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Unit 4:  
Managing Down:  
operational Management in 
the public Sector

introduction
Having worked through the previous PSM Program units, you will now realise that 
there are many influences and constraints on what you can achieve as a manager 
in a public sector environment. Here we will examine the organisational factors 
that affect how public sector managers operate. Although, again, there is a range of 
influences and constraints, the exciting aspect of PSM Program Unit Four is the 
body of knowledge it contains to help you become, as a manager of people, more 
effective in utilising the resources at your disposal and delivering public value when 
managing down.

This unit is primarily about delivering results through managing resources, 
including human, knowledge, financial, and physical resources. The focus shifts from 
the higher and wider external context of PSM Program units One and Two (the 
machinery of government and stakeholders, clients, contractors and so on), and the 
intense personal focus on yourself in Unit Three, to the organisational environment. 
The emphasis is on achieving results through and with work colleagues, teams and 
staff. Briner et al. (1996:17) call this ‘looking downwards, managing the team in 
order to maximise their performance both as individuals and collectively, including 
managing the visible and invisible team, across disciplines, departments, countries 
and cultures’. Managing down is about the productive use of human resources 
to achieve organisational ends and also individual needs, such as job satisfaction, 
engagement and outcomes. 

Although public sector agencies are part of a system of government whose specific 
role is to carry out the wishes of elected representatives, they can also be viewed 
as organisations in their own right. Specific features of these organisations, such 
as structure and culture, will influence a manager’s performance and thus need 
to be clearly understood. Executing the policy of government is a key driver of 
organisational strategy and organisations are frequently restructured in order to 
better implement policies. It is useful to be aware of the more flexible forms of 
organisational structure that inform whole-of-government and network initiatives, 
including public and private partnerships. 

Despite changes of government, public agencies endure and carry with them a 
wealth of knowledge that informs government though policy advice. Managing 
this knowledge is vital. Many organisations claim to be ‘learning organisations,’ and 
becoming such an organisation is a desirable and lofty aim in an economic and 
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social milieu that demands frequent change and adaptation.  

Prudent management of resources and assets is required of accountable government 
at all levels. This translates into effective performance management at the individual, 
group and organisation level, with audits and transparency requirements allowing 
effective scrutiny.

Professionals such as doctors and teachers assert their professional independence 
within new public management (NPM) but nonetheless are challenged to practice 
and lead in new ways including through cross-functional teams and innovative 
practices.

Enhancing human capital as a means of achieving organisational goals is relevant 
to all sectors and is captured in concepts of strategic human resource management. 
The labour market in Australia has changed significantly over the last two decades 
and this unit aims to understand how to better manage available human resources, 
particularly in the face of the emerging skills crisis and the unique characteristics of 
Gen Y.

Good management requires credible and accessible leaders who recognise good 
performance, live their values and communicate well, particularly during change. 
Change is frequent in public organisations, but to be useful it must be based on just 
estimates of change capability. More and more public sector work is concerned with 
project management, which means managing specific changes with a finite end goal. 

This unit introduces both traditional and contemporary thinking on organisational 
behaviour and management and overviews practical aspects of managing others. 
This includes various levels of planning – strategic through operational to project 
management – and the implications for managers in terms of human, knowledge and 
financial resources. There is a strong emphasis on performance management, since 
effective performance management in whatever form may be the ultimate vehicle 
by which public value is delivered. We also address change management since it is 
critical to look at what works and what doesn’t when introducing reform. Here we 
look not so much at the content of change – that is, whether NPM ‘works’ or is a 
‘good idea’ − but rather how the processes of change are executed. This is particularly 
relevant given cyclical change of government processes.

the structure of pSM program Unit Four
The downward focus needs to be understood within the context of the 
organisation’s overarching strategy, so we begin PSM Program Unit Four with Topic 
One on strategic management. This is about the organisation determining its overall 
direction and purpose, taking into account changes in the external environment 
and other influences on its operations and ends. In more common terms, strategic 
management is about vision, mission, values and goals. 

In Topic Two we look at how the organisation is structured, that is, how it is divided 
and assembled in order to get the work done. Many configurations are possible. 
Public organisations tend to adopt a functional structure but other options include 
matrix and team structures that are more useful for cross-disciplinary co-ordination. 
Every organisation has a culture that can be described as the personality of the 
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organisation, a variable that distinguishes it from other organisations. Culture 
consists of norms, values and taken-for-granted assumptions about ‘how we do 
things around here’. This intangible feature of the organisation has a powerful 
influence, either positive or negative, over members’ behaviour.  

Topic Three discusses the idea of a learning organisation. This is an organisation that, 
because all members are attuned to learning, is continuously able to reinvent itself 
and adapt to change. Many organisations espouse learning organisation rhetoric but 
often do not meet the criteria upon closer scrutiny. Modern organisations recognise 
that the tacit and explicit knowledge of their members constitutes a key asset that 
should be managed accordingly. In the current skills shortage, organisations lacking 
the expertise needed to accomplish their mission tend to place greater emphasis on 
learning and knowledge management. Managers must find creative ways to capture 
and transmit the knowledge of the retiring Boomer cohort.

Public sector managers may have limited discretion when it comes to managing 
finances, yet the budget determines much of what can be achieved in organisations. 
Topic Four therefore pays attention to this aspect of managing down. The allocation 
of dollars affects team goals and also dictates reporting requirements. 

Topic Five looks at strategic human resource management (SHRM). This deals with 
the utilisation of an organisation’s human capital for achieving goals. In theory, 
human resources are a vital asset to be taken into account rather than a cost to be 
minimised, although organisations vary in their approach to SHRM. Downsizing 
is often the first response of private sector managers in tight economic times. 
Managers in the public sector, however, generally enjoy leading teams and watching 
the individuals within them develop.

Most organisations today have some form of performance management system 
for their staff. Topic Six addresses the process of performance management at the 
individual, group and organisational level. Performance management is one way 
that organisations can evaluate whether goals set in the strategic planning cycle are 
being achieved at the operational level.

Much of what we addressed in PSM Program Unit Three about you as an 
individual can also be applied to your team. In Topic Seven we look at leadership and 
teams more closely. The theme of inter-personal management is carried through 
into Topic Eight, which deals with job satisfaction and motivation. 

Change is now well accepted as a fact of organisational life and many managers 
have acquired some competence in managing change. Topic Nine reinforces ideas 
about how to conduct change more successfully. It also looks at innovation. 
Business-as-usual has not proved effective in solving wicked problems, so the 
challenge is to be more creative, flexible and innovative. 

Finally, Topic Ten investigates basic techniques in project management that can be 
used to steer a finite task towards successful completion in a set time frame with 
structured tools and techniques. 

Having sketched out the main steps in this Unit, let us start with Topic One.
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topic one:  
Strategic Management

overview
How well public sector managers do their jobs has global implications, since 
an effective and well-managed public sector improves the private economy and 
national competitiveness (Hughes 1994). Strategic management is the means by 
which the organisation sets its overall direction and purpose, chooses its key areas 
of focus, and develops its objectives and plans accordingly. The aim is to achieve 
effective and well-managed organisations. 

We examine strategic management in the public sector, particularly Kaplan and 
Norton’s (2001) balanced scorecard (BSC). The BSC uses an easily communicated, 
visual presentation of a select few focus areas to unite all levels of the organisation 
under a common vision. Research evidence suggests, however, that Australian 
public organisations have yet to embrace the true spirit of the BSC.

Are you familiar with Mintzberg’s ideas on strategy? Do you know the McKinsey 
7-S model? In this topic we canvass a range of definitions and models of 
strategic management and look at how well this aspect of management can be 
operationalised in the public sector. It is likely that PSM Program participants are 
familiar with strategic management. The challenge in this unit is to understand and 
deal with it in the public sector context. In the public sector, strategy is associated 
with policy, and this presents challenges that are much more wide-ranging than 
those faced by other organisations. 

Once the strategic direction has been set, senior management needs to ensure that 
the organisational structure and culture support it adequately, as we shall see in Topic 
Two and Topic Three.

Learning objectives
on successful completion of this topic, you will be able to:

1. compare conceptual models of strategic management.

2. debate whether strategic management is applicable to the public sector and discuss 
constraints and opportunities in the sector.

3. explain levels of strategic management.

4. describe techniques such as swot, mcKinsey 7-s model and the balanced scorecard.

5. appreciate critiques of strategic management.

6. describe the resource management cycle in implementing strategy.
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1.1  Strategic Management: conceptual 
Models

Strategy in a public sector context is the art of creating value. It provides the 
intellectual framework, conceptual models and governing ideas that allow managers 
to identify opportunities for bringing value to the public and for delivering that 
value at acceptable cost, as well as integrating conflicting stakeholder expectations. 
Strategy is the way an organisation defines its mission and links together key 
resources that matter: knowledge relationships, competencies and clients (Normann 
& Ramirez 1993). Organisational strategy concerns long-term goals and objectives. 
It is about creating and adopting courses of action and allocating resources necessary 
to achieve organisational goals and objectives (Chandler 1991). 

Strategic management is a systematic process through which organisations agree on 
– and build commitment among key stakeholders to – priorities which are essential 
to mission and responsive to the operating environment (Allison & Kaye 1997). 
Strategic management is ongoing as well as concerned with long-term performance. 
It is designed to move the entire organisation from its present position to a more 
desired position in the future – perhaps years or even decades away. In contrast to 
‘business-as-usual’, to achieve the balance necessary between long-term and short-
term objectives, strategic management simultaneously identifies future opportunities, 
manages new projects (innovations and/or improvements) and controls existing 
operations. 

Strategic management is also concerned with responses to a range of stakeholders 
and, perhaps most importantly, building on the knowledge and capabilities of its 
human resources. Using knowledge to create a space for organisational activities and 
as a guide for behaviour becomes important for gaining competitive advantage and 
being effective and efficient (Allison & Kaye 1997).

1.1.1  Definitions

Strategic management is based ultimately on military strategy, and it draws on the 
received wisdom of ancient and modern sources such as Machiavelli, Lenin and Mao 
Zedong (Mintzberg & Quinn 1996). To introduce or refresh understanding, here are 
several definitions:

•	 Strategic	management	is	the	art	and	science	of	formulating,	implementing	
and evaluating cross-functional decisions enabling organisations to achieve 
objectives (David 1993:5).

•	 Strategic	management	is	a	systematic	approach	for	managing	change	that	
includes: positioning organisations through strategy and capability planning; 
real time response through issue management; and managing resistance 
during implementation (Ansoff & McDonnell 1990:xvi).

•	 Strategic	management	determines	mission,	vision,	values,	goals,	objectives,	
roles and responsibilities and timelines (PIM 2007:1).
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•	 Strategic	management	is	analysing,	deciding	and	acting	by	organisations	to	
develop and maintain competitive advantage (Lumpkin 2007:3).

•	 Strategic	management	involves	a	perceived	pattern	in	actions	generated	
by the circular loop between discovery, choice and action that is the 
management process: strategic management is a feedback loop connecting 
discovery, choice and action (Stacey 1993:3–5).

•	 Strategic	management	should	‘consider	…	long-term	strategy	as	well	as	
…	short-term	capability.	Important	to	this	are	core	capabilities	and	core	
competences, cross-functional management, and top executive audits, which, 
when managed properly, explicate a new view of strategic fit, as a form of 
nested hierarchies of dynamic capabilities’ (Witcher & Chau 2007:518).

To start with some basic information, an overall model of strategic management is 
shown in Figure 1.1

Figure 1.1 A Model for the elements of strategic management

Source: Johnson, Scholes & Whittington 2006:16.

Activity 1.1 – strategy in your organisation

read through the above definitions. identify which is more applicable to strategic management 
and planning in your organisation. Justify your responses. create one combined definition that 
synthesises the key points from each of the definitions and eliminates any overlap.
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1.1.2  Delving Deeper

Strategic management involves decisions that are important, not easily reversible and 
that require a commitment of resources for a significant period of time. Taking a 
more detailed look at one definition, strategy is:

… the pattern or plan that integrates an organisation’s major goals, policies and action 
sequences into a cohesive whole. A well-formulated strategy helps to marshal and 
allocate an organisation’s resources into a unique and viable posture based on its relative 
internal competencies and shortcomings and dissipated changes in the environment and 
contingent moves by intelligent opponents (Mintzberg & Quinn (1996:3).

We can see that this definition combines many key elements, from the high-level 
organisational position to detailed implementation. Public sector organisations do 
not have the same freedom of self-determination and self-directed action as private 
firms, and these constraints are not recognised in the definitions provided so far.

1.1.3  Simple conceptual model

At the broadest level, strategic management can be considered as having three 
elements, as listed below and shown in Figure 1.2. .

Figure 1.2 Simple conceptual model of the overall strategic management process

Source: Johnson & Scholes 1993: 17.

1.1.4  A more detailed model

A more detailed conceptual model is shown in Figure 1.3. 
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Figure 1.3 A more detailed conceptual model

Source: QuickMBA 2005:np.

If this second conceptual model represented strategic management in practice, there 
would be many arrows going back and forward between the elements and around 
the figure to show feedback.  

1.1.5  Third conceptual model

The complexity and dynamics of strategic management are more fully represented 
in a third conceptual model shown in Figure 1.4. This figure lists mission and 
values, which loosely equate to mission and objectives at the top of the preceding 
figure. It adds details of what constitutes environmental scanning on the right-
hand side, and elaborates on internal aspects of the organisation that need to be 
considered, on the left-hand side.

Mission &
Objectives

Environmental
Scanning

Strategy
Formulation

Strategy
Implementation

Evaluation
& Control

The Strategic Planning Process



9t o p i c  o n e :  s t r a t e g i c  m a n a g e m e n t

Figure 1.4 conceptual model showing more of the complexity and dynamics of strategic 

management and planning

Source: Mintzberg et al. 1998:23.

Strategic management requires harmonisation between the internal skills and 
resources of the organisation and its external environment.

1.2  Strategic Management and the public 
Sector

Strategic planning arrived on the scene in the 1960s (Mintzberg 1994) and was 
introduced in the public sector in the 1980s, later than the private sector (Hughes 
1994). Now, every public sector manager has some kind of strategy-creating and 
strategy-implementing role. Strategy has direct and significant relevance to the 
public sector, but takes a different form. The main point of difference is for public 
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organisations to provide best value (Scholes & Johnson 2008). One public sector 
manager summed up the reasons why strategic management is getting more 
attention today:

Public services in the 21st century have to adapt to a world where workforces are 
mobile and looking for intrinsic rewards, where decision-making and policy advice are 
increasingly driven by reactive media relations and the fast pace of change in the external 
environment, where customer expectations are high, many services are being privatised or 
outsourced, and there is a greater emphasis on collaborative ways of working and cross-
functional teams.

Making sure that government policy guides and determines organisational action is 
another advantage of strategic management, since focusing on policy ensures that 
agencies are responsive.

1.2.1  Organisational Survival and Competition

Private sector strategic management is often concerned with organisational 
survival. There is a high rate of failure for new and even well established businesses. 
Should this be of concern to public managers? In other words, can public agencies 
‘die’? United States research (Rainey 2003) provides contradictory figures for 
organisational longevity in the public sector. In one study (between 1923–1974) 
ninety-four per cent of organisations still existed at the end of the period, although 
not necessarily under the same name. In a second study (between 1946–1997) sixty-
two per cent were terminated – or conversely only thirty-eight per cent still existed 
at the end. From this research it would appear that public sector agencies must 
increasingly pay attention to the ideas of organisational survival.

A second dominant theme in strategic management is competition. The public 
sector is subject to increasing competition, as the following extract (Barrett 1999:4) 
indicates:

(In the APS) of major significance was the rewriting of the Public Service Act and the 
Government’s unsuccessful attempt to win its passage through the Parliament without 
substantial amendment. Champions of the new legislation, appearing before the Public 
Accounts Committee, offered a spirited advocacy of its benefits:

•	 it	will	allow	public	servants	to	walk	the	same	green	fields	and	to	gaze	at	the	same	
blue skies as private sector managers; public servants can benchmark and market 
test, contest and compete for the delivery of services to government [Shergold]

•	 better	value	from	public	funds;	a	more	effective,	efficient	and	ethical	Public	Service	
and a more flexible, rewarding and innovative workplace [Reith]

The extract mentions several strategic intentions of government. However, the first 
comment from Shergold specifically identifies competition – or ‘contestability’. 
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1.2.2  Public Value

The public sector is driven by the desire to meet clients’ needs through adding value 
to services, amongst other aims. Governments want to know that the public sector is 
performing to expectations and implementing government policies. Similarly, clients 
want to see that they are getting good service, and taxpayers want value for money 
and effective and efficient service delivery. We have seen in earlier units that creating 
public value requires a strategic, proactive approach (Scholes & Johnson 2008).

1.2.3  Government Pressure

Government pressure is another reason why public sector agencies have adopted 
strategic management and planning. Like their counterparts around the world, 
Australian governments embarked on major programs of privatisation, deregulation, 
outsourcing and downsizing to increase efficiency and effectiveness while reducing 
costs. These reforms demand that public sector managers understand strategic 
management and planning processes at the organisational and work unit levels and to 
apply them in their sphere of influence.

1.2.4  Constraints on Application

Public organisations are not free to set their own strategies. Their job is to 
implement government policy. How government develops long-term strategic policy 
is addressed in an article by McClintock (2003) with particular reference to the 
approach taken by the Howard Government.

In Bryson’s (1995) book Strategic Planning For Public and Non-Profit Organisations, a 
number of issues about developing and achieving strategic objectives are highlighted. 
Bryson states emphatically that these processes are more complex in the public 
sector. 

Activity 1.2 – Food for thought

do professionals in the public sector have an obligation to be forward thinking and take a long-term 
view, even if their political masters don’t? environmental improvement, developing infrastructure and 
solving social ills don’t happen over night and may require sustained thinking, research, planning and 
analysis. should public sector professionals carry on with this and develop the expertise to give good 
advice to the minister, even if the minister’s office has a revolving door?

Gortner, Mahler and Nicholson (1997:175) take up a similar theme to Bryson. The 
problems and constraints of the public sector include:

•	 constitutional	arrangements

•	 legislative	and	judicial	mandates	–	public	organisations	are	mandated	to	
provide specific services

•	 government-wide	rules	and	regulations	limit	the	scope	of	activity
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•	 political	climate

•	 clients,	citizens	and	constituents	have	clashing	interests

•	 public	sector	organisations	find	it	notoriously	difficult	to	decide	exactly	
what they will do

•	 strategy	and	budgeting	are	complicated	by	the	input	(some	would	say	
interference) of politicians

•	 election	cycles	and	changes	of	government	‘move	the	goal	posts’	and	change	
the focus making it more difficult to conduct long range planning

Partnerships are particularly pertinent in contemporary public sector strategy 
(Scholes & Johnson 2008) but make the administrative and bureaucratic processes 
inherent in government more difficult to manage. 

Activity 1.3 – challenges for public sector strategic 
management and planning

critically appraise each of the points raised by gortner et al. (1997). draw upon your own 
experiences and discuss with colleagues or fellow psm program participants where appropriate.

Required Reading 1.1
stewart, J 2004, ‘the meaning of strategy in the public sector’, Australian Journal of Public 

Administration, vol. 63, no. 4, pp. 16–21.

this succinct reading does an excellent job of straddling the political theory/management divide. it 
acknowledges the differences between the management and political science disciplines and whether 
strategic management as a private concept is applicable to the public sector. it contrasts strategy in 
the sectors, looks at strategy in westminster systems and then in australia in particular, reiterates the 
limitations of strategy, introduces the political factor which is ignored in management texts and then 
goes on to expound the value of strategy in the public sector by talking about policy strategy along 
with the more conventional organisational and managerial strategy. importantly, it offers valuable 
suggestions for making strategy a more authentic exercise in the public sector, which may be very 
much needed if strategy is about complying with government directives rather than a genuine attempt 
to innovate and solve wicked problems.

Activity 1.4 – required reading 1.1

what do you think the main point of the reading was? what did you learn most? how well or 
otherwise does it apply in your work experience? what other comments or observations would you 
make?
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1.2.5  Research on the public sector 

Strategy can work in the public sector and definitely adds public value. It is not as 
if public organisations have no choice in how they conduct themselves. Although 
they are constrained, they are nevertheless able to offer new services, as for example 
when health organisations create new campaigns to combat obesity or adapt new 
technology. 

A total of 119 local governments in UK were studied to see what strategy they had 
and how it was related to performance. Local governments now provide a lot more 
services that the traditional ‘rates, roads, and rubbish’, including local community 
services which they may extend to new geographical areas. There are also ways to 
expand public sector budgets, including seeking external revenue, increasing internal 
revenue, gaining more state funding and persuading the state to pay for high cost 
items (Andrews, Boyne & Walker 2006). 

Andrews, Boyne and Walker (2006) approached the study as follows:

The strategic stance dimension of our classification is based on Miles and Snow’s (1978) 
typology and includes prospectors, defenders, and reactors. At a conceptual level, these 
categories appear to cover the major organizational responses to new circumstances: 
innovate (prospector), consolidate (defender), or wait for instructions (reactor). We also 
propose that organizations may display a variety of strategies: They are likely to be part 
prospector, part defender, and part reactor, reflecting the complexity of organizational 
strategy.

Prospectors display the key attributes of innovative organizations: They are likely to be 
pioneers, leaders in the field, and perhaps innovation award winners. Defenders do not 
strive to be leaders in the field but instead are late adopters of innovations once they have 
been tried and tested. They take a conservative view of new product development and 
focus on a narrow range of services, their core activities, to retain their existing portfolio 
of activities and protect their share of the public budget from attacks by predatory 
organizations.

In contrast to prospectors and defenders, reactors have no consistent substantive stance. 
Although managers in reactor organizations frequently perceive change and uncertainty, 
they lack a coherent strategy because the organization “seldom makes adjustment of 
any sort until forced to do so by environmental pressures” (Miles and Snow 1978:29). 
Indeed, a reactor stance has been equated with an absence of strategy (Inkpen and 
Chaudhury 1995). Reactors, therefore, are likely to have a formal stance imposed 
by external agencies, such as regulators. Even if a reactor is instructed to behave like 
a prospector, it may lack the culture and expertise to successfully adopt this strategy. 
(Andrews, Boyne & Walker 2006:51).

In this study performance was measured based on a comprehensive Audit 
Commission range of measures including quantitative and qualitative service and 
other indicators. Results showed that organisations with a prospector strategy were 
better performers, whereas a reactor strategy was associated with poorer performance. 
These results are interesting for two reasons. First to show that the concept of 
strategy is relevant to public organisations and also that the right strategy improves 
performance. 
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Activity 1.5 – three types of strategy 

the uK study described above mentions three different types of strategy. briefly list and explain 
the three. which of these would you say characterises your organisation? (it is likely that different 
strategies apply to different parts of the organisation or apply differently depending on whether you 
take a local or wider view, so be specific). what does the example say about the relationship between 
strategy and performance? can you see any parallels in your organisation? what data can you use to 
back up your answers (ie the uK study has audit data – can you supply the same?). 

1.3  Levels of Strategy and Line of Sight

In this section we discuss details about implementing strategy at different levels in 
the organisation and developing a line of sight. The interplay between high level, 
organisation-wide mission, vision or values and different levels of strategy is shown 
in Figure 1.5. 

Figure 1.5 Relationships between values, vision and mission and levels of objectives

 

Source: Thorburn 2002, reprinted with permission.

1.3.1  Levels of Strategy

The structured, rational and logical practice of traditional strategic management is 
based on an approach known as management by objectives (MBO). There are three 
levels – corporate, business and functional – with objectives and plans developed at 
each level (Overton 1998).

The relationship between the three levels is shown in Figure 1.6.
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Figure 1.6 Relationships between strategy, planning and levels

 
Source: Thorburn 2002, reprinted with permission.

1.3.2  Line of Sight

The role of the public sector manager in ‘middle leadership’ is aligning team and 
individual work with the organisation’s strategy, as well as facilitating the reverse 
information and influence flow, from the lower levels to the higher levels.

Activity 1.6 – strategic management and planning in your 
organisation

this task requires you to reflect upon strategy and planning practices in your agency and make 
judgments about the current strategic management and planning situation and the planning links that 
exist between the levels.

1. to complete this task, you will need to list a selection of strategy and planning documents from 
three levels. For example:

•	 corporate planning documents

•	 business planning documents

•	 work plans.

2. select a planning document from each of the three levels. to make this task easier, choose 
one particular aspect of management to focus on across each of the levels. For example, fraud 
management, risk management, financial management, procurement, occupational health and 
safety, or performance measurement..

Corporate 
Level

Strategy

Corporate
planning – eg.
Strategic plans

1

2

3

Executive
Management

Business
Level

Strategy

Business
planning – eg.
Business plans

Section
Business Units

Functional
Level

Strategy

Work
planning – eg.
Project plans

Work Group
Teams

Strategic
Planning

Operational
Planning
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3. once you have the three documents – one for each of the planning levels for the same concept 
– ask yourself the following question: is there a link between all three levels of planning in the 
chosen management area?

4. using the above question, write a brief summary explaining the relationship between the levels 
of planning observed in the three documents studied. is there a clear line of sight? highlight 
strengths and weaknesses. provide specific examples to illustrate where links have been made 
between planning documents. highlight areas where improvements are required and suggest 
possible solutions.

In theory, there should  be a clear line of sight from the lowest level operation to 
the top organisation strategy, especially the vision, mission or values. 

1.4  techniques and Models

The first task of a strategic plan is to address strategic thinking. This thinking 
requires a change of mindset from reactivity to proactivity: engaging in creative 
processes mapping a path to the future. 

1.4.1  Environmental Scanning 

What is the environment? It is all things external to your organisation and it can 
be fluid, relatively fixed or chaotic. It includes clients, the public, suppliers, other 
organisations and is subject to political, economic and social forces. An intimate 
knowledge of the environment is needed to continually reassess whether products, 
policy or services are continuing to create value. A different mindset for coping 
with change is needed. ‘Instead of seeing uncertainty as a problem we should start 
seeing it as the basic source of our future success’ (Van der Heijden et al. 2002:13).

Part of strategic management involves taking a hard look at the current situation. 
It involves gathering up-to-date information about the external and internal 
environment. A number of techniques exist. ‘PESTEL’ analysis is useful since it 
prompts thinking about six components of the external environment that may 
influence the organisation’s fortunes (Johnson, Scholes & Whittington 2006). 
The six are: Political, Economic, Social, Technological, Environmental and Legal. 
It is clear that all of these six factors are eminently relevant to public sector 
organisations. The following example from the Victorian Department of Primary 
Industries (DPI 2008) shows how social factors (such as community demands 
for involvement and changes in wealth, education and so on) and economic and 
environmental changes (such as drought and climate change) are influencing the 
department to adopt new management paradigms. 

Communities worldwide are demanding greater involvement in government decisions 
that affect their lives. For primary industries this poses significant opportunities and 
challenges. Increasingly, the population is becoming wealthier, more educated, more 
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urbanised and less connected with primary production systems. These trends are also 
associated with increasing concerns about health, well-being and the environment. 

These shifting values result in a suite of economic, environmental and social drivers 
changing primary industries and rural communities. This is resulting in new rural 
landscapes with changing settlement patterns, new industries and retiring industries. To 
manage rural Victoria’s patchwork of growth and decline as rural industries restructure, 
the challenge for government is to respond so that all Victorians have equitable access to 
the resources they require. To help frame the government response, this project seeks to 
understand the nature of change in both government administration and rural Victoria, 
and identify new ways of doing government business with people (DPI 2008:1)

Out of all six PESTEL factors, the only one that isn’t mentioned in the example is 
the technological, but there is no doubt it is having an effect.

1.4.2  SWOT Analysis

Here we will start with the most popular method for environmental scanning, the 
SWOT analysis. It consists of a candid compilation and appraisal of the organisation’s 
internal strengths and weaknesses and its external opportunities and threats.

This technique, first published in the 1960s in the Harvard Business Review, has 
been extended to a whole range of management decisions. In conducting an 
environmental assessment using SWOT, there are a number of factors to look for, as 
shown in Table 1.1.

table 1.1 SWot analysis

The external analysis in a SWOT can use the six PESTEL factors to make a 
systematic analysis, thus combining two different models. 

StRengthS

For example: adequate financial resources? good 
competitive skills? well thought of by clients? cost 
advantage? product/ service innovation abilities? 
proven management? acknowledged market leader? 
barriers to entry? access to economies of scale? 
diverse and skilled workforce? 

WeAkneSSeS

For example: no clear strategic direction? obsolete 
facilities? lack of management depth or talent? 
absence of key skills or competencies? too narrow 
a product/ service line? insufficient funds? poor 
knowledge of competitors? 

oppoRtUnitieS

For example: serve additional client groups? enter 
new markets or segments? expand product/service line 
to meet broader range of client needs? diversify into 
related products/services? adopt new technology? 

thReAtS

For example: political instability globally? change 
of government? new minister? rising demand for 
substitute products or services? changing needs of 
client group? government policy decisions? growing 
competitive pressures? technology obsolescence? 
reduction in appropriations? 

inteRnAL

exteRnAL
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1.4.3  Stakeholder Analysis

Stakeholders provide vital information for assessing the internal and external 
environment, thus contributing to a SWOT analysis. They provide information 
on the market, potential strengths and weaknesses and often see opportunities and 
threats from a ‘fresh’ perspective. Stakeholders include people, organisations or groups 
with an interest or stake in the line of business, as we saw in PSM Program Unit 2 
Managing Out, and will see in more detail in Topic Ten.

A number of questions should be asked of stakeholders when determining 
characteristics of the internal and external environment. These include:

•	 What	does	this	stakeholder	say	about	your	organisation’s	or	business	unit’s	
strengths and weaknesses?

•	 What	problems	need	solving?

•	 What	trends	do	they	perceive	as	either	opportunities	or	threats?

•	 What	does	this	stakeholder	need	or	expect	from	your	organisation	or	business	
unit?

•	 What	criteria	do	they	use	to	judge	your	outcomes?

•	 How	well	does	your	organisation	or	business	unit	rate	(excellent,	good,	fair,	
poor)?

•	 Why	such	a	rating?

•	 What	does	this	stakeholder	want	you	to	do	more	or	less	of?

•	 What	additional	or	increased	programs	or	services	do	they	think	you	should	
be offering if resources were available? (Allison & Kaye 1997).

Conducting a stakeholder analysis is an example of a more holistic approach to 
strategic management which takes account of some of the ‘soft’ factors.

1.4.4  Scenario Planning

Scenario planning is a free flowing, brainstorming way of thinking about the 
organisation, which works in the more turbulent and unpredictable environment 
in which all organisations now operate. Planning five years out is often not feasible 
hence the need for flexibility and tools such as scenario planning.

Van der Heijden was former head of Business Environment at Royal Dutch Shell. In 
The sixth sense (2002) he unites with colleagues from the University of Strathclyde, 
Centre of Scenario Planning and Future Studies to present a persuasive case for the 
use of future scenarios as a way of preparing for and adapting to a range of possible 
futures. The authors eschew ‘traditional’ strategic planning which attempts to predict, 
control and determine the future, in favour of ‘what if ’ thinking which contemplates 
a range of probable and, importantly, improbable, futures. Scenario planning involves 
anticipating and planning for various eventualities – even ones that seem unlikely 
or inconceivable such as the Indian Ocean tsunami disaster taking 270 000 lives, the 
London tube and bus bombings, the China earthquake and so on.
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The general steps of scenario planning are:

•	 structuring	the	scenario	process

•	 exploring	the	scenario	context

•	 building	the	scenarios

•	 identifying	the	driving	forces	in	the	environment

•	 undertaking	a	stakeholder	analysis

•	 understanding	the	impact	on	organisational	thinking	and	action.

Scenario planning may be uncomfortable because it is based on the premise that the 
way managers normally work may be wrong (Van der Heijden et al. 2002:63).

Scenario planning involves constructing multiple frames of future states of the 
external world, only some of which may be aligned with current strategy. Because it 
advocates contingency planning for unfavourable as well as favourable futures, it ties 
in well with risk management approaches which require us to at least think about 
‘what is the worse thing that could happen’ even if we hope it doesn’t. Scenario 
planning could also be used to deliver a ‘wicked-problem-solving’ strategy.

1.4.5  Techniques that Account for both Hard and Soft Factors

Traditional strategic planning has been criticised for focusing on performance, 
finances and other ‘hard’ indicators such as market share. This ignores the ‘soft’ factors 
and fails to capitalise on the inherent skills and wisdom of existing managers. 

1.4.6  The McKinsey 7-S Model

The 7-S is also known as McKinsey 7-S and was developed by Tom Peters and 
Robert Waterman in the early 1980s (Waterman et al. 1980:14). It is based on the 
premise that an organisation is not just a ‘hard’ structure, but also culture and other 
intangibles. The McKinsey 7-S model emphasises the arational aspects of strategic 
management. This is recognised in the seven elements, which as depicted in Figure 
1.7, are divided into so-called hard Ss and soft Ss.

Figure 1.7 Mckinsey 7-S model

 
Structure

Shared
Values

Staff

Skills

Strategy Systems

Style
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The hard elements – strategy, structure and systems – are tangible and easy to 
identify. They can be found in strategy statements, corporate plans, organisational 
charts and other documents. The four soft Ss – shared values, skills, staff and 
style – are hardly tangible. Although they are below the surface, they have a great 
impact on the hard elements of the organisation. It makes sense to focus on the 
‘soft’ elements of strategy because employees are the unique resources that add 
value to an organisation. The workforce can confer distinctive competencies on 
organisations and are the means by which flexible and innovative policies and 
problem solutions are executed (Cardy, Miller & Ellis 2007). This is particularly 
relevant in the public sector where the challenge is not to beat the competition 
but rather to deal with a complex range of policy, compliance and service delivery 
issues and problems.

These 7 S elements are described in Table 1.2.

table 1.2 Mckinsey’s seven elements

Source: Peters & Waterman, 1982:57.

In change and strategic management processes, many organisations focus their 
efforts on the hard Ss – strategy, structure and systems. They care less for the soft 
Ss – style, staff, skills and shared values. Yet repeated studies show that internal 
knowledge and skills confer huge advantages on organisations. Human capital 
theory argues that developing competence by investment in training and 
development adds value to human capital. Developing a learning culture in the 
organisation aids the implementation of these ideals (Garavan 2007). 

the hARD Ss 

Strategy – actions that an organisation plans in response to or in anticipation of changes in its 
external environment

Structure – basis for specialisation and coordination, influenced primarily by strategy and by 
organisation size and diversity

Systems – formal and informal policies and procedures that support the strategy and structure

the SoFt Ss 

Style/culture – the dominant values, beliefs and norms that develop over time and become 
relatively enduring features of organisational life and management style. more a matter of what 
managers do than what they say. how do an organisation’s managers spend their time? what are they 
focusing attention on?

Staff – the people/human resource management. processes used to develop managers, socialisation 
processes, ways of shaping basic values of management cadre, ways of introducing recruits to the 
organisation, ways of helping to manage the employees’ careers

Skills – the distinctive competencies . what the organisation does best, ways of expanding or 
shifting competencies

Shared values – guiding concepts, fundamental ideas around which an organisation is built. 
must be simple, usually stated at abstract level and have great meaning inside the organisation even 
though outsiders may not see or understand them
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Activity 1.7 – mcKinsey 7-s and your organisation

the purpose of the following activity is to enable you to apply the mcKinsey 7-s model to your 
organisation. 

1. draw up and complete the table below based on the information provided about the mcKinsey 
7-s model and your own experience.

2. can you identify all seven? if not, which ones can’t you identify? why do you think this is? 
 

1.4.6  The Balanced Scorecard (BSC)

The BSC, a strategy and performance management tool, is an approach with which 
you may already be familiar. Robert Kaplan and David Norton first introduced 
the idea in the January–February 1992 issue of the Harvard Business Review. Almost 
immediately it gained favour with organisations that sought more well-rounded, 
forward-looking approaches to strategic management. The BSC has gained wide 
acceptance as an important strategy tool with the scope for enhancing organisational 
outcomes (Hendricks, Menor & Wiedman 2004).

The need for such a tool emerged out of growing recognition that financial 
measures alone were insufficient to manage the modern organisation. These 
traditional financial performance measures were considered to be short-term, 
focused on past performance rather than the future and less relevant in today’s 
information and services-based world (Management Advisory Board 1997).

The BSC provides managers with a succinct but comprehensive view of 
organisational performance as it focuses on two key elements:

•	 balance	–	between	financial/operational	and	hard/soft	data	(for	example	
incorporating McKinsey 7-S)

element 

Strategy 

Structure 

Systems

Style/culture 

Staff 

Skills 

Shared values

What has your 
organisation 

initiated to address 
this element? 

What is 
the current 

state for this 
element? 

What is 
the desired 

state for this 
element?  

if there is a difference 
between the desired 

and current states, what 
strategies can you suggest 

to reduce it? 
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•	 scorecard	–	to	measure	and	enhance	performance	throughout	an	
organisation – possibly with an MBO approach as discussed above, that 
filters through to individual performance management.

General principles are displayed in Figure 1.8 and each will be briefly discussed in 
the next section.

Figure 1.8 the principles of a strategy-focused organisation

Source: Kaplan & Norton 2001:56.

1.4.6.1  The BSC in Action

For public sector agencies there are benefits from using the BSC:

•	 preventing	information	overload	by	limiting	the	number	of	measures	used

•	 balancing	time	perspectives	–	both	current	and	future	drivers	of	
performance are addressed

•	 providing	managers	with	complex	information	at	a	glance

•	 ensuring	that	managers	are	managing	all	the	important	variables	–	not	just	
the financial ones or the ‘easy’ ones, or conversely, too many including less 
significant ones (MAB 1997a).

The BSC also promotes ethical processes because it encourages a more rounded 
view besides just focusing on the financial bottom line. It aligns with the move 
towards corporate social responsibility and triple bottom line reporting.

Strategy

Balanced

Make strategy a  
continual process

• Link budgets and strategies

• Analytics and Information 
systems

• Strategic learning

S

c o r e c a r d

Make strategy 
everyone’s  

everyday job

• Strategic awareness

• Personal awareness

• Balanced paychecks

Align the organisation 
to the strategy

• Corporate role

• Business unit synergies

shared service synergies

Translate the strategy to 
operational terms

• Strategy maps

• Balanced Scorecard

Mobilise change  
through 

executive leadeship

• Mobilisation

• Governance process

• Strategic management system
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Triple bottom line reporting is addressed in more detail in Topic Four. Briefly, it is 
a response by organisations to demands for more transparency and accountability 
beyond the traditional reporting of financial performance. The three lines in the 
triple bottom line are social, environmental and financial:

•	 Environmental	includes	impacts	made	through	processes,	products	or	services.	
These may include air, water, land, natural resources, flora, fauna and human 
health. 

•	 Social	includes	involvement	in	shaping	local,	national	and	international	public	
policy, equality, treatment of minorities, employee issues and public concern. 

•	 Financial	includes	financial	performance,	activities	relating	to	shaping	demand	for	
products and services, employee compensation, community contributions and local 
procurement policies (CPA Australia 2008:1).

There are five principles for putting the BSC into practice. The principle is 
illustrated in Figure 1.9.

Figure 1.9 From organisational vision to desired outcomes

Source: adapted from Kaplan & Norton 2001

Traditional financial measures are enhanced by three additional perspectives on 
organisational performance:

•	 client	satisfaction	–	how	do	we	look	to	our	clients?

•	 internal	business	processes	–	what	internal	processes	must	we	excel	at?

•	 innovation	and	learning	–	can	we	continue	to	learn	and	grow?	(MAB	1997a).

Can you detect a subtle shift here from the deterministic control perspective of 
traditional strategic management to a more free-flowing emphasis on learning, 
innovation and change? 

Vision
What we want to be

Values
APS values & organisational values

Mission
Why we exist

Strategy
The game plan – developed in the Strategic plan

Balanced Scorecard
Implementation and focus

Strategic initiatives
What we need to do – Tactical plans

personal objectives
What we need to do – Operational plans



24 p S M  U n i t  4 :  m a n a g i n g  d o w n :  o p e r a t i o n a l  m a n a g e m e n t  i n  t h e  p u b l i c  s e c t o r

Figure 1.10 the BSc 

Source: MAB 1997a:51.

With the arrival of the BSC, there has been a significant shift away from measuring 
everything. The BSC tool encourages managers to decide which few measures will 
be addressed. It also encourages the inclusion of ‘soft’ qualitative indicators from the 
McKinsey 7-S model.

The main points for implementing a BSC approach are: there must be vertical 
coordination or line of sight and horizontal coordination or collaboration. Strategy-
focused organisations break through the barrier of separate sections or departments 
and break down the ‘silo mentality’. Formal reporting structures are replaced with 
strategic themes and priorities and are communicated and coordinated across the 
entire organisation (Kaplan & Norton 2001).

Managers who, where appropriate, continually research and embrace new and 
innovative management practices ensure that they have the capabilities necessary to 
meet current and future business demands. This principle taps into ideas about the 
learning organisation and lifelong learning, which are discussed in a later topic.

Balanced Scorecards are used in about one third of state and federal government 
departments in Australia. The measures used are mainly in the areas of quantity 
of output, cost efficiency, and quality. Measures used are to satisfy legislative 
requirements and the main recipients of BSC reports in Australia are various 

customer
to achieve 
our vision, 
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 objectives  measures  targets  initiatives
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jurisdictions’ treasury departments (Hoque & Adams 2008). These results suggest that 
in fact the BSC as currently used in Australian government organisations is not all 
that ‘balanced’ but instead focuses on a narrow range of performance measures aimed 
mainly at Treasury. In this regard Australian public organisations may have some way 
to go to become more innovative and flexible in their strategy. 

1.5 Further critical Analysis

Many strategic planning models and exercises are too complicated, too confusing, 
too sterile, too boring, too inflexible and too disconnected from the dynamics of 
the ‘real world’. There is too much emphasis on developing strategy as distinct from 
strategic thinking. Strategic planning should not be allowed to become an annual 
ritual but should instead be a conscious stream of discussion throughout the year.

As one public sector manager with many year’s experience in the Northern 
Territory witnessed:

Traditional strategic planning, in my experience, was conducted by the senior executives 
who locked themselves away for two days in a ‘love in’ as the staff would call it, then 
a strategic planner would slave away in isolation for a couple of months to produce a 
corporate plan that was promulgated throughout the organisation, quickly forgotten and 
studied only for promotional exams.

Strategic planning should increase organisational learning. It clarifies future 
direction and helps set priorities for action by identifying the really crucial issues 
and challenges facing the organisation. However, this may not always be the case in 
practice.

Activity 1.8 – strategic planning in your workplace

what is your reaction to the above critique? do you think that strategic planning models you have 
been exposed to are too confusing or too disconnected from the ‘real world’? is strategic planning 
in your business unit or organisation ‘just a thing that has to be done each year’ or is it an ongoing 
process of ‘monitoring, adapting and reflecting?

Mintzberg said around fifteen years ago that strategic planning had ‘fallen from its 
pedestal’ (1994:107). One reason was that it is too constrained, programmed and 
structured and clouds strategic thinking. The latter is intuitive and creative and can’t 
be confined to a yearly planning schedule or a particular document format.

Reports from numerous previous PSM Program participants strongly suggest that 
most public sector strategic planning falls into the traps identified by Mintzberg and 
is anything but creative or intuitive.

In public organisations using centralised planning approaches, resources may be 
allocated by fixed formulae, which leave little room for local variation; and such 
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top-down planning approaches don’t account for significant diversity between local 
units and are not well equipped to cope with rapid change (Johnson, Scholes & 
Whittington 2008).

1.6 From Strategy to Action to operations

Strategy into action is about ‘ensuring strategies are working in practice’ (Johnson, 
Scholes & Whittington 2006:19). It involves structuring the organisation to ensure 
successful execution, enabling outcomes through appropriate use of resources. 
Resource coordination permeates the planning and implementation phases of 
strategic management. How well resources are deployed – including analysis, 
allocation, usage and evaluation – will affect the final outcome of strategies, policy, 
programs and projects. 

Resource management is an integral aspect of operational management. Consider 
Figure 1.11. Note how resources are indicated as inputs to a system designed to put 
strategic plans into practice at the operational level. Resources have a significant 
relationship to achieving organisational strategies and outputs. Also note the 
importance of a two-way relationship between the community and government, and 
government (as owner) and agencies of the public sector.

Figure 1.11 Strategic management, operational management and resource 

management

Source: Thorburn 2002, reprinted with permission.

Threshold resources are those that everyone in the same operation or industry 
must have, whereas unique resources are those that ‘critically underpin competitive 

community needs

government 
(produces outcomes)

 

outputs 

corporate plans

Business plans

Work plans 

inputs – Resources
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advantage’ and which other organisations do not have (Johnson, Scholes & 
Whittington 2006:121). The public sector has many unique resources and these 
should be identified as part of the strategic planning process and incorporated into 
the operationalisation and action planning activities underpinning it.

1.6.1  Resource Management Cycle

Operational management represents the practical efforts of managers to utilise a 
range of resources to deliver results in an overall strategic management approach. 
This practical implementation can be conceptualised using a resource management 
cycle as shown in Figure 1.12. The cycle can and should be applied to all forms of 
resources. For example, we will later examine human resource planning (HRP), 
which is a key function in human resource management but nonetheless relies on 
this basic conceptual cycle. Financial management is another area which relies on a 
similar cycle. The cycle is generic and underpins thinking in subsequent topics on 
knowledge management, financial management and human resource management.

Figure 1.12 the resource management cycle

As shown in the figure above, the resource management cycle has five main steps: 
planning, budgeting, managing, reporting and evaluation. 

Activity 1.9 – introducing the grampians water case

the point of this activity is to reinforce your knowledge of strategic management and look at how it 
applies in the public sector context. For some participants in the psm program the material in this 
unit will already be familiar, for others it might be new. the point of this activity is to challenge you to 
put the material into the public sector context and take the analysis to the next level. 

Required Reading 1.2 pyman, a, mathieson, i, craig, a & doherty, K 2004, Water industry reform 
– stopping the leaking tap? thomson learning, melbourne.

General introduction to the case

this case is about water industry reform at grampians water in Victoria. it captures many elements 
of managing down including strategic management (Topic One), organisation structure and culture 
(Topic Two), strategic hrm (Topic Five) and change management (Topic Nine). the fact that it is 
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about water industry reform is not the main point, although given how the murray-darling system 
is grabbing headlines lately it is a small cameo of a larger more complex issue. the case could be 
about many aspects of public management. it illustrates many common themes, issues and concepts 
from managing down, which apply across industries and professions. it gives you the opportunity to 
apply material from the unit. the challenge for you will be to unravel the case and identify the issues 
rather than the details. the case is presented largely in historical order rather than in the order of 
the topics in this unit. the rationale is that ‘real life’ problems and issues do not present themselves 
neatly packaged in a logical, cognitive framework, whereas topics in this unit are intended to 
progress in an orderly fashion. issues and influences may be quite obscure. material in the case may 
be relevant to or cut across a number of the topics. the aim of the case activity is to assist you to 
‘make it work’ from a range of perspectives and a variety of topics in a case study that is drawn from 
the practice of public sector management. the case is used across the topics in psm program unit 
Four in the following ways:

•	 in some instances material from the case is reproduced in a particular topic to highlight or 
illustrate certain theoretical concepts.

•	 in other places, questions are set about the case, again with the intent of illustrating or applying 
certain concepts or rasing certain issues.

suggestions for participants:

•	 First read the case right through to get the overall story and the big picture.

•	 then return to the case as directed in the relevant topic to do the activities and answer the 
questions.

•	 where the case is discussed to illustrate a point in a topic, you may need to return to the whole 
case to re-familiarise yourself with the details and context of the particular point being made.

•	 there are several stages in the case as it develops over time – to answer questions you may need 
to distinguish between stages, or answer the question differently at each stage.

Strategic management at Grampians Water

1. it is sometimes assumed that strategic management isn’t as relevant to the public sector 
because agencies are not competing with others to make a profit, whereas in the private sector 
this ability to compete on strategic grounds is crucial. however, strategy in the public sector is 
about creating public value, or best value. what does the case say about competition and what 
implications does this have for grampians water strategic management? (see p. 548). how does 
value come into it?

2. strategic management involves analysing the external environment. what elements in the 
environment does grampians water have to address in its strategy? identify specific elements 
mentioned in the case, and the role these have (see pp. 549; 554 and possibly others). use either 
the ot (external) part of swot or the full pestel analysis.

3. what strategy technique(s) does grampians water use, with what effect?

4. what signs if any are there that grampians water strategic management is responsive to changes 
in the internal or external environment? evaluate the degree of responsiveness and whether or not 
it is sufficient.

5. the accepted wisdom of strategic management is that strategy is essential to develop a line of 
sight between the highest goals or mission of the organisation and the actions and commitment 
of the lowest level employees. what evidence (if any) is there in the case that grampians water 
strategic management and planning was effective in ‘getting employees on board’?
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1.7 Summary

Every public manager has a role in creating and implementing strategy. Strategy 
relates to the art of creating public value. The common denominator in strategic 
management is the need for managers to consider their entire operation in the 
changing external environment, to achieve organisational outcomes.

At the broadest level, strategic management has three elements. The first is 
strategic analysis – the thinking part of the process, in which understanding of the 
strategic position of the organisation is developed. The second is strategic choice – 
formulating possible courses of action, evaluating them and choosing between them. 
The third is strategy implementation – planning how the choice of strategy can be 
put into effect, developing objectives and managing the resources required.

The McKinsey 7-S model is based on the premise that an organisation is not just 
structure but also consists of culture. This fact is recognised in the seven elements: 
the hard elements – strategy, structure and systems – are tangible and easy to identify; 
the four soft elements – shared values, skills, staff and style – are difficult to pin down 
and are highly determined by the people who work in the organisation. Therefore it 
is more difficult to plan or influence the characteristics of the soft elements.

The balanced scorecard (BSC) gained favour with organisations as there was a 
growing recognition that hard financial measures alone were insufficient to manage 
the modern organisation. These traditional performance measures were considered 
by managers to be short-term, focused on past performance and less relevant in 
today’s knowledge economy. The BSC provides managers with a succinct and 
comprehensive view of organisational performance. It focuses on balance – between 
financial and operational and hard and soft data. 

Translating strategy into operations demands that managers first identify and then 
effectively combine resources to deliver results. Operational effectiveness involves 
using resources to deliver results in line with organisation strategy.

Review
having completed this topic you should now be able to:

1. compare conceptual models of strategic management.

2. debate whether strategic management is applicable to the public sector and discuss 
constraints in the sector.

3. explain levels of strategic management and line of sight.

4. implement techniques such as the swot, mcKinsey 7-s model and the balanced scorecard.

5. briefly mention critiques of traditional strategic management.

6. describe the role of the resource management cycle in implementing strategy.
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Required Reading
Reading 1.1 Stewart, J 2004, ‘The meaning of strategy in the public sector’, 

Australian Journal of Public Administration, vol. 63, no. 4, pp. 16–21.

Reading 1.2 Pyman, A, Mathieson, I, Craig, A & Doherty, K 2004, ‘Water industry 
reform – stopping the leaking tap?’, Thomas Learning, Melbourne.

Further Reading
Hopfl, H 2003, ‘Strategic quest and the search for the primal mother’, in M Lee 

(ed.), HRD in a complex world, Routledge, London, pp. 57–66.

 This is a feminist critique of strategic planning.

Scholes, K & Johnson, G 2008, Exploring Public Sector Strategy, Prentice Hall, 
London. 

 One of the main texts in strategic management adapted to the public sector. 



31t o p i c  o n e :  s t r a t e g i c  m a n a g e m e n t

topic 1: Required Reading

Stewart, J 2004, ‘The meaning of strategy in the public sector’, Australian Journal 
of Public Administration, vol. 63, no. 4, pp. 16–21.
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topic 1: Required Reading

Pyman, A, Mathieson, I, Craig, A & Doherty, K 2004, ‘Water industry reform – 
stopping the leaking tap?’, Thomson Learning, Melbourne.
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