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Planning for Success
Thinking Differently About Business Planning

Introdu ction

Man of the ways in which an organization analyzes problems and achieves
solutions is bound by the organization itself. Thinking is functional, driven by
individual points of view but influenced by where in the organization that
individual sits. Many company managers see this as an asset. Each specialty or
functional unit brings a distinct point of view to the problem at hand which
guards against a single type of thought process dominating to the disadvantage
of the company.

Unfortunately that type of functional unit thinking often creates political infighting
and does not provided a process for coordinating and integrating data. Managers
are left with individual tasks instead of a company-wide solution or plan.

An approach can be found in the social sciences and information technology that
offers a better method for arriving at solutions. By combining thematic analysis
with a network representation of data, the relationships between various forces
defining a problem are made apparent and solutions and plans more easily
arrived at.

Functional Unit Thinking

Most companies are organized along traditional means. Even the more
iconoclastic Internet companies, where people sport titles such as Chief
Customer Officer or Evangelist, have traditional organizations. Typically one sees
a functional approach to company organizations with Marketing, Sales,
Engineering or Product Development, Manufacturing, Finance, and
Administration departments common. These departments are usually charged
with developing plans and solutions based on a set of high-level goals and
objectives set down by senior management.

This has some value but certain flaws. For one, the senior managers that are
setting the goals are usually themselves installed in a functional silo. Another key
problem is that being part of a functional area tends to confine the thinking of
even the most forward-looking executive or manager to that which is most
immediate — the issues presented by his or her own department. One solution
has been to create the position of General Manager (or any number of other titles
that mean the same thing). The CEO and COO are general managers as well. In
theory, they sit above the functional units and can see the big picture.

The flaw in this arrangement is that these general managers rely on plans
formulated by the functional unit specialists. The task of correlating, analyzing,
and making decisions based on this information can be daunting. Even worse,
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political issues tend to intrude as senior managers jockey for position in
companies and concern about influence and budgets cloud thinking.

Another key problem with functional unit-based planning is that it relies on
guantitative analysis that is rarely accurate. Managers tend to put a lot of stock in
numbers even though the methods for generating the numbers are often non-
guantitative. Take sales forecasts for example. It is believed that sales numbers
can be tracked very accurately and patterns divined from them that lead to
reasonable forecasting. This is true only to a limited extent in some industries
(retail business for example). Even the best forecasts involve guesswork from
individuals based on retrospective information. In highly dynamic or new
industries such as optical networking, sales forecasts are at best an educated
guess.

Yet, managers place a lot of stock in this type of analysis because of the
perception of quantitative analysis as more accurate or “hard”. Much of what is
assume to be hard numbers are, in reality, fairly soft and infused with bias. Since
numbers are generated by functional units, it also bears the influences from the
unit themselves and the biases inherent in specific disciplines.

Another problem with quantitative information generated by functional units is
that it is rarely complete. In the planning process incomplete numbers have two
effects. First, planners and managers tend to wait for the more complete
information. Commonly known as analysis paralysis, managers become inert and
stop planning until they get more or “better” numbers. This is a hindrance that
few businesses can afford to have weighing them down in a dynamic business
climate.

Second, with pressure on managers to deliver the numbers, many simply make
them up. Much of the forecasting portion of the planning process consists of
everyone backfilling their figures in order to try and “make their numbers”. This is
especially true in functional areas that can struggle to deliver accurate numbers
such as marketing and sales. Unfortunately, the rest of management puts stock
in these numbers and builds their plans around them even when they know them
not to be true. After the results of this type of planning become apparent, all the
company managers’ act bewildered as to why the numbers were off-base. The
answer that no one will voice is that they were never real in the first place.

None of this is to say that we should toss out quantitative approaches to
business planning. We should not, however, reply on them so thoroughly that we
neglect other non- quantitative methods. Instead, the numbers should help point
to overarching themes and trends and not be considered the endpoint
themselves.
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Non-functional, qualitative analysis based on simple principles brings out the
nuances in the interrelationships that drive real business. This is especially true
of business decisions in for technology companies that rely on non-deterministic
events such as software development or market acceptance of new technology.
It also helps to deal with incomplete information by allowing the guesswork to be
recognized and structured.

Realign Thinking and Planning

To better plan and solve problems thinking needs to change. Rather then think
and plan according to functional lines, non-functional methods can be deployed
that help arrive at a solution more quickly and effectively. These methods can be
wrapped in a set of simple steps that help break out of unit ideology and help
uncover the interactions and relationships that are often missed in conventional
planning.

Some simple steps that help the planning process and are based on qualitative
methods are:

Data Gathering

Thematic analysis

Network model analysis

Plan based on network and relationship analysis
Execute Plan, evaluate, and make adjustments
Repeat the process with new information
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Execute Data
Evaluate, Gathering
Adjust

Create Thematic
Plan Analysis

Network /

Model
Analysis
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None of this requires tremendous resources, specialized training, or discarding
familiar quantitative methods of data gathering. Nor does it do away with
functional organizations as a management tool. Instead, it tries to look at data in
a different manner as well as finding ways to deal with incomplete data.

Data Gathering
To begin the process of analysis and planning, it is important that some
data be accumulated. Some of what is needed is obvious, such as
financial data. It is important to not discard any data at this stage. All types
of seemingly irrelevant data may have meaning or help to bolster other
data points.

Data gathering is an on-going effort. It is important when doing any type of
analysis to see the data and the analysis itself as a snapshot in time. Data
will change over time and your analysis may change as well.

Sources will depend on the type of business that is being analyzed. It is
safe to say that customers, the sales force, industry analysts, competitors,
journals and other news sources, and industry organizations all are
primary data sources that need to be attended to.

Typically, data is organized into information along functional lines
(marketing, finance, engineering, etc.) by generating reports. This is not a
bad method but limited. Instead, information should be extracted from data
by looking at broad categories of data that cut across functional lines.
Technology is a better category then engineering reports since it
encompasses both market and technical awareness. By categorizing data
into broad categories, top-level nodes can be identified that help place the
data in to a model that is meaningful. These nodes will become the
anchors for the next stages of analysis. This is also a non-judgmental
method of organizing information. It does not assume responsibility for
tasks or outcomes at this early stage of analysis.

Thematic Analysis
The next step in making sense out of any pool of data that you have
developed is to analyze it for common interactions. If you have a specific
model that you are working from, you can fit data into that model. These
models rarely exist outside of mature, operationally bound industries such
as steel or retail. In industries where the dynamics of the business climate
are not always well known, it is important to create a model based on
information at hand. One method of developing a model of interactions is
thematic analysis.
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Thematic analysis is a technique whereby information is examined for
recurring themes in the data. In this way the important ideas embodied in
the data are extracted from it and information is created. It can be as
simple as reading customer comments and looking for similarities. This
technique can be used to discern market sentiment, customer needs and
desires, companies’ wants and goals, even financial themes. A theme
might be as simply as “New technology ‘X’ is exciting” or “There is a
recessionary climate”. Whatever themes are indicated by the data, they
should be based on several data points or an exceptionally strong data
point. Do not declare a major theme based on a single weak data point.

Whereas the broad categories evident in the data such as Marketplace
help to identify concentrations of data or nodes, themes indicate
interactions between these nodes which we think of as relationships. Is
this subjective? Certainly but then, so is the basis for many business
decisions. Institutional and personal biases will affect which themes are
pulled from the data and which discarded. This is valid though since these
biases reflect the nature and language of a particular business.

Network-based Analysis: Develop the Model
As simple as it sounds, placing information into a visual medium helps
humans to understand information better. Arranging seemingly random
data into a model helps to build a context for the data. Using both of these
techniques, a network based model can be developed from the previously
identified nodes and relationships that highlight important trends.

Using the idea of a network, diagram top level nodes based on the
information categories that were previously identified. Then, using the
themes that are common to nodes, connect the nodes into an interrelated
web or network of nodes. Finally, show themes unique to nodes as
arrows or forces acting on the nodes.

This method will highlight the cross functional areas of interest that must
be addressed for planning purposes as well as the forces that connect and
act on nodes. By focusing on the relationships between nodes, issues that
were previously buried in individual functional elements will be revealed
and can then be properly addressed in the plan.
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Plan
When most people think of planning, they think task-oriented. Most plans
are little more then lists of tasks designed to accomplish a goal. A typical
plan will have statements such as “We will achieve a 5% increase in
sales” directed at the Sales department or “We will attend five major trade
shows this year including Comdex.” for marketing. These are important
aspects to a plan but usually not enough.

What a solid plan based on non-functional thinking and network analysis
will tell you is not what to do but what to change. The changes will lead to
the tasks later but the plan needs to address the forces that the analysis
has identified and how the forces need to be altered to effect a positive
change in the business model. Before you can identify what the tasks are
you need to identify how things need to be different.

The structure of this type plan would include:
1. The nodal analysis, or the identification of what the major nodes are
and why.
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The identifying of forces at work in the network

Indications of which forces are positive for the business and which

are negative.

4. An identification of how the negative forces need to be changed to
make them positive.

5. Tasks that will change these forces

w N

Tasks are secondary identifying forces that need to be altered for a
business to be successful. For example, if you know that you need to
develop a new product but have cash restraints, then the force that
represents the company’s financial position needs to change. That may
require a further change in the company’s relationships with its banks so
that more credit is available to fund these projects and so on. Often there
is a cascade effect whereby a change in one force causes the need for
changes in others. Thus, identifying the relationships between nodes is
the key to identifying what really needs to occur in a company in order to
garner success.

While identifying areas to change is key, it is equally important to
understand which forces you cannot change. It is impossible to change
many aspects of a business especially when they are driven by inflexible
individuals. There are often outside forces of which one has virtually no
control and which cannot be changed by a company or individual. These
must be influenced indirectly or compensated for. To try to change what
you clearly cannot is futile and a waste of precious time.

Execute, Evaluate, and Adjust
Once the analysis and plan are in place, it is important to execute to the
plan and keep careful watch. Since the business environment can change
quickly, the original analysis can become outdated. In the previous
example, if a competitor suddenly announced a product based on new
technology then the whole system would change as the need for new
product became more urgent. Conversely, if customer reaction to a similar
product from a competitor was less than enthusiastic then the pressure to
develop the new line would be lessened which would create ripple effects
throughout the system.

It is important to watch the network for changes in forces, the introduction
of important new nodes, and for the effects of the changes that have been
implemented. The latter is most important since, try as we might, no one
can fully predict the outcome of a set of actions or the success of those
actions.
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Repeat the process with new information
The only way to see if the plan has had the desired effects is to perform
the analysis again, plugging in new data and rearranging the network
accordingly. Does this process ever cease? Yes! When a desired result
has occurred and side effects have not created new problems that need to
be dealt with.

Scenario: ABC DataStore

This example involves a fictitious maker of data storage arrays. Their primary
products are enclosures with two to twelve disk drives in them, an interface
based on one of two technologies called Small Computer Systems Interface
(SCSI) and Fibre Channel, one or two power supplies, and some simple software
to monitor and configure the product. Most of their products are deployed as
primary storage for mid-range file servers running software from several different
computer vendors. They are used primarily to hold data for people who work in
office environments and need to store word processing, spreadsheet,
presentation, and contact management files. In addition, some customers of their
products use the arrays for small databases. Rarely if ever are these products
used for mission critical databases such as deployed for financial or order
processing tasks.

ABC DataStore has been in business for roughly ten years and has been
profitable for eight of those years. The CEO would like to see growth at about
25% per year but rarely have they achieved that goal. Instead, they seem to
garner only about a 8% to 12% increase in revenue each year (depending on
industry and economic conditions) and have held the line on expenses to the
point that margins have not declined even though they are traditionally in a low
margin business. They have traditionally invested free cash in new product
development and only used lines of credit or other debt instruments for short
term manufacturing needs.

In terms of technology, ABC DataStore has never been a technology leader,
preferring to deploy new technology after it has been released into the market for
a few years. They have, however, excelled at manufacturing, which in turn has
allowed them to become a price leader and still maintain good margins.

In terms of culture, they see themselves as a conservative, mid-sized company
that pays in the mid-range but does not require tremendous commitment from its
employees. In general, they are able to hire good, solid people but not stars. The
company is run primarily by three key executives, the CEO who is also the
founder, the manufacturing chief, and the head of engineering. Sales and
marketing are considered important but lack clout and do not have strong
leadership. Finance is adequate. The CEO tends to be autocratic and views the
ABC DataStore as “his company”.
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The company now faces several imminent threats. First, wide adoption of
Network Attached Storage (NAS) technology is making traditional file servers
less necessary to small and mid-size businesses. The NAS devices replace the
file server/disk array combination with a single device that is, compared with file
servers, easier to install, simpler and more cost effective to maintain, and has a
lower cost of acquisition. R&D feels that it could create products with this
technology with the current resources available in-house. However, in the past,
R&D has often claimed to be able to deploy new technology quickly only to finish
late with the final product often lacking key features. Their optimism is more
worrisome then encouraging.

Also, with the economy in recession, customers are holding off purchases
causing a drop in revenue. This is affecting the amount of free cash available to
invest in new products. Worse, the lack of significant new products over the last
year has pinched revenues as customers have taken sales to competitors with
more interesting products. On the plus side, interest rate drops have brought the
cost of capital down significantly.

Thematic and Nodal Analysis
There are some obvious nodes:

Financial

Technology

Marketplace

Delivery

Product

Development

ouhrwNE

It should be noted that Development refers to the entire development
process, not simply the engineering function.

In addition, there are some obvious and recurring themes:
1. Financial
a. Revenues are down owning to a recessionary climate and
development missteps.
b. Cash for investment restrained.
2. Technology
a. Core technology is considered old, perhaps even “legacy”
b. New technology has been introduced that makes the current
portfolio potentially obsolete
3. Marketplace
a. Low cost provider
b. Laggard not leader in the market.
c. New technology is threatening core business.
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d. Customers are asking for the new technology
4. Delivery
a. Manufacturing and overall customer delivery is very good
driving some customer loyalty
b. Expert at low cost manufacturing
5. Product
a. Legacy, old
b. Little money for new investment
6. Development
a. Poor track record on new product development
b. Skills believed to exist in house to develop new technology.

Overall, there is a general feeling that the company has entered into a
vicious cycle wherein backward product leads to unexcited customers
thereby causing reduced revenue, leading to less investment in
technology thereby perpetuating the lack of forward motion on new
products.
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The Network Model

Excellent Produ elivery
(+)

Negative Perceptions in
Marketplace (-)

Marketplace

Low Cost To Manufactyfe
Products (+)

Old Products (-) Low Price (+)

Customer Want

Recession (-)
New Technology (+)

New Technology Available

Low Investment In Ngw
Product Developmept (-)

Development Missteps (-)

Development

Technology

Good Skill Set (-)

Important Negative and Positive Forces

There are clearly a series of positive and negative forces working on the
business.

Positive Forces

o Technology ® Product: New technology creates opportunity for
new products

o0 Marketplace ® Technology: The marketplace clearly wants the new
technology

o Delivery ® Marketplace: Excellent product delivery and
manufacturing results in positive impression in the marketplace
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o Development ® Development: Development team has a good skill
set
Technology ® Product: More exciting technology exists
o Product ® Marketplace: Low price of products entices many
customers
o Delivery ® Product: Good manufacturing technique allows for low
product costs
Negative Forces
o0 Marketplace ® Financial: Negative perceptions of product lead to
reduced revenue
o Financial ® Development: Little investment made in new product
development
0 Development ® Product: Development team has a history of
missteps
o Financial ® Financial: Overall recessionary environment impacting
Financials
o Product ® Marketplace: products viewed as old and uninteresting

o

There are also a series of cascading forces in the systems. For
example, there is a strong set of negative forces linking Marketplace to
Financials to Development to Products. This feedback loop is one area
to look at.

There is also a series of positive forces that link Technology to
Marketplace and then to Product. These forces indicate that customers
would buy new products based on the new technology which reduces
the risk of developing the products. Closing this loop is obviously
important but that requires an effect from Development.

Another set of positive forces links Delivery to Product to Marketplace
and centers on the low cost and low price of the products.

The Plan
There are several actions that the analysis suggests. First, the company
can continue to position itself as a low cost provider, milking the current
products for as long as they can generate revenue. Second, there is a low
risk development strategy that can be gleaned form the analysis. Third,
something must be done to affect the product investment profile since new
development cannot occur until there is change. Finally, development
mistakes cannot be tolerated and need to be addressed.

The plan for ABC DataStore is to do the following:
1. Obtain financing for new development. Since the marketplace
wants products based on this technology, the risk is low that new
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product will not generate revenues. Bank financing is certainly an
option here because of the low risk profile. Other forms of investment
financing are also available.

2. Continue to market and sell current product but prepare for phase
them out. Since price is a factor, it makes sense to look at the margins
these products enjoy and see if some short term promotional pricing
will attract existing customers to buy more. Attractive discounts may
also convince some buyers who are on the fence regarding the newer
technology to delay purchase of new technology in favor of the more
cost effective yet older technology. This keeps customers with the
company until new technology is available.

3. Fix development problems. Since the Delivery team has had
success in meeting objectives on-time, have their managers become
more involved in development, perhaps even invite the Manufacturing
or other Delivery team personnel to run the development project along
side a traditional development leader. Steer some of the investment in
new development to new people with experience and a track record of
on-time completion of development efforts.

Along with adding new people to the development team, it has been
decided that certain personnel will need to be removed from the
process. While painful, it is clearly necessary. These personnel will be
repositioned into other roles within the development team but will not
be allowed leadership positions. Some will be removed from the
process altogether.

4. Develop the new product lines. Obviously, the rest of the plan is
designed to enable the company to market a new line of products. In
this case however, a development partner will be sought that has
expertise in the new technology, insuring greater success with
development and lowering the investment needed to complete the
transition. The Delivery capabilities - especially manufacturing prowess
- and existing presence in the Marketplace of ABC DataStore may be
attractive to a younger company that has an excellent Engineering
group. The concept of combining old company capabilities with new
company technology is considered to be the basis of the relationship.

The Effects
The plan strives to change the behavior within some of the nodes and
between nodes in the network model in order to turn negative forces into
positive ones often by leveraging existing positive ones. For example, by
changing the Financial node based on the positive interactions between
Technology, Marketplace, and Product, the negative force it exerts on
Development will be mostly negated. Similarly, by applying a new force to
Development (the Partner), the negative forces emanating from
Development will possibly turn positive and cascade through Product to
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the Marketplace and finally back to Financial. This helps to break the cycle
that the company feared would damage it severely.

By developing a plan based on thematic analysis and employing network
models, ABC DataStore has found a way to develop products it thought it
couldn’t, leveraged a key capability, and can look forward to rising
revenues in the future.

Conclusion

Companies are straight jacketed by their thinking and outdated planning.
Thematic analysis and network modeling allows managers to see the problems
and solutions that are often obscured by functional unit thought processes. It
unlocks the potential within companies by removing political and organizational
blockades to proper planning.

These tools are not a panacea to corporate problems and will sometimes bring
about painful revelations. Yet it is always better to see what is truly affecting the
business, free of the structure designed to hide rater then reveal.
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