is to
provide answers for questions about the future of the
organization’senvironment in relevant life areas like economy,
technology, politics, society, and natural environment. Most
classical strategic scenarios try to give as precise as possible
pictures of those future conditions on which the organization
can focus when developing its strategy. But, as aready stated
earlier it is essentially impossible to predict future. For the
many aspects of our future, we will usualy find different
aternatives most of which are equally likely, and selecting
only one of these alternatives — in most cases — cannot be
justified. So, let us suggest not trying to analyze all possible
trends and select one of them as basisfor strategy development,
but rather formulate two or more scenarios in order to open our
view for the differences of possible trends (figure 2). We thus,
accept the fact of unpredictability, and at the same time,
increase our sensitivity for any deviation just by accounting for
different ways of how future scenarios can look like.

Figure 2

How can this help in strategy development? Allowing for
different scenarios being equally likely and attractive enables

us to setup corresponding plans of actions which will show
coincidences as well as differences (figure 3).
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Figure 3

With this background, we obtain the basis for discussion
and decisions about our strategy: we will decide for actions
which have to be taken in any case — because they are part of
each one of the actions plans. On the other hand, we also get a
clear understanding of those actions by which we can
distinguish the future scenarios as well as the corresponding
action plans. Finally, we can introduce “decision gates’ in
order to switch from one action plan to another in case any
deviation occurs. Thus, we explicitly introduce an early
warning system for changes in the environment which do not
match with the action plan we decided for. In effect, the plans
of actions combined with the decision gates for possibly
necessary changes shape the core part of the strategy.

The basic steps of construction of future scenarios are:

Step I: Define the time range and relevant life areas for
the scenarios to be constructed. The time range can reach from
two yearsto ten years or more, depending on the business areas
and markets, and the innovation and product life cycles of the
organization.

Step 11: Identify (qualitative and quantitative) descriptors
that could be appropriate in order to describe the relevant life
areas:

= megatrendswhich are inevitable and have major
influence;

= non-critical descriptorswhich are highly probable but
have only minor influence;

= critical descriptors which are somehow probable but
are decisive for alternative development.

This could be achieved by involving many experts and

managers inside and outside the organization, via
guestionnaires.
Step I11: To each descriptor, assign values in terms of

faster/slower, greater/smaller, increasing/decreasing (use
intermediate values when appropriate). Do not use descriptors
or values that induce pessimistic scenarios. In this step, we
again, can use questionnaires, with qualitative and quantitative
guestions to be answered by the involved experts and
managers.

Step 1V: Form as many consistent subsets of descriptor
values as many scenarios should be created. For this step, a
workshop can serve as the appropriate platform.

Step V: Prepare scenario descriptions and check each one
for being attractive enough so that only optimistic scenarios
will be used for devel oping the corresponding action plans. The
preparation of the descriptions could be delegated to smaller
working groups across the organization; the final check can be
done in the same workshop where the action plans are
developed.

For action planning, we continue with the following steps:

Step VI: Welist al actions that are necessary to reach our
goals for each one of the created scenarios in corresponding
action plans.

Step VII: Then, we identify those actions which belong to
each one of the action plans; these should be the ones that have
to betaken in any case. At the sametime, we define criteriathat
help us to recognize possible disruptions along the different
paths from our present to the future scenarios coming from
inside or outside the organization. These form the decision



gates and shape the basis for our early warning system for any
changeswe haveto make. From these, we derive further actions
to be added to each one of the action plans.

Step VII1: Now, we can identify those actions that lead to
major projects which are necessary, helpful, or might be niceto
have, with respect to reaching our goals in the different future
scenarios. When we roughly define these mgjor projects, we
obtain a framework of strategically important projects which
are naturally linked to our business goals and strategy.

Step IX: Finadly, we take the decisions which of the
projects have to be started at what point in time, by when they
have to be finished, and under what conditions they have to be
changed or terminated.

The resulting scenarios and action plans now can serve as
our business strategy.

3. ANINTEGRATED PROCESS OF STRATEGY DEVELOPMENT

The above outlined steps, | through IX, actually form
already the core of a strategy development process. If they are
made explicit they can be delegated to internal and / or external
experts, and thus, we would end up with expert oriented
strategy development. However, if we go one step further and
activate al parts and members of our organization to take part
in this effort we obtain an integrated process of strategy
development that combines systemic strategy development
with scenario technique and action planning into one
combined strategy development process. Its generic process
model could be setup as depicted in figure 4.

identify participants of
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re-iterate periodically, for controlling and revision purposes

Figure4

This generic process consists of four phases:

(1) Identifying participants, time range, and relevant
life ar eas; these activities are driven by the high level
management team.

(2) Construction of scenarios; it beginswith the surveys
for identification of the descriptors and their values.
Then, afirst workshop followsin which the descriptor
values are grouped into consistent subsets, and the
scenarios are defined in terms of descriptors and their
values.

(3) Development of action plans and definition of
strategic projects; after formulating the scenario
descriptions in small sub-groups, a second workshop
is held in order to create corresponding action plans,
and define the strategic projects.

(4) Decision and formulation of the strategy. In the
same workshop, the necessary decisions are taken
which action plan isto be followed, and what projects
are to be undertaken. Finaly, the strategy is
formulated so that it can be communicated to the
whole organization.

The periodical re-iteration of thewhole processisdoneon a
long-term basis, i.e. in terms of months or years, depending on
the business needs of the organization.

Figure 5 shows how the concrete activities could refer to a
rough time line. This has also to be adapted to the business
needs of the organization.

identify part-cipants, survey for Workshop 1:
time range, and deseriptors and define scenarios
relevant life areas their valies

in small sub-groups:
formulate scenaric
descriptions

Workshop 2:

create actien plans,
define strategic projects,
take decisions

up to 8 weeks

3to 5 days

up to 2 weeks 3to 5 days

Figure 5



4. THE GENERIC AGENDA OF A WORKSHOP FOR STRATEGY
DEVELOPMENT

As the findings from real life examples show, in cases
where different pictures for future scenarios already exist, it is

Tabel 11

basically possible to combine workshops 1 and 2 into one
single workshop of a minimum duration of 3 days. The
proposed generic agenda for such a workshop could be as
outlined in table 2.

Strategy Development Workshop
Duration: 3 Days

programe and projects

Conelusion of the watkshop

Day 1 Introduction into the wotkshop
Analysis of the present situation, definition of the key descriptors
Development of future scenarios onbasis of existing omnes

Day 2 Development of actions and definition of strategical projects based on the
future scenarios

Day 3 aumm arizing the actions and mapping the key 1ife and business areas (like

ity the example: market and customers, products and services, resources)

Prioritizing actions and projects;
decision which of them should be taken i.e. lead to futuare itvvestment

The resulting workshop still follows the integrated strategy
development process, yet it is a rather minimalist approach
which serves well for the re-iteration of the whole strategy
development process.

In larger organizations, the top level management
responsible for strategy development has to decide who should
participate in the process and especialy in the workshops. |
propose that participants of the workshops typically should be
top level management, selected experts and project managers
of the organization's core technologies and projects. The
number of participants of these workshops should not exceed
20. If the scenarios have to be devel oped from scratch, for the
necessary surveys and scenario descriptions, the whole
organization can be stimulated.

Workshops like these should utilize neutral and external
professional facilitators who are at least familiar with the
concepts of the systemic approach, scenario technique, group
dynamics, and working in cross-cultural environments.

5. CONCLUSION

Theory and experience show that the proposed integrated
process of strategy development, conducted in form of one or

more workshops, and involving key personnel of the
organization, leads to a strategy which inherently contains the
necessary criteriafor selection of future projects, guidelinesfor
their close linkage to the strategy, and an early warning system
for necessary change. Thus, it helps overcome the most serious
constraints an organization dealing with the uncertainty of
innovation usually faces in a fast changing environment. Key
stakeholders are involved and committed from the very
beginning, and the joint approach develops a common
atmosphere of mutual trust.
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