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Strategic Goals: Process and Politics

James Brian Quinn, Dartmouth College

Is a precise. measurable, cohesive ‘‘package’ of strategic goals the
hallmark of an effective top manager? To the contrary, this article suggests
that the many exccutives who arrive at their goals through incremental
“muddling” processes are using purposeful, politically astute, and effective
management practices. The author documents why this is so and outlines
how the techniques of broad goal setting and *‘logical incrementalism™* can
be used most effectively in your organization. Ed.

Exccutives are constantly under pressure to:
o Define specific goals and objectives for their organizations.
o State these goals clearly, explicitly, and preferably quantitatively.
o Assign the goals to individuals or organizational units.
o Control the organization toward cstablished measurable goals.

These have become almost biblical mandates for most managers. Yet
at the strategic level in large companics one often finds that successful
executives announce only a few goals. These are frequently broad and
general. Only rarely are they quantitative or measurably precise. Further,
managements tend to arrive at their strategic goals through highly incre-
mental “*muddling’" processes rather “»an through the kinds of structured
analytical processes so often prescribed in the literature and “required”
according to management dogma.

This article documents why top managers act as they do. It also
asserts that their practices are purposcful, politically astute, and effective.
They do not represent breakdowns in 2 technique, sloppiness,
or lack of top management sophistication — as critics of these practices so
often suggest. Managers at all levels can be more effective if they under-
stand the logic and process considerations behind such “broad goal set-
ting" and “incremental” techniques.

The conclusions in this article come from systematic observation of
some ten organizations over a period of several years. Examples are
selected from these observations, from secondary sources, and from a
current project on “‘Strategy Formulation in Major Organizations,” in
which the author has interviewed some 100 top managers in large U.S. and
Europcan companics.

Why Not Announce Goals?

Why don't top executives simply arrive at goals and announce them in the
precise, integrated packages advocated by theoretical strategists and ex-
21
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pected by their organizational constituents? In fact, they may establish a
few broad goals by decree. But more often — and for good reason — they
avoid such pronouncements. Why?

Undesired Centralization

Effective top managers understand that goal ‘‘announcements’ centralize
the organization. Such statements tell subordinates that certain issues are
closed and that their thoughts about alternatives are irrelevant. Successful
top cxecutives know they cannot have as much detailed information about
products, technologics, and customer needs as their line compatriots do. In
formulating goals, they want both to benefit from this knowledge and to
obtain the genuine participation and commitment of those who have it
For example:

o Mr. James McFarland said that shortly after he became Chicf Ex-
ceutive Officer, "I asked myself what was expected of me as CEO.
I decided that my role was really to build General Mills from a good
into a great company. But I realized this was not just up to me. I
wanted a collective viewpoint as to what makes a company great.
Consequently, we took some thirty-five top people away for three
days to decide what it took to move the company from ‘goodness’ to
‘greatness.” Working in groups of six to eight, we defined the
characteristics of a great company from various points of view, what
our shortcomings were, and how we might overcome these.” Over
time these broad goals were translated into charters for specific
divisions or groups. They became the initial guidelines that stimu-
lated the company's very successful development over the next
decade.

The president of another large consumer products company was
trying to develop a posture to deal with ever increasing government
regulation in his field. He said, *'1 have started conversations with
anyone inside or outside the company who can help me. I don’t
know yet what we should do. And I don't want to take a stand we
can't all live with, Before we make any irrevocable decisions, I'll
want a lot of advice from those people in the company who under-
stand , .¢ specific problems better than I do. And I'll want everyone
pulling together when we do set our course.”

FFar from stimulating desired participation, goal announcements can

centralize the organization, rigidify positions too soon, eliminate creative
options, and cven cause active resistance to the goals themselves.

Focus for Opposition

Further, explicitly stated goals — especially on complex issues — can
provide focal points against which an otherwise fragmented opposition will
organize. Anyone with political sensibilities will understand this phenome-
non. For example, President Carter's stated energy plan immediately drew
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the adverse comments of many parochial interests who only opposed a
specific part of the plan. But soon these highly fragmented forces appeared
unified in their opposition to the total plan, and each fragment gained added
credibility from this apparent unity. In a like manner, a **land use plan'" o
a ‘‘zoning ordinance” quickly becomes a coalescing element for many
disparate interests in a town. In industry, department or division heads,
who compete fiercely on most issues, can become a formidable power
bloc against some announced thrust which affects each only marginally.
For example:

o In a textile fibers company strong marketing, production, and R&D
managers — who fought cach other constantly — formed a potent
coalition to resist a ‘*product management’ scheme to coordinate
the very things that caused their friction. And in decentralized
companies powerful product division heads have forced new CEOs
to give up, get out, or revert to acquisitions — rather than accept
new interdivisional goals pushed from the top.

Because of such potential opposition. experienced executives are re-
luctant to put forward complete *‘goal packages which could contain
significant points of controversy. Instead they progress by building consen-
sus around one — or a few — important new goal(s) at a time. This in part
explains the “‘incrementalism’’ so often observed in organizations.

Rigidity

Once a top executive publicly announces a goal, it can become very
difficult to change. Both the executive’s cgo and those of people in support-
ing programs become identified with the goal. Changing the goal broadcasts
that the exccutive was in error and that all those pursuing the goal were on
the wrong track. As a consequence, people doggedly prolong outmoded —
but publicly committed — goals, rather than swallow losses and move on.

o The government constantly continues obsolete military, energy, and
social programs for just such reasons. Corporate bankruptey lists
are rampant with conglomerates, banks, transportation companics,
and real estate ventures under duress because their officers tried
frantically to fulfill announced — but unrealistic — growth goals.

By contrast, the vice-chairman of a multibillion dollar consumer
products company said, **We don't announce growth goals in new
arcas precisely because we don't want to be trapped into doing
something stupid. We might be tempted to acquire a company when
we shouldn't. Or we might hang on to an operation we really should
sell off. Public statements can sometimes generate powerful expec-
tations — internally and externally — that can pressure you to do
the wrong thing."

Top managers generally like to keep their options open as long as
possible, consistent with the information they have. One way to accom-
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plish this is to define only broad directions, then respond to specific,
well-documented proposals. There is an additional advantage to this ap-
proach. The proposers are more likely to identify with their proposition
and see it through. Again, this is part of the logic behind incrementalism.

o As one vice-president in charge of diversification said, **Our man-
agement doesn't state a specific diversification goal requiring so
many millions in profits and sales within five years, Instead we say
*we want to be a competitive factor in [a designated] industry in five
years.’ This keeps us free to approach each field flexibly as oppor-
tunities develop. And we don’t get committed until we have con-
crete numbers and proposals to look at.”

Security

There are still other good reasons why effective top managers do not
announce goals explicitly or widely. In any healthy organization good
people constantly bubble out to head other enterprises. Thus top execu-
tives are justifiably reluctant to provide potential competitors with specific
information about their future moves.

o When talking to the investment community or his vice-presidents,
Tex Thornton was never very specific about the sequence and
timing of **his plan™ during Litton's rapid growth phase. Advance
knowledge of Litton's interest could have inflated an acquisition’s
stock price, activated other potential acquirers, or caused third
partics to intervene. With large numbers of Litton executives being
sought by other companies, it would have been folly to disclose
acquisition goals in detail. In addition, more general goals allowed
Litton needed flexibilitics to consider new opportunities as they
became available.

Further, as one chief executive said, “‘the future can make fools of us
all.”” There are many examples of former high exccutives ousted because
unforeseen cvents made it impossible to fulfill ambitious announced goals.

o In the late 1960s the president of a large consumer products com-
pany announced to all his goal of 10 percent profit growth per year.
But many in the company regarded this as **his goal" — not theirs.
Despite some impressive successes, the president was hung for a
failure to meet this goal in two successive years while he was trying
to develop some entirely new ventures within the company. When
these were slow in materializing. his vice-presidents gleefully saw
that the original goal was well remembered at the board level. The
embarrassed board, which had earlier approved the goal, terminated
the president's career.

There arc many other situations — like divestitures, consolidations, or
plant closures — where managers may not announce goals at all until after
they are accomplished facts. These are just some of the reasons why top
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managers do not follow the conventional wisdom about announcing goals.
The few goals top managers do announce tend: (1) to reflect or help build a
developing consensus, (2) to be broad cnough in concept to allow oppor-
tunism, and (3) to be sufficiently distant in time that a number of possible
options could cnsure their achicvement.

When Should Goals Be General?

Conventional wisdom also requires that effective goals be specific, measur-
able, and preferably quantitative. Many managers actually express embar-
rassment or frustration when they cannot reach this “‘ideal.”” But more
sophisticated exccutives find such highly precise goals useful only in se-
lected circumstances. As an exccutive vice-president of a major automobile
company said:

o “The decisions where we can set specific numerical goals are the
casy oncs. Establishing the image of your car line, deciding what
posture to take vis-a-vis developing legislation, determining what
features the public will want in a car three years from now, setting
goals for dealing with worker representation or host country de-
mands abroad . . . those arc the tough questions. And they don’t
have numerical answers.”

One can attempt to be verbally precise in such areas. Yet very often a
broad goal statement is more effective than its narrower, more measurable
counterpart might be. Why?

Cohesion

A certain generality in goals actually promotes cohesion. Many can sup-
port “‘continued growth,” *‘greater freedom,”" *‘equal opportunity,” **full
disclosure,” or *‘quality products” as organizational goals. But oddly
enough, adding more specific dimensions to these broad concepts may
quickly complicate communications, lose some individuals’ support, and
even create contention.

If a community trics to agrec on its precise goals in building a new
school, it may never reach a sufficient consensus for action. People can
differ irreconcilably on whether a traditional, experimental, precollege,
classical, or vocational approach should predominate. Yet they might eas-
ily agree on a goal “'to build a new school.” Once the broad program is
approved, they can resolve some very fundamental value differences by
compromising on the much less emotionally charged architectural details.

Similarly, top managers can often avoid serious rifts by focusing
agreement on very broad objectives where substantial agreement exists,
then treating more specific goal issues as decisions about concrete propos-
als or program details. Again, incrementalism is logical. For example:

o The new principal stockholder in a mechanical equip pany
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wanted the company to grow relatively rapidly by selective acquisi-
tions. One of the stockholder's board representatives prepared a
detailed outline containing proposed areas for growth and diver-
sification. Some other board members — based on limited experi-
ence — immediately took a rigid stance against one specific pro-
posal, i.c. acquisitions in ‘‘service areas’ supporting the company's
line. Little progress could be made until the principal stockholder's
representatives went back and sold the board on an idea they could
all agree to, i.e. growth through acquisition. As the board becomes
more comfortable with this broad concept, the principal stockhold-
cr's representatives still hope to bring in some “‘service company”
candidates and allay their fellow directors’ fears in terms of a
specific example.

Identity and Flan

Broad goals can create identity and elan. Effective organizational goals
satisfy a basic human need. They cnable people to develop an identity
larger than themselves, to participate in greater challenges, to have
influence or seck rewards they could not achieve alone. Interestingly
cnough, many employces can better identify with broad goals like being
“the best” or “‘the first” in an area than they can with more specific
numerical goals. As the chief executive of a major consumer products
company said:

o “‘We have slowly discovered that our most effective goal is 10 be
best at certain things. We now try to get our people to help us work
out what these should be, how to define best objectively, and how to
become best in our selected spheres. You would be surprised how
motivating that can be.”

Most companies devote great attention to measurable output goals —
like size, productivity, profits, costs, or returns — that lack charisma and
provide no special identity for their people. Yet they often fail to achicve
these goals precisely because their people do not identify sufficiently with
the company. To forge a common bond among individuals with widely
diverse personal values, expectations, and capacitics, such numerical goals
must be teamed with goals that satisfy people’s more basic psychological
needs: to produce something worthwhile, to help others, to obtain recogni-
tion, to be free or innovative, to achieve security, to beat an opponent, or
to carn community respect. While such organizational goals must be gen-
eral enough to achieve widespread support, they must also clearly delineate
what distinguishes “‘us™ (the identity group) from *‘them™ (all others).

To improve their competitive postures, executives often consciously
define the “‘uniqueness’™ or *‘niche’ of their company's products, pro-
cesses, technologies, services, or markets. More thoughtful top managers
also carefully analyze whether one strategic goal or another will better
attract the skilled people and personal commitments they want. These
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people’s talent and dedication then become the central strengths upon
which the organization's success is built. An IBM salesman, a Bell Labs
rescarcher, a New York Times stringer, or a Steuben glassblower all
enjoy a special élan — as do millions of others whose organizations achieve
a unique identity. This élan provides a special psychic compensation for
the people involved, and symbiotically it becomes their organization’s most
priceless asset. More often than not such elan develops around broad
conceptual goals, rather than precise mathematical targets.

When Should Goals Be Specific?

Contrary to conventional wisdom, relatively few strategic goals nced to be
mathematically precisc. Properly derived, those few can provide essential
focal points and stimuli for an organization. However, they should be
generated with care and used with balance.

Precipitating Action

By making selected goals explicit at the proper moment, managers can
create a challenge, precipitate desired discussions or analyses, or crystal-
lize defined thrusts. For example:

The president of a major packaging company wanted to move his
organization in new directions. He first unleashed a series of man-
agement, staff, and consulting studies to help define the company’s
weaknesses and major opportunities for improvement. These were
circulated as **white papers” for di ion by his top t
team. After a while consensus began to emerge on critical issues and
options. The president began to reinforce one: *‘the need to work
existing assets much harder.” In further discussions his organization
crystallized this concept into a specific target return on net assets —
vastly higher than the current return — as a principal goal for 1981.
This goal triggered the shutdown of excess facilities, a new focus on
profitability rather than volume, and a profit-centered decentraliza-
tion of the whole organization.

Under these circumstances, after building consensus around a broad
goal, the top executive may merely approve its specific manifestation.
Although the goal is a challenge, his own organization has recommended it.
The executive knows that it is feasible, and key people understand and
support the goal. The time horizon is sufficiently distant to allow for
alternative approaches which will insure its achievement.

Major Transitions

Specific new goals can also help signal a major change from the past.
Properly developed, they can challenge lower levels to propose specific
solutions, yet not unduly constrain their approaches. To be effective they
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must build on some accepted values in the organization and leave time
cnough for proposed new programs to reach fruition. For example:

o After much discussion, an aerospace company’s top management
established the goal of moving 50 percent into nongovernment busi-
ness within a decade. This started a furor of creative proposals.
Rescarch put forward new technical concepts. Each division pro-
posed how it could best realign its own business. Corporate staff
units investigated industries and specific companies for acquisitions.
The administrative vice-president recommended a new control sys-
tem to handle diversification. Revised banking relations were pro-
posed. And so on. From all these thrusts top management slowly
chose its desired pattern of internal vs. external growth, market
sectors, organizational form, and financial structure., Throughout,
lower levels felt their ideas were appreciated, and they identified
with changes made.

After a prolonged disaster or a major trauma, an organization often
needs distinct and clear new goals. Typically, these must combine a broad
definition of longer-term success and some specific, achievable, short-term
goals to build confidence. Without visible intermediate goals, people can
become frustrated and give up on the ultimate challenge.

Only A Few

At any given moment, an executive can push only a few specific new goals,
giving them the attention and force they need to take hold. Fortunately, a
top exccutive rarely needs to press more than a few significant changes
simultaneously. In fact, the essence of strategy is to identify this small
number of truly essential thrusts or concepts and to consciously marshall
the organization's resources and capabilities toward them. Then — to
capture the organization's attention — the executive must consistently
reinforce these strategic goals through his statements, his decision patterns,
and his personnel assignments. He must be willing to put his credibility on
the line and use the power and sanctions of his office to achieve them. Still,
the typical organization's ongoing momentum and resource commitments
will allow it to absorb only a few major changes at once.

Two examples illustrate the complex interactions that lead to success
or failure when setting specific goals at the top level:

o In 1969, RCA's chairman, Robert Sarnoff, initiated scveral major
new thrusts simultancously. While repositioning RCA in its tradi-
tional electronics-communications markets, he actively diversified
the company through acquisitions. At the same time he also strove:
(1) to build RCA's computer activities into an effective direct com-
petitor of IBM, (2) to move the company’s technological efforts
from research toward applications, and (3) to strengthen the com-
pany’s lagging marketing capabilities. He implemented much of this
through an enlarged central corporate staff. It was difficult for the
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organization to absorb so much top-level-initiated change at once.
Various aspects of the program met intense resistance from existing
divisions. The computer venture failed, and Mr. Sarnoff’s credibility
with the organization became strained to the breaking point.

By contrast, shortly after Philip Hofmann became chairman of
Johnson and Johnson, he announced a specific new goal of $1 billion
in sales (with a 15 percent after tax return on investment) before his
retirement some seven years later. Annual sales were then approxi-
mately $350 million. Though the challenge was startling in scale, it
built upon an established growth ethic in the company, and it did not
constrain potential solutions. Instead it stimulated each division to
define how it could best respond, thus maintaining the company's
intended decentralization. It also allowed sufficient time for man-
agers to propose, initiate, and carry out their new programs. Per-
formance ultimately surpassed the goal by a comfortable margin.

At some point, of course, planning processes must refine goals into
specific operational targets. As the examples of successful goal setting
illustrate, this is best achieved through incremental, iterative processes
which intimately involve those who have to implement the proposed
strategic thrusts.

Are Effective Goals So Important?

All of the concepts above help insure that strategic goals are set: (1) at the
right time, (2) with maximum input from those who have the most specific
knowledge, and (3) with the genuine commitment of those who must
achieve results. Why should managers take such care in developing and
expressing organizational goals? Effective strategic goals do more than
provide a basis for direction sctting and performance measurement. They
are essential to establishing and maintaining freedom, morale, and timely
problem sensing in an enterprise. The benefits of effective goal setting are
greatest when people throughout the organization genuinely internalize the
goals and ‘‘make them their own.”

Freedom with Control

If people share common purposes, they can self-direct their actions with
minimum coordination from executive or staff groups. This is especially
critical for creative groups like research, advertising, or strategic planning.
Without such goal congruence, control of these activities is impossible. No
amount of ex post facto performance measurement can insure that creative
people imaginatively identify proper problems, generate imaginative alter-
natives, or invent new or responsive solutions. Such actions must be
stimulated before the fact by ensuring that well-selected people understand
and internalize goals.
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Morale

Morale is a goal-oriented phenomenon. In a **high morale™ organization
people intensely share common performance goals. They ignore internal
irritations and adapt rapidly to external stimuli which help or hinder goal
accomplishment. Entrepreneurial organizations, project teams on urgent
tasks, dedicated medical groups, or even whole societies (like Israel or
Japan) exhibit these characteristics. A specific industrial example suggests
how powerful the symbiotic effect of a stimulating goal and talented people
can be:

o From 1970-1976 tiny KMS Industrics supported the world’s most
advanced laser fusion program for commercial energy production.
As one executive said, 1 don’t know any of us who didn’t agree
that this was the most important task in the world. We thought we
could lick the fight. If successful, we would have a new basis for
creating energy, hydrogen, and hydrocarbons. It would make the
U.S. and other nations independent of world energy markets.
People on the fusion program had extremely high morale. They
would work all night. They were thoroughly committed.”” On May
1, 1974 — despite much larger AEC and Russian expenditures in the
field — a KMS tcam achieved the world’s first ‘‘unambiguous’
relcase of neutrons from laser fusion.

A contrasting example makes the opposite point:

The dominantly shared goal of many a government (or staff) de-
partment is the preservation of its members’ positions and budgets.
Lacking shared — or often even understood — performance goals,
such organizations become ‘‘hotbeds of inertia.”” They focus ex-
traordinary energies on minor internal irritants. When disturbed by
external stimuli they operate with awesome tenacity to reestablish
accepted interpersonal and political equilibria — even to the point of
negating their own output and jeopardizing their continuation.

Often managers spend enormous time trying to ease or resolve the
interpersonal tensions in such organizations, but they accomplish little until
they can get people to accept a new sense of common purpose.

Problem Sensing

Finally, goals help define problems. Organizations without a strong sense
of broad purpose can precipitate their own demise by ignoring major
problems or overlooking alternatives. Some companies define their ser-
vices, concepts, and goals with such limited vision that they screen out
major opportunities. Others have elaborately worked out goal statements
covering broad issues, but their control and reward systems reinforce —
and cause people to internalize — only a few. When people do not inter-
nalize an adequate range of goals, the consequences can be extremely
costly.
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o In the late 1960s many conglomerates proudly concentrated on
“‘managing business as a financial enterprise.”” Their control and
reward systems focused so much attention on continuously improv-
ing short-term financial performance that their managers often
screened out other important issues as ‘‘nonproblems.” This led
them to undercut research and technology, product and personnel
development, plant investments, international relations, and perhaps
even cthics to an extent that sometimes jeopardized their com-
panies’ very viability.

Recently, the chairman of a multibillion dollar diversified company
publicly decried the $35 million his divisions would expend on depol-
lution measures. It was clear that he perceived “‘environmentalism’
only as a threat. Yet one division of his company (auto exhaust
systems) was likely to sell an additional $600+ million of its product
annually — with corresponding profits — because of the same envi-
ronmental standards he resisted as ‘‘a total loss to the company.”

.

Will Conventional Processes Work?

If goals are to stimulate freedom with control, high morale, and creative
problem solving, people throughout the organization must understand and
actively identify with them. Usually this requires the genuine participation
of many individuals in setting and modifying the goals. Yet the manager
must not lose control over this vital process. He must carefully blend
consultation, participation, delegation, and guidance to achieve his pur-
poses. How can he manage this complex art?

Bottom Up

The philosophers’ ideal is to arrive at goal consensus through democratic
discussion or through “‘bottom up’ proposals. These views often prevail
within small-company, Japanese, or **Theory Y'' managements, and they
clearly have merit for some organizations.

However, such approaches are very time consuming and can prove to
be frustrating, wasteful, or even divisive. Opaque committee discussions
can go on endlessly and still leave individuals with different views of what
goals were agreed on. People may expend extraordinary time and energy
on proposals that management later rejects as ‘“irrelevant.” They feel
angry or manipulated when ‘“‘their’ carefully prepared proposals or goals
are overruled for other organizational purposes only fully appreciated from
on high.

Unwitting Bureaucracy

Managers of larger enterprises rarely feel they can afford a purist approack:
to democratic goal setting. At the same time, they sense the shortcomings
of goals announced from above. Consequently, a pragmatic compromise
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emerges. Top managers often provide a framework of broad goals for their
subordinate units. They then encourage lower-level managers to make
proposals which respond to these goals through planning, budgetary, and
ad hoc processes. Before the proposals reach final approval stages, a series
of staff interventions, personal di ions, and intermediate reviews tune
them toward what various people think top management wants and will
aceept,

This process brings a kind of **collective wisdom™ to bear. There is
some personal involvement at all levels. But often a bland, committee-like
consensus cmerges. This process works moderately well for routine mod-
ifications of existing thrusts, but it discourages significant changes in orga-
nizational goals. Thus, unwittingly, most large enterprises become conser-
vatively bureaucratized. They continue existing momenta and overlook
major external changes or new opportunities.

How Do Managements Evolve Effective Strategic Goals?

Dramatic new strategic goal-sets rarely emerge full blown from individual
“bottom up proposals™ or from comprehensive **corporate strategic plan-
ning.” Instead a series of individual, logical, perhaps somewhat disruptive
decisions interact to create a new structure and cohesion for the company.
Top managers create a new consensus through a continuous, evolving,
incremental, and often highly political process that has no precise begin-
ning or end. A well-documented example — one with which many readers
will be familiar — illustrates important dimensions of this *‘logical incre-
mental™ approach to strategic goal setting.

o IBM’s strategic goal of “introducing its 360 computers simulta-
neously as a single line with compatibility, standard interface, busi-
ness and scientific capability, hybrid circuitry, and the capacity to
open new markets' probably started in 1959 when T. Vincent Lear-
son became head of the Data Systems and General Products divi-
sions. The divisions' product lines had begun to overlap and prolif-
crate, causing software, cost, and organizational problems. Top
managers sensed this, but no clear solutions were at hand.

In 1960-61 various specific decisions began to eliminate alternatives
and define key elements of the new goal. Proposals for two new
computers, **Scamp™ and the 8000 series, were Killed to avoid further
proliferation. In mid-1961 Learson and a subordinate, Bob O.
Evans, arrived at a broad concept *‘to blanket the market with a
single product line,” and they initiated exploratory studies on a new
product line called simply “*NPL." During 1961 a special Logic
Committee recommended that 1BM use **hybrid circuitry’” — rather
than integrated circuits — in any major new line. In late 1961 NPL
was foundering. Learson and chairman Watson started a *‘series of
dialogues on strategy with division heads, but no clear concept
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emerged. Consequently, they formed the SPREAD committee of
key executives to hammer out basic concepts for a new line. In
January 1962, the committee reported and top management ap-
proved its recommended concepts for a new integrative product
line, now worked out in some detail. Broad top management support
and a genuine organization momentum were building behind the new
concept.

In 1962 development began in earnest, and IBM’s board approved a
$100-million manufacturing facility for hybrid circuits. Still, techni-
cal difficulties and differences in viewpoint persisted. In late 1962 a
special programming meeting was held at Stowe to discuss software
development, but major programming problems remained unresol-
ved. In 1963 various groups openly resisted the new line. The
opposition was broken up or removed. In December 1963, Hon-
eywell precipitated action by announcing a strong competitor for
IBM’s successful 1401 computer. Shortly thereafter, in January
1964, Learson conducted a performance *‘shoot out” between the
360/30 and the 1401. The 360/30 was judged good enough to go
ahead. Final pricing, marketing, and production studies were now
made. In March 1964, top management approved the line in a *‘final
risk assessment session'’ at Yorktown. And on April 7, 1964, Wat-
son announced the 360 line. The decision now appeared irrevocable.
But in 1965 and later, new time-sharing features, smaller and larger
computers, and peripheral equipment units were announced or **de-
committed.” IBM raised $361 million of new equity in 1965 to
support the line — ultimately investing some $4.5 billion in the 360.
Further changes occurred in the linc and its supporting hardware
and software. Finally, well into the 1970s, the 360 serics provided
IBM’s essential strategic strength, its massive installed computer
base. The decision and its impact extended over some fifteen years.

The pattern is common. At first there are simply too many unknowns
to specify a cohesive set of new directions for the enterprise. More infor-
mation is needed. Technical problems must be solved to determine
feasibilities. Investments must be made in programs with long lead times.
Trends in the market place must crystallize into sufficiently concrete de-
mands or competitive responses to justify risk taking. Various resource
bases must be acquired or developed. Different groups’ psychological
commitments must be diverted from ongoing thrusts toward a new consen-
sus. Lead times for all these events are different. Yet logic dictates that
final resource commitments be made as late as possible consistent with the
information available — hence incrementalism.

To reshape an organization's accepted culture significantly, an execu-
tive must often overcome some potent psychological/political forces. His
success will depend on the very group whose perceptions he may want to
change. If he moves too precipitously, he can undermine essential
strengths of his organization. All too easily he can alienate his people, lose
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personal credibility, and destroy the power base his future depends on.
Unless a cr intervenes, he cannot change the organization's ethos
abruptly. Instcad he usually must build commitment — and his own political
support — incrementally around specific issues or proposals. The real art is
to thoughtfully blend these thrusts together, as opportunities permit, into
patterns which slowly create a new logical cohesion.

Changing strategic goals typically involves managing a complex chain
of interacting events and forces over a period of years. How do successful
managers approach this challenge?

Muanaging the Incremental Process

For the reasons cited above, a kind of **logical incrementalism’* usually
dominates strategic goal setting. This process is purposeful, politically
astute, and cffective. It starts with needs that may only be vaguely sensed
at first and incrementally builds the organization’s awareness, support, and
eventual commitment around new goals. The stages in this process —
though not always the same — commonly recur. These are set forth be-
low. The management techniques used at cach stage — also outlined
below — are not quite the textbook variety. But secing these in the context
of the total process helps explain their wide use and notable effectiveness.
It also explains some of the seeming anomalies and real frustrations of
management in large organizations. Managers at all levels should under-
stand how this process operates and how they can best fit into and manage
their roles in it.

o Sensing Needs: Top executives very often sense needs for strategic
change in quite vague or undefined terms, like IBM's “‘organizational
overlap™ or **too much proliferation.”” Early signals may come from almost
anywhere, and they may initially be quite indistinct. Long lead times
arc often needed to make significant changes. Consequently, effective
exceutives — like Mr. Learson — consciously seek multiple contact points
with managers, workers, customers, suppliers, technologists, outside pro-
fessional and government groups. and so on. They purposely short-circuit
all the careful screens an organization builds to *‘tell the top only what it
wants to hear' and thus delay important strategic signals. They constantly
move around, show up at unexpected spots, probe, and listen.

® Building Awareness: The next step is very often to commission
study groups, staff. or consultants to illuminate problems, options, con-
tingencies, or opportunitics posed by a sensed need. These studies some-
times lead to specific incremental decisions. More often they merely gener-
ate broadencd or intensified perceptions of future potentials. At this stage
managers may need to offset the frustration of study groups, who fre-
quently feel they have ““failed™ because their studies do not precipitate
dircet action. But the organization is not yet ready for a decision. Key
players are not yet comfortable enough with issues, variables, and options
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to take a risk. Building awarcness, concern, and a **comfort factor” of
knowledge about a situation is a vital carly link in the practical politics of
change.

o Broadening Support: This stage usually involves much unstructured
discussion and probing of positions. Earlier studies may provide data or the
excuse for these discussions — as in the case of the “'strategic dialogues’
at IBM. Ai this stage top executives may actively avoid decisions, other
than agrecing to explore options. Instead, they may encourage other key
players to see opportunities in a new light, define areas of inditference or
concern, and identify potential opponents and points of contention.
Whenever possible, the guiding exccutive lets others suggest new thrusts
and maintains the originator's identity with the idea. He encourages con-
cepts he favors, lets undesired or weakly supported options die, and estab-
lishes hurdles or tests for strongly supported ideas he may not agree with,
but does not want to oppose openly. His main purpose is to begin construc-
tive movement without threatening major power centers. Typically, goals
remain broad and unrefined.

o Creating Pockets of Commitment: Exploratory projects — like
NPL — may be needed to create necessary skills or technologies, test
options, or build commitment deep within the organization. Initially, proj-
ects may be small and ad hoc, rarely forming a comprehensive program.
The guiding exccutive may shun identity with specific projects to avoid
escalating attention to one too quickly or losing credibility if it fails. To
keep a low profile he may encourage, discourage, or kill thrusts through
subordinates, rather than directly. He must now keep his options open,
control premature momentum, and select the right moment to meld several
successful thrusts into a broader program or concept. His timing is often
highly opportunistic. A crisis, a rash of reassignments, a reorganization, or
a key appointment may allow him to focus attention on particular goals,
add momentum to some, or perhaps quictly phase out others.

o Crystallizing @ Developing Focus is another step. Ad hoc
committees — like the SPREA D committec — are a favorite tool for this.
By selecting the committec's membership, charter, and timing, the guiding
executive can influence its direction. A committce can be balanced to
cducate, cvaluate, or neutralize opponents. It can genuinely develop new
options, or it can be focused narrowly to build momentum. Attention to the
committee's dynamics is essential. It can broaden support and increase
commitment significantly for new goals. Or it can generate organized
opposition — and a real trauma — should top management later overrule
its strong recommendations.

At crucial junctures the guiding executive may crystallize an cmerging
consensus by hammering out a few broad goals with his immediate col-
leagues and stating some as trial concepts for a wider group to discuss. He
may even negotiate specific aspects with individual executives. Finally,
when sufficient congruence exists or the timing is right, the goal begins to
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appear in his public statements, guidelines for divisions, and other appro-
priate places.

® Obtaining Real Cq i t: If possible, the executive tries to
make some individual(s) explicitly accountable for the goal. But he often
wants more than mere accountability — he wants real commitment. A
major thrust, concept, product, or problem solution frequently necds the
nurturing hand of someone who genuinely identifies with it and whose
future depends on its success. In such cases, the executive may wait for a
*“‘champion’ to appear before he commits resources, but he may assign
less dramatic goals as specific missions for ongoing groups. Budgets, pro-
grams, proposals, controls, and reward systems must now reflect the new
goal, whether or not it is quantitatively measurable. The guiding executive
sees to it that recruiting and staffing plans align with the new goal and,
when the situation permits, reassigns its supporters and persistent oppo-
nents into appropriate spots.

o Continuing  Dynamics: All of the above may take years to
effect — as it did in IBM's case. Over this time horizon, the process is
rarcly completely orderly, rational, or consistent. Instead the executive
responds opportunistically to new threats, crises, and proposals. The deci-
sion process constantly molds and modifies his own concerns and con-
cepts. Old crusades become the new conventional wisdom; and over time,
totally new issues emerge.

Once the organization arrives at its new consensus. the executive must
move to ensure that this does not become inflexible. In trying to build
commitment to a new concept, one often surrounds himself with people
who sce the world the same way. Such people can rapidly become system-
atic screens against other views. Hence, the effective executive now pur-
posely continues the change process with new faces and stimuli at the top.
He consciously begins to crode the very strategic goals he has just
created — a very difficult psychological task.

Conclusion

Establishing strategic goals for complex organizations is a delicate art,
requiring a subtle balance of vision, entrepreneurship, and politics. At the
center of the art one finds conscmusly managed processes of *‘broad goal
setting™ and **logical incr li styles vary, but effec-
tive top executives in larger enterprises typically state a few broad goals
themscelves, encourage their organizations to propose others, and allow still
others to emerge from informal processes. They eschew the gimmickry of
simplistic **formal planning’ or **MBO"" approaches for sctting their major
goals. Instcad they tend to develop such goals through very complicated,
largely political, ¢ building processes that are outside the structure
of most formal management systems and frequently have no precise begin-
ning or end.
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Those who understand these processes can contribute more effec-
tively, whatever their position in the organization. Those who wish to
make major changes in organizations should certainly comprehend these
processes, their rationale, and their implications. Those who ignore them

may find the costs very high.
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