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STRATEGY ATTHE LEADING EDGE
NEW RESEARCH & CONFERENCE REPORTS

Strategic Thinking or Strategic

Planning?

Loizos Heracleous

OVER FIFTEEN YEARS AGO Mintzberg argued that
the meaning of the term ‘strategic planning’ was
ambiguous, and that there was a need for a clear
understanding of that term.’ Now not only is “stra-
tegic planning” still used in a variety of ways, but
the situation is made even more complicated by the

introduction of a more recent term, ‘“‘strategic think-
ing”.

The relationship between the two ideas of strategic
planning and strategic thinking is by no means clear
in the literature, which is in a state of confusion over
this issue. Strategic planning is often used to refer
to a programmatic, analytical thought process, and
strategic thinking to refer to a creative, divergent
thought process. The confusion, however, stems from
the fact that although there are frequent usages of the
terms in the above ways, various authors still use
these terms in fundamentally different ways. While
for some strategic thinking and planning are distinct
thinking modes which are both useful at different
stages of the strategic management process (e.g.
Mintzberg), for others, strategic thinking is not so
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much creative as analytical (Porter); for some, stra-
tegic planning has remained an analytical activity but
the organisational practices surrounding it have been
transformed; for others, the real purpose of analytical
tools of strategic planning is to facilitate creativity
(strategic thinking); and lastly for others, strategic
planning is useless and should be scrapped in favour
of strategic thinking.

An exploration of the literature reveals that there
is no agreement on what strategic thinking is, what
strategic planning is, or what their relationship
should be. This paper therefore:

e Disentangles the relationship between the terms
“strategic thinking” and ‘‘strategic planning” as
found in the literature, identifying four main var-
ieties of this relationship.

e Clarifies the nature of strategic thinking and stra-
tegic planning by developing the analogy of stra-
tegic planning as single-loop learning and strategic
thinking as double-loop learning.

e Proposes a dialectical view of the relationship
between strategic thinking and strategic planning
which sees them as distinct, but interrelated and
complementary thought processes.

The following views on the relationship between stra-
tegic thinking and strategic planning are found in the
literature:

Strategic Planning and Strategic Thinking are
Two Distinct Thinking Modes, and Strategic
Thinking Should Precede Strategic Planning
According to this view, planning cannot produce
strategies because it is a programmatic, formalised
and analytical process; it is rather what happens after
strategies are decided, discovered or simply emerge.
This is a view associated with Henry Mintzberg, argu-
ably the most trenchant critic of planning. Mintzberg
has sought to limit the theoretical space occupied by
the concept of strategic planning by suggesting that it
is based on certain fallacies. Firstly, the fallacy of
prediction, the belief that planners can predict what
will happen in the marketplace. Secondly, the fallacy
of detachment, the premise that effective strategies
can be produced through formalised processes by
planners who are detached from the business oper-
ations and the market context. Lastly, the fallacy of
formalisation, the questionable idea that formalised
procedures can in fact produce strategies, whereas
their proper function is to operationalise already
existing strategies.”

Critiques of planning in a similar vein have been
widespread in the popular management literature.**
Other authors within this literature have accepted the
conventional critiques of strategic planning (e.g. the
fallacies explicated by Mintzberg), but have gone far
beyond them to find no place for planning in organ-
isations, arguing that strategic planning should be
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scrapped completely and strategic thinking should
occur instead.>®

This view, therefore, emphasises that strategic
thinking and strategic planning involve distinct
thought processes, where strategic planning is ana-
lytical and convergent, whereas strategic thinking is
synthetic and divergent. It questions strongly the pro-
minence and promise accorded to strategic planning,
seeking to limit planning to the operationalisation of
existing strategies rather than being able to generate
radically new and creative strategies.

Strategic Thinking Is (and Should Be)
Analytical

This is a view associated mainly with Michael Porter,
whose analytical frameworks of five forces analysis,
the value chain, the diamond model of national com-
petitive advantage and strategy as activity system, are
important contributions to the strategic management
field. According to Porter, for example,

‘strategic thinking involves asking two critical questions. First,
what is the structure of your industry, and how is it likely to
evolve over time? ... Second, what is your own company’s rela-
tive position in the industry?'.’

Others have also proposed well-defined, analytical
approaches as constituting strategic thinking: Zab-
riskie and Huellmantel,® for example, suggest a
sequential, well-defined six-step process to enable
strategic thinking, and Eden in a similar vein,®
describes a strategic thinking process based on cog-
nitive mapping. A similar analytical approach has
also been taken in the popular literature,'® where for-
malised approaches are said to constitute strategic
thinking. Porter and others, therefore, use the term
’strategic thinking’ not as a synthetic and divergent
thought process, but as a convergent and analytical
one; in the same way as other authors would use the
term strategic planning.

The real purpose of strategic planning is to
improve strategic thinking

Related to the above view, is the suggestion that the
real purpose of strategic planning is to facilitate stra-
tegic thinking, where structured planning tools are
used to aid creative thinking. This is a view stated
succinctly in a series of Harvard Business Review
articles written by former senior managers at Royal
Dutch/Shell.**** The strategic tool associated with
this view is ’scenario planning’, a process of eliciting
appropriate responses to reasonably possible futures,
designed to question managers’ guiding assumptions,
and sensitise their thinking to potential competitive
arenas substantially different from current ones.
Wack described the scenario planning process at
Shell emphasising that

‘scenarios serve two main purposes. The first is protective:
anticipating and understanding risk. The second is entre-
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preneurial: discovering strategic options of which you were pre-
viously unaware ... Scenarios give managers something very
precious: the ability to reperceive reality’.?

De Geus similarly suggested that the value of the plan-
ning process does not reside in the plan itself,*® but
in changing the mental models of managers involved

in this process (for similar arguments see also
Nadler).™*

Strategic Planning has Over Time Evolved into
Strategic Thinking

It has been suggested that ‘“‘strategic planning has
changed dramatically since its inception in the early
1970’s. Having survived its original design flaws, it
has evolved into a viable system of strategic man-
agement (or strategic thinking)”."® The main changes,
according to this view, include the shift of planning
responsibility from staff to line managers, the decen-
tralisation of planning to business units, more atten-
tion to environmental shifts, more sophisticated
selection of planning techniques, and more attention
to organisation and culture as vital implementation
factors.'® Related to this viewpoint is the literature
arguing that strategic planning is useful if it is carried
out in an appropriate manner—involving line
managers, defining business units correctly, having
clear action steps and integrating the plan with other
organisational controls,"” these largely corresponding
to the shifts in traditional planning practices reported
by the proponents of this view.

In this view, therefore, strategic planning and
strategic thinking are identified more with the organ-
isational practices surrounding them rather than the
thought processes involved. Strategic thinking is por-
trayed as an evolution from strategic planning, which
is said to have become less elitist in its origins and
more open and sophisticated in its methods.

Strategic Thinking as Double-loop
Learning

Having considered the various views found in the
literature, there is a need now to clarify the nature of
strategic thinking and strategic planning and to place
them in an appropriate context. This will be done by
suggesting a dual analogy: strategic thinking can be
seen as double-loop learning, and strategic planning
as single-loop learning. This analogy is helpful in
clarifying the nature of strategic thinking and strategic
planning, and why they are different, but ultimately
both necessary and complementary.

Bateson, applying Russell’s theory of logical types
to the concept of learning, differentiated between five
types of learning:*®

Zero learning Specificity of response not subject to
correction
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Learning I Change in specificity of response by
correction of errors of choice within a
set of alternatives

A corrective change in the set of alter-
natives from which choice is made or
a change in the punctuation of exper-
ience

Learning II

Learning Il A corrective change in the system of
sets of alternatives from which choice
is made

Learning IV Change in the process of learning IiI,

but probably does not occur in any
living organism on earth

Argyris concentrates on the distinction between sin-
gle-loop and double-loop learning, which are anal-
ogous to Bateson’s learning I and IL*® Single-loop
learning occurs when there is a match between the
organisation’s design for action and the actual
outcome, or when such mismatches are corrected by
changing actions, but without critical examination of
the governing variables for action. Double-loop learn-
ing occurs when the correction of mismatches is
arrived at by examining and altering the governing
variables for action and then the actions themselves.
Fiol and Lyles similarly differentiate between lower-
level and higher-level learning.*® Lower level learning
involves the development of cognitive associations
which facilitate incremental organisational adap-
tation but without the questioning of central norms
and frames of reference of the organisation. Higher-
level learning occurs when these norms and frames
of reference are challenged and altered, and a more
accurate understanding of causal relations exists.
These levels of learning are also mirrored in Senge’s
distinction between generative and adaptive
learning.*® Adaptive learning is about coping within
existing frames of reference, whereas generative
learning is about being creative, and requires new
ways of perceiving the world. Figure 1 portrays the
terms used to describe the above levels of learning:

While there are differences in terminology in all
the above authors, the central concept common to all
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involves thinking and acting within a certain set of
assumptions and potential action alternatives; or
challenging existing assumptions and action alter-
natives, potentially leading to new and more appro-
priate ones. An example would be an organisation
faced with deteriorating performance, and which
responds by becoming pre-occupied with typical
actions such as cost cutting, de-layering or re-engin-
eering which it has also taken in the past (utilising
single-loop learning). This organisation responds to
hardship in ways that have worked in the past. It takes
action from a fixed set of action alternatives and does
not consider other, new and potentially more appro-
priate and creative action alternatives such as inno-
vating new products to revitalise or expand its
markets, or forming alliances to compete globally.
This would amount to double-loop learning in this
particular company, since its set of potential action
alternatives would have expanded to include new
responses and new ways of thinking about the prob-
lems faced, leading to different responses from what
was done in the past.

Strategic planning in this formulation is seen as an
activity carried out within the parameters of what is
to be achieved, but does not explicitly question those
parameters, and is therefore analogous to single-loop
learning. Strategic planning most often takes an alre-
ady determined strategic direction and helps stra-
tegists decide how the organisation is to be configured
and resources allocated to realise that direction. This
situation has given rise to a relatively common thread
of the critiques of strategic planning, that it deals with
extrapolations of the present and the past as opposed
to focusing on how to reinvent the future; an idea
which has been emphasised in recent approaches to
strategy such as ‘‘strategic intent’” or ‘‘strategy as
revolution”.***

The mode of strategy-making which can be associ-
ated with such re-inventing of the future, the creation
of new competitive space as opposed to struggling
over slow-growth or even shrinking markets, is stra-
tegic thinking. Strategic thinking questions the stra-
tegic parameters themselves, and is thus analogous to
double-loop learning. Discovering and committing to
novel strategies which can re-write the rules of the
competitive arena, necessitates relaxing or sus-
pending at least part of the conventional wisdom and
assumptions about the industry, the industry
recipes,”® as well as one’s psychological frames’ in
which these recipes are represented, envisioning a
number of potential futures, and challenging the
existing operating assumptions on which current stra-
tegies are built. The desired outcome of the cycle of
strategic thinking/planning is not me-too strategies
but distinct positionings, supported by unique
activity systems.?® For example, consider the fol-
lowing examples:

e In the early 1990s, cars were built individually and

painstakingly by craftsmen, and owning one was a
potent status symbol. Going against the prevailing
wisdom of the industry, Henry Ford proclaimed

“I will build a car for the great multitude . . . I am going to
democratize the automobile . . . . When I'm through, everybody
will be able to affard one, and about everybody will have one.”

This was indeed achieved by continuous pro-
ductivity improvements in manufacturing, the
breakthrough coming with Ford’s idea to initiate a
moving assembly line. Ford had the idea on a trip
to Chicago, where he observed the way the meat
packers used the overhead trolley to dress beef;
cutting a piece of the carcass as it moved along.
Ford reversed this process, having a moving vehicle
assembly line where workers added pieces as the
vehicle moved along.

e Raymond Kroc, a fifty-two year old milk-shake
machine salesman saw in 1954 the restaurant of
Maurice and Richard McDonald in San Bernardino,
operating like a fine-tuned machine in an industry
in which such precision and efficiency was
unknown. He realised this model would be very
successful if implemented elsewhere, but the two
brothers were not interested in growing the busi-
ness. He cut a franchise deal with them, and started
expanding what would become the unwitting
application of Henry Ford’s manufacturing
approach to sandwich-making, and a hugely suc-
cessful business which created new competitive
space in the restaurant industry.

(Adapted from Gross D. Forbes’ greatest business sto-

ries of all time.)

While Henry Ford was part of the U.S. vehicle indus-
try, and Ray Kroc at the margins of the U.S. restaurant
industry, none of them accepted conventional indus-
trial wisdom as given, envisioning alternative, plaus-
ible futures which would ultimately redefine their
industries. More importantly, none of them could
have come up with their radical (for their time) con-
ceptions of the future of their industry as a result of
formalised planning techniques. Even today, com-
panies which currently add higher value and deliver
superior returns to shareholders are those which con-
sistently break the rules of the competitive game.?”

A Dialectical View of Strategic
Thinking and Strategic Planning

The two main positions on the proper meaning and
interrelationship between the ideas of strategic think-
ing and strategic planning are the ones by Henry
Mintzberg and Michael Porter. Mintzberg believes
that strategic thinking and planning involve distinct
thought processes, the former being creative and the
latter analytical; whereas Porter believes that strategic
thinking is achieved by utilising analytical tools. The
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underlying issue with regard to these two views seems
to be a focus on different aspects of strategy. Mintz-
berg, for example, sees strategies as patterns in a
stream of decisions and actions, which may be delib-
erate at times, emergent at other times, or mixed, and
mostly based on managerial intuition and creativity.*®
Porter, on the other hand, being highly analytical,
sees strategies as particular configurations of the
value chain which are ideally unique and sustainable,
providing strategic positions which cannot be easily
copied by competitors.*

Porter drew attention to the need to understand
both the cross-sectional problem (the causes of
superior performance at a given point in time), and
the longitudinal problem (the dynamic process by
which strategies are arrived at).?® Porter's con-
tributions have tended to focus on the cross-sectional
rather than the longitudinal problem, however, and
Mintzberg’s contributions have tended to focus on the
longitudinal rather than the cross-sectional problem.
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Whereas Mintzberg’s view of strategy is more process-
focused (how strategies are arrived at in organ-
isations), Porter’s view of strategy is more pos-
itioning-focused (what constitutes a sustainable
strategic position in terms of particular organisational
arrangements). These differential foci lead their pro-
ponents to suggest corresponding thinking modes for
the aspect of strategy they focus on; Mintzberg empha-
sising the creative and synthetic, and Porter empha-
sising the convergent and analytical.

Being overly pre-occupied with terminology, (e.g.
what each author means by “strategic thinking” or
“‘strategic planning”) can make one miss the essential
point that, to the extent that they constitute distinct
thinking modes, strategic thinking and strategic plan-
ning are both necessary and none is adequate without
the other. Creative, ground-breaking strategies emerg-
ing from strategic thinking still have to be oper-
ationalised through convergent and analytical
thought (strategic planning), and planning is vital but

Strategic Thinking

Thought process:

Synthetic
Divergent
Creative

The purpose of strategic
planning is to operationalise
the strategies developed
through strategic thinking,
and to support the strategic
thinking process

The purpose of strategic

thinking is to discover novel,
imaginative strategies which

can re-write the rules of the
competitive game; and to envision
potential futures significantly different
from the present

Thought process:

Analytical
Convergent
Conventional

Strategic Planning
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cannot produce unique strategies which can chal-
lenge industrial boundaries and redefine industries
(unless it stimulates the creative mindset in the
process, as in the case of using alternative scenarios
for the future).

The view proposed here holds that strategic think-
ing and strategic planning are interrelated in a dia-
lectical process, where both are necessary for effective
strategic management, and each mode on its own is
necessary but not sufficient. This view:

e Suggests a clarification in the meaning of the terms
by drawing an analogy with levels of learning;
identifying strategic planning with single-loop
learning and strategic thinking with double-loop
learning.

e Complements Mintzberg’s view about the use-
fulness of both strategic thinking and planning, and
helps to place the Mintzberg/Porter debate in con-
text by recognising that focusing on different
aspects of strategy (the longitudinal versus the
cross-sectional problem) leads these authors to
advocate corresponding thinking modes, which in
the final analysis are both necessary and comp-
lementary.

Mintzberg’s view about the differences between
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strategic thinking and planning and the inability of
planning to produce ground-breaking strategies does
not necessarily clash with Porter’s view that ana-
lytical tools are necessary, and that they can also
stimulate creativity. The tools one uses at each stage
of the strategic management process, are not impor-
tant in themselves but as the means of encoutaging
the creative and analytical mindset. There ideally
needs to be a dialectical thought process of being able
to diverge and then converge, being creative and then
seeing the real-world implications, and being syn-
thetic but also analytical. It all comes down to the
ability to go up and down the ladder of abstraction,
and being able to see both the big picture and the
operational implications, which are signs of out-
standing leaders and strategists.

This view is not meant to be a description of actual
managerial practice, but it is meant to be a suggestion
for a normative, but achievable best practice. Here
strategic thinking and planning occur iteratively over
time, where there is a continual quest for novel and
creative strategies which can be born in the minds of
strategists or can emerge from the grass roots; as well
as employment of analytical processes to determine
such issues as the strategies’ desirability and feasi-
bility, and to plan for their realisation.
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