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Abstract
This thesis considers the problems associated with the Australian Public Sector moving
sometimes erratically towards strategic public management following substantial and
wide ranging reforms over the last 20 years. In particular, this study examines public
organizational planning and evaluates the extent to which private sector planning
philosophies and methodologies have already and could be applied more relevantly to the
public sector. The major proposition is that commercial planning methods and techniques
can be used selectively to enhance agency planning and management effectiveness and
efficiency. A specific application at Centrelink is considered for public service providers
delivering high quality government services as part of a purchaser/provider relationship.
Strategic planning and management theory and models are reviewed and a progressive
stages model is developed for the APS. A range of private sector planning techniques and
tools is evaluated and brief but classified case studies on major APS organizations are
also presented. The thesis concludes that a dynamics capabilities approach would enable
public organizations to maximize strategic management and operational effectiveness.
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SECTION 1 THESIS INTRODUCTION AND PUBLIC
MANAGEMENT TRENDS

Chapter 1 Introduction

Introduction

The Australian Public Service (APS) has experienced massive procedural, structural and
cultural change over the last two decades (Kemp, 1998; Halligan, 1998). It has been
subjected to a barrage of both evolutionary and revolutionary reforms concerning its
context and values, and the very existence of individual agencies has been questioned.
Throughout the Western World, governments have been looking to 'reinvent' their basic
role and have questioned their continuing involvement in activities that could well be
performed 'better' by the private sector (NPR, 1993, Butler, 1996). In the extreme,
governments are considering confining their participation in community affairs to
addressing areas of social equity and redressing areas of market failure (NCOA, 1996).
The OECD has cited a range of background pressures for the 'reducing' reforms to
government including the effect of globalization on national competitiveness;
perceptions of inferior public sector performance when compared to the private sector;
limitations to future public sector growth; reduced public confidence in government's
ability to solve problems; citizens' demands for greater responsiveness, choice and
quality of services; and, demands from public sector staff themselves (OECD, 1995: 19).

As a consequence, the APS has been pressured by bi-partisan political injunctions

exhorting the use of 'economic rationalism' to become more productive, organizationally
'lean and mean' and at the same time more transparent, responsive, accountable and
relevant to the needs of the public it ostensibly serves. It is forever being encouraged or
directed to be more efficient in its use of public resources and to adopt the manners and
techniques of 'successful' private enterprise. Moreover, the APS is entreated to improve
continuously the effectiveness of its performance in implementing the policies of the
Government and to meet increasingly higher and more stringent standards of customer
satisfaction imposed by clients, politicians, taxpayers and central agencies.
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The public sector reforms in Australia have come in a series of waves with each
successive refinement or extension building on previous changes to administrative
operating bases. Overall, there has been a deliberate movement towards a more business
like public sector by adopting a public management approach. Historically, such radical
reforms are new and novel in Australia but not overseas where similar business-like
analogies existed before the First World War (Caiden, 1971).

Background to Thesis Research - Public Management
Public management is an eclectic conglomeration of theory and practice that has evolved
as a result of history, political imperatives and ideology, trial and error and deliberate
reform programs. It is commonly argued that public management has been strongly
influenced by public choice and new institutional economics (Halligan, 1998,1998a;
Pollitt, 1996). As such public management draws principally from private sector beliefs
about strategic management, an 'avowedly normative' field (Teece et al, 1997: 528),
which involves 'processes of analysis and implementation by which public organizations
both adjust to, and prevail over, their environment' (Stewart, 1995: 2). This management
concept of achieving and maintaining competitive advantage (Porter, 1980; Teece et al,
1997) incorporates fields of interest and disciplines as diverse as biology, engineering
and military studies (Forster and Browne, 1996). Indeed, public management may suffer
from a surplus of expert advisors who contribute to a confusion of management concepts
directed towards implementing government policy.

This confusioncan be amplified in terms of accountability where public servants are
active in developing as well as implementing general policy and particular portfolio
initiatives. While the Constitution separates the powers of the judiciary, parliament and
the executive, it does not formally separate the internal responsibilities between ministers
and officials in terms of accountability for policy. These issues of governance have
rested traditionally in the conventions and practices of the Westminster legacy covering
democracy, pluralism, public trust and control in ensuring that government serves the
public interest in all aspects of policy and policy implementation. Indeed, the established
idea of ministerial responsibility has in many ways been weakened by contracted terms of
employment for public servants linking their remuneration with performance, thereby
3

shifting a degree of the burden of accountability to officials. This has raised the
inevitable questions about the 'frankness and fearlessness' of advice to the Minister from
the APS and placed more scrutiny on politicization issues regarding appointment and
tenure for the more senior public servants. The 'trickle down' effect is also witnessed
with middle level managers. Eventually all staff in public agencies will probably be
contracted to perform explicit duties, leading to similar overtones about the loss of
objective or altruistic assistance to the general public because of performance pressures.
Whether these aspects are incidental or germane to the onset of the 'new' public
management is debatable. Either way, the Westminster ideal of the minister ultimately
heading the bureaucratic structure and service has been dented by reforms to the public
sector.

Another relevant issue is that modem public reform, as in business, seeks to separate
more specifically the functions of 'policy' (as strategy) and 'administration' (as
operations). Public sector reforms may have had a more significant effect on those
involved in policy implementation and service delivery rather than on policy
development according to Greer and Hoggett (1999). Procedural and structural changes,
and the emergence of separate provider organizations have highlighted these functional
distinctions and their impact on decision making:
An organization, whether public or private, is concerned with policy whenever it pursues courses
of action which are informed by collective values, for example those voiced by groups and
communities in the public sphere; an organization is concerned with strategy whenever it pursues
courses of action which are either means towards the organization's survival and/or growth or
towards the private advantage of organizational actors (Greer and Hoggett, 1999 : 239).

This thesis will discuss this issue in detail.

Public administration has borrowed and absorbed many of the ideas of the private sector
in recent years raising the ire and sometimes opposition of those who believed that the
distinctiveness of the public sector was not amenable to commercial methods and
techniques of operations. In particular, traditionalists seem to mourn the replacement of
close philosophical associations with political science and sociology with growing links
to the field of scientific management (Overman, 1984). The theory of public
4

administration had established an almost mythological separateness in role and identity
apart from the field of management in terms of planning, decision making, organizational
design, accountability and the formulation of strategy. Many public policy analysts were
explicitly 'anti-managerialist' (as this attitude would now be called) in the early 1980s.

The more recent application and relevance of a theory of strategy within the public
domain is important here. It is now regarded that managing an enterprise, private or
public, requires a sound knowledge of external and internal conditions and being able to
derive strategic 'thrusts' which make best use of the organization's potential to obtain
particular objectives in the future. The perceived problem is the lack of an agreed,
standardized set of management principles in a field which is constantly bombarded by
ephemeral fads each promising instant success. Davis and Devinney (1996) express the
dilemma in terms of theory construction:
The problem is that most management thought is normative rather than positive. Normative
theories and ideas are driven by a pursuit of how things should be. Traditionally, normative
theories are built on inductive reasoning. Positive theories and ideas concentrate on explaining
why things are the way they are. They deduce their conclusions from the investigation of data
(Davis and Devinney, 1996:1).

Governments appear to have taken the normative approach by embracing and imposing
the substance of public choice theory, transaction cost analysis, commercial accrual
accounting processes, activity based costing and other business affectations on public
sector operations and management. In doing so, they have created tensions in a
traditionally conservative and stable environment thought to be immune from the perils
of excessive procedural change. Indeed, governments have increasingly tailored their
own administrative reform frameworks based on the public and private experiments of
others to the extent that expected enhancements to organizational performance and
efficiency can become self-fulfilling and endemic. This approach to managing public
affairs and implementing public policies has been described as 'a merger of the normative
orientation of traditional public administration and instrumental orientation of generic
management' (Perry and Kraemer, 1983:24). This trend was observed in UK under Mrs
Thatcher (Campbell, 1998) and in the US under President Reagan (Perry and Kraemer,
1983).

5

The impact of these government-driven reforms has effectively modified both the ends
and means of the public sector. Governments have adjusted the relationships between
politicians and public servants seeking more clearly defined policy objectives and more
objective measurement of the implementation success of policies in terms of
effectiveness, efficiency and economy. Public servants will no doubt continue to assist
and advise ministers professionally in the development or modification of policies but
under the aegis of 'managerialism' they will also be more publicly and directly
accountable for the reporting of the results of the policies as well as for the efficient use
of resources used to deliver policies to the people. This drive for doing 'more with less'
is an inherent fiscal constraint of government and also requires a cost-benefit imperative.
The more recent call to 'manage for results' denotes the requirement for better
husbanding of scarce resources while achieving a hierarchy of goals and objectives: in
word, more 'effective' government.

The means for improving what was seen as underperformance of public agencies have
been garnered mainly from the business sector. In particular, the concepts of strategic
management incorporating strategic planning have been imported to assist public
executives and managers in the APS to define and manage better the corporate objectives
of their organizations in prosecuting their mandates published under Administrative
Arrangements Orders (Boxall, 1998).

These reforms have established the basis for a prescriptive planning and reporting
environment within the APS. Indeed, the combination of corporate planning and
Program Management and Budgeting (PMB) have been reported internationally as
having 'enhanced understanding within agencies of their objectives and goals' (OECD,
1994:20). Arguably, this understanding was also integral to Australia's Financial
Management Improvement Program (FMIP) processes of setting program outputs and
standards and measuring actual performance against them. This approach will allow the
enhancement of PMB by the integration of output budgeting within the accrual budgeting
framework for public entities. Similar reforms have already been implemented in
Australian States and local governments (MAB, 1997). Continuous program and
outcome management and budgeting monitoring provide public managers with the means
6

to implement the Government's strategic policy objectives and guidance for linking
longer term, strategic aspirations with problems and pragmatic decision making in day
to-day operations. This combination also nominally gives the Executive, Parliament and
the Public better information on expenditure, performance and service-level outcomes
(see Commonwealth Budget papers, especially for 1991).
Modelling Public Planning- Environment and Policy Making

Public sector organizations are subject to similar if not identical environmental
influences and turbulence to those affecting the private sector. The textual fabric of
environments (Emery and Trist, 1965; Cooper, 1990) impose pressures which envelop
and penetrate organizations in the guise of political, legal, economic, cultural,
technological, psychological and other forces. There is a complex interaction within and
outside the organization with these forces leading some theorists to attribute chaotic
qualities to complex operating systems which in tum render long-range planning and
prediction impossible (Phelan, 1995).

While this may be worrying for the organization's executive and senior management in
corporate terms, all staff are usually protected by the organization itself as it seeks to
buffer the individual from:
the impact of the chaotic interrelation of everything to everything. Ideally, organizations free the
member effectively to deal with just so much of the environment as his intellect and psyche
permit. The organization, through compartmentalization of tasks and responsibilities,
circumscribes for each member the domain of environmental factors with which he must be
concerned, and permits a match to be established between the complexity of the environment, the
type of role and the modalities of decision making which are appropriate in the functions
performed by the members (McWhinney, 1968: 269).

This is akin to the concept of bounded rationality contained within the protective shell of
the organization (Simon, 1957; Thompson, 1967) and relates the conceptual basics of
contingency modelling from Emery and Trist to today's environment. Combined with
multilayered information filters inherent in the structure, technology and resource
processes of its operations, staff may be somewhat limited in grasping the strategic
import of available opportunities or in perceiving likely threats in the environment (Kast
and Rosenzweig, 1985; Wills, 1991). These intellectual restrictions impact notably on
planning, decision making and the capacity for strategic thinking in any organization as
7

the real or complete situation will never be fully known to its occupants (Simon, 1957;
Davis and Schwartz, 1981). Notwithstanding, decision making is rarely paralyzed,
policy-related progress occurs and organizations do achieve short and even longer-term
performance objectives. These processes are often enabled by strategic frameworks that
assist the organization to interpret actual and possible environmental changes and so plan
systematically in a disciplined way to produce fundamental strategic decisions which
shape and guide its future (Drucker, 1961; Bryson, 1995).

Historically, in public organizations, there has been and remains a tension between the
rational-cornprehensive planning model, which represents conceptually a deductive
approach to decision making, and the bounded rationality, disjointedly-incremental
models (Bryson, 1995). The rational model assumes consensus on initial goals which are
subsequently expanded into a hierarchy of policies, programs and actions (Ansoff and
McDonnell, 1990). This presumption implies that any high level strategies derived to
effect programs are cogent and compatible with putative, intended aims as they seek to
influence and leverage (as logic) the changing environment. In practice, planned
strategies may succeed, fail or combine with emerging strategies to achieve outcomes or
at least some components of the objective (Mintzberg, 1987). Bryson suggests that there
also exists the inductive, political decision making approach as an alternative model for
public agencies. This involves a bottom-up rather than top-down method of examining
the issues' level where conflict abounds over means and ends and where efforts to
resolve these problems enable policies and programs to emerge that are politically
rational and thereby acceptable to involved or affected actors. While the results may not
be fully consensual, there is a greater level of agreement between stakeholders (Bryson,
1995) - a point made by both Simon (1957) and Lindblom (1979). The implied
ideological undertones of this debate still exist and may never be agreed.

One outcome of such a policy process is strategic planning which incorporates elements
of jointed-incrementalism (Quinn, 1978) with its risk averse, marginal adjustment
approach to operations and the political decision making ethos of public managers and
officials. Professor Hilmer, now CEO of Fairfax, represents an Australian adherent to
Quinn's model (Quinn and Hilmer, 1994). Indeed, once political decision making
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processes have identified programs and policies, there is a role for rational planning in
reshaping those decisions into goals, means and actions. This is consistent with mixed
scanning (Etzioni, 1969) which identifies key issues by performing broad continuous
scanning of the environment and then focussing on those issues using intensely rational
techniques to obtain optimum levels of information and decision options.
Implementation then focuses on incremental learning.

The conventional tendency in the Australian public service has been to emphasize short
term, reactive and disjointedly-incremental planning and decision making based on
annual recurrent budget cycles related to 'outlay' parliamentary reporting and review
processes. However, in the last decade, while the specific resource cycle has been
retained, there has been a shift to longer-term, proactive and more detailed strategic
planning based on organizational alignment, or congruent fit, with the many and varied
environments faced by the public sector. This newer approach highlights the importance
of strategic planning as a medium which public planners employ increasingly to meet
these external challenges. The further move to accrual budgeting demands the specificity
of outcomes and outputs with more quantitatively-based financial rigour and
accountability.

Further, strategic planning theory and practice has evolved in its private sector
applications (Hax and Majluf, 1996). It has spawned a plethora of techniques designed
to clarify and quantify external threats, risks and opportunities as well as identifying
areas of internal competence and capacity as the basis for matching organizational
strategic competitiveness against likely environmental scenarios. The work of Arnoldo
Hax is but one example of this genre. Moreover, once overall corporate strategies have
been determined, they can be used at various levels in the organizational structure to
effect business and functional tasks and activities which support the overall mission of
the organization. These ideas have demonstrable application to public sector
organizations and although public planning models may be hybrids of public and private
processes and structures, many private sector planning techniques could benefit the
operational effectiveness and efficiency of public agencies. This has been the case since,
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at least, the 1960s when Smalter and Ruggles (1966) were the earliest Harvard scholars
to grasp this public-private conceptual 'synergy'.

Additionally, strategic and operational planning has been placed into sharper focus
because the APS purchaser/provider reforms seek to separate policy making from service
delivery by the formation of dedicated executive service agencies. A public purchaser (a
government department for example) decides what needs to be produced (products or
services) and the provider agency (a public or private firm) delivers the agreed outputs
and outcomes under contractual arrangements which normally specify clear performance
targets. These procedural and structural changes are intended to rationalize policy
programs and define more closely the responsibility-accountability nexus within the
public service 'value chain' (cfPorter, 1985). While strategic planning is now more
frequently being recommended, and in some cases mandated for public agencies, it will
probably become more important for the survival and growth of those bodies established
or contracted to deliver government services to the public under APS purchaser/provider
arrangements. The concepts of consumer, client, collaborator and contractor/ee will
become more pertinent as such business-like activities within government become more
widespread.

The prime example of a provider agency is Centrelink which was established in 1997 by
the Howard Coalition Government to consolidate the service delivery arms of the
Department of Social Security and the Department of Employment, Education, Training
and Youth Affairs. As a statutory authority and service provider within an important
welfare portfolio (Family and Community Services), Centrelink is coming to understand
its new status as an 'entrepreneurial' business-driven organization aiming to improve its
performance while retaining its portfolio links with the Executive arm of government.
Unique challenges abound as Centrelink seeks to design and operate a novel reform in
social service delivery. The developing role and capabilities of Information Technology
add to the richness of this intellectual challenge. Centrelink has inherited a history of
strategic planning from its predecessor departments and its transition into a strategically
managed, public entity constitutes a major topic of study in this thesis.
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Scope of the Thesis - Research Questions
In the light of the substantial and wide ranging reforms to the Australian Public Sector
over the last 20 years, this thesis will consider the research problem of how the public
sector can move towards strategic public management as defined above.

The aim of this study is to examine public organizational planning (both strategic and
operational) and question the extent to which private sector planning philosophies and
methodologies have already and could be applied more relevantly to the public sector.
The major proposition is that private sector (commercial) planning methods and
techniques can be applied selectively by public agencies to enhance their planning and
management effectiveness and efficiency. In particular it is proposed that these
methodologies could prove to be highly beneficial for public service providers seeking to
deliver quality services as part of the contracted purchaser/provider relationship.

The scope of this thesis is to examine the contribution of effective planning in the public
sector in the context of:

•

The evolution and experience of public planning and the application of private sector
planning models in the Australian federal public management cycle.

•

The drive towards strategic management in the public sector.

•

Likely private sector techniques for public agency planning.

•

Case studies of planning in the Department of Social Security and Centrelink and the
application of the Hax Corporate Strategic Planner Model to Centrelink.

Methodology
The research methodology employed for this thesis comprises five main elements:

Review of literature. There is considerable literature in the form of national and

international management texts, journal articles, periodicals and other publications on
public management, strategic management and planning theory in general. Also, there
are numerous Internet sites and other documented sources covering the theory and
11

practice of planning. A wide body of information sources was canvassed to extract the
major themes and theories as background information for the thesis. Strategic and
corporate plans of public agencies, as well as agency and parliamentary performance
reports based on those plans were obtained and analyzed.

Development ofa theoretical model of strategic management for the APS. A series of

different and sometimes competing models for strategic planning and management were
examined as the basis for developing a cogent and process-based planning and
management model for use in the APS. Both dynamic (cybernetic control) and static
(contingency-based analyses) have been studied and related to Centrelink and other
public agencies. A specific but derivative strategic management model has been
constructed using both deductive and inductive processes to create an operational
framework. This framework combines traditional management practices which would
continue to be observed along with changing procedures and activities brought about by
recent reforms as well as those foreshadowed for the future.

Analysis ofpublished plans. The author obtained copies of 41 strategic or corporate

plans from numerous public organizations to effect a qualitative analysis of the format,
content and processes employed by those organizations. Some interviews on planning
processes were also conducted with planning staff in several agencies. No formal, multi
agency survey was developed. One major, practical drawback was the lack of a
standardized format or content for the presentation of public sector corporate plans.
Similarly, there is no uniform legislation providing guidelines to APS agencies on the
preparation, timing, presentation, reporting or implementation of organizational plans in
comparison with US federal bodies which are contained by the Government Results and
Performance Act (GPRA, 1993). Consequently, only qualitative issues concerning
agency roles and functions were able to be reviewed. Therefore, these quantitative issues
were restricted to high level consideration of statistics associated with individual agency
performance being reported against planned performance.

Longitudinal analysis of organization. The major case studies in the thesis are founded

on planning processes and results in the former Department of Social Security (DSS) and
12

its successor delivery agency Centrelink over the period 1990 to 1999. The thesis
reviews early DSS planning efforts, during which the author was a participant, and
subsequent attempts to update and modify corporate plans in the department. The
changing ideas and approaches leading to the introduction of the Commonwealth Service
Delivery Agency (Centrelink) have been examined. Centrelink's quasi-commercial
approach to planning as a service provider to DSS and its role as a contracted provider to
other public agencies has also been analyzed. The corporate aspirations and longer-term
goals of Centrelink and its move toward full scale accrual budgeting have been noted and
discussed.

Application of model and techniques against case study. Following the examination of
Centrelink's current planning arrangements (1998-2003), a private sector planning model
has been used to evaluate Centrelink's future in terms of environmental scanning and the
development of likely corporate strategies for its future operations. An analysis of the
advantages and disadvantages of using this specific commercial model is provided which
may have application to other provider agencies in the APS noting that Centrelink is the
first and likely to be the largest agency established by the Government to perform this
social service function. As such, the application of private sector techniques and
methodologies to this agency might provide valuable insights and lessons for subsequent
implementation by other public bodies.

Conclusions. The findings of the case studies have been compared with the derived
strategic management model for the APS and conclusions drawn. A discussion on
overall findings from the study and the research question has been included. Finally,
comments have been provided on implications for theory, policy, practice and public
managers as well as suggestions for further research.

Structure of Thesis
The thesis comprises three main sections. In Chapter 1 of Section 1, planning is placed
in the framework of management theory and public management reforms undertaken by
successive Australian governments over the last 20 years. This chapter also outlines the
research questions and the methodology used to develop the thesis. Chapter 2 examines
13

the global and local trends in public sector reforms and the growth of public management
with accompanying debate about sectoral differences and other reservations about the
applicability of business concepts to public agency operations. The paper then contrasts
overseas public reform developments (especially in the United Kingdom and the United
States) and the rise of executive agencies with associated trends and changes in the
Australian Public Service. The unique nature of the Centrelink 'experiment' should be
noted.

Section 2 reviews the background to strategic management and its influences to date on
public sector management and planning. Chapter 3 reviews the development and impact
of strategic management theory in the private sector. It then develops an eclectic
strategic management model for the APS and examines the resultant interrelationships
with public management and performance improvement cycles. Chapter 4 investigates
the impact of strategic planning practices and outcomes in the APS and analyzes a range
of APS strategic and corporate plans published within the last 10 years. Finally, Chapter
5 canvasses a series of commercial corporate planning models and techniques for
possible application to public sector planning.

Section 3 contains case studies and a conclusion to the thesis. It examines strategic
planning in two large Commonwealth agencies - the former Department of Social
Security (DSS) and Centrelink. Chapter 6 analyzes DSS planning and implementation
over the period 1990-1997 and evaluates the department's progress against the APS
model. Chapter 7 reviews Centrelink's role and planning as the primary service delivery
agency for the Commonwealth and examines its planning prospects as a provider agency.
Chapter 8 examines Centrelink's strategic framework for 1998-2003 and compares
existing Centrelink strategies with process-related strategies developed by applying a
commercial strategic planning model (EDS, 1994) to Centrelink to determine the
relevance of this application for provider organizations. Chapter 9 summarizes the
findings and conclusions of the thesis and discusses implications for public sector
management theory and practice.
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Chapter 2 Developments and Trends in Public Management

If you look across the developed world it is striking to what extent you see governments of quite
different political complexions all going in similar directions at the same time. (Butler, 1996: 36)

Introduction
The continuing public sector reforms in Western countries aim to improve public servant
productivity and accountability through increased organizational efficiency and
effectiveness. Building on the changing practices of public sector reform in the APS,
how will the sector as a whole move to a more complete model of strategic management?

This section will review the thinking, debates and trends in public management beyond
current practice. Firstly, it will consider the history and impact of APS reforms and
developments in public management. Especially notable in this regard is the degree to
which enhanced 'ministerialism' creates even more public service 'managerialism' in
Westminster-based systems. Next, it will examine the contextual nature of
managerialism and consider arguments about the suitability of commercial
methodologies for public sector activities and operations and the changing role of public
managers. Then, the public management trends and changes in the United Kingdom,
New Zealand and the United States will be examined briefly before considering the
ramifications of further APS reform including significant changes in public financial
management. Finally, APS purchaser/provider arrangements and associated management
approaches will be examined in detail.

Early moves towards Public Management
The public sector reforms of Liberal and Labor Federal Governments during the 1980s
and 1990s introduced highly structured planning, programming, implementation, control
and evaluation of public policies and emphasized the need for more systematic
management of public programs. In Australia, the main objectives of management
reforms have been to redesign APS operations to become more responsive and
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accountable to Ministers and the Parliament; to be more effective, economic, efficient,
and equitable using more rational means to allocate resources to priorities and give
managers greater flexibility in managing resources; and, to streamline staffing policies in
keeping with the mandated principles of merit and Equal Employment Opportunity.
(Zifcak, 1994:92-99)

In response to this change program, the APS has developed a structural and procedural

framework to meet specific goals and objectives, namely:
•

enabling Ministers to more effectively direct and control their departments;

•

having officials respond more positively to governments and Ministers;

•

providing officials with greater flexibility and authority to manage resources;

•

ensuring a greater focus on outcomes and accountability for results;

•

taking a more strategic view of the development, management and coordination of
policies and programs;

•

creating a closer focus on meeting client needs within guidelines established for each
program by the Government;

•

maintaining high levels of probity and integrity; and

•

providing staff with more satisfying and rewarding careers in a personnel
management system based rigorously on merit (MAB, 1993a: 7).

The most notable strategic reforms designed to meet this list of objectives have been:
•

changes to budgetary arrangements, including introduction of the forward estimates
and accrual running costs systems;

•

implementation of program management and budgeting, with its emphasis on
objective setting and performance information;

•

commercialization initiatives;

•

new arrangements for government business enterprises;

•

a government evaluation policy;

•

changes to the people management and industrial relations frameworks; and

•

new portfolio structures introduced with the 1987 machinery of government changes
(Sedgwick, 1994:341).
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Indeed, the Management Advisory Board and the Management Improvement Advisory
Committee, having evaluated the direction and progress of these reforms, recommended
areas for further improvements of APS performance in Building a Better Public Service
(MAB, 1993b). The next phases outlined were to make performance count by
scrutinizing customer needs and service, improving leadership in managing for results,
and promoting a culture of continuous improvement through better people management.

This global movement of reinventing public services is known variously as
Managerialism, Public Management or New Public Management. Indeed, terminological
distinctions have been raised between Public Service Management - 'concerned with
government in the structural sense of a grouping of institutions' and Public Management
- 'governance in the functional sense of a process of steering and conducting policy'
(Metcalf, 1993: 294). More recently, the practice of Corporate Managerialism has been
used to describe the use of commercial concepts and practices in public management to
replace rules and regulations with 'business principles that focus on workplace
accountability, efficiency and effectiveness' (Haynes and Jones, 1999: 71). Whatever the
nomenclature, the movement is founded on commercial business principles of promoting
planning, programmed budgets and evaluation to assess whether planned outcomes have
been achieved. The impact of this paradigmatic impost on entrenched, highly formalized
processes and practices has been relentless and disruptive: as a matter of survival, and
with little choice, public agencies are adopting and absorbing the more financially and
managerially rigorous operational culture sought by Government. The ideological basis
of the managerialist reform movement is 'economic rationalism' pursued by both
conservative and socialist politicians with equal fervour.
The Contextual Nature of Managerialism

The changes wrought by the introduction of managerialist policies to public service
infrastructure and operations mark significant departures from the traditional mores of
the APS and override long held beliefs and values of public officials. For example, in
the UK, Thatcher was determined to change decision processes of Civil Service
bureaucrats away from 'budget maximizing' incremental planning towards more rational
planning by adopting Niskanen's (1971) public choice approach to reforming
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government (Campbell, 1998). Similar policies have been adopted by New Zealand,
Australia and the United States. As with the first waves of reform, there are further
changes planned for the APS which are based, without apology, on private sector
management theories and experience.

This more 'business-like' approach has drawn considerable criticism, especially from
academics, on the inappropriateness of applying private management models and
processes to the public sector (Yeatman, 1986, 1990; Considine, 1990; Painter, 1988;
Jackson, 1988; Bryson, 1986; Uhr, 1990, 1991; Harris, 1990; McGuire, 1989;
Nethercote, 1989). The main objections to managerialism, as summarized by Mulgan
(1995), are as follows:

•

Managerialism has wrong values. The point is made that ideological obsession with
performance achievement, efficiency and cost-containment overemphasizes
'technocratic economic values' is out of place in public policy development and
management. Moreover, a managerialist approach treats the public it is established to
serve and support as clients and consumers rather than as citizens with all the
commercial connotations that those terms imply. Also, managerialism neglects
worthwhile and desirable social values and their underlying principles such as equity,
equal opportunities and social justice as well as high quality policy advice.

•

Managerialism has an oversimplified view ofpolitical values. As a variation on the
previous comment, it is asserted that managerialists wrongly assume that the
purposes of public agencies can be reduced to simplified, measurable targets similar
to profit targets used by private firms. Additionally, they overlook or underestimate
the overriding and complex nature of public interest, a notion that is 'not clearly and
unambiguously identifiable'. Indeed the political character of public interest, with its
conflicting values and convoluted negotiation processes means that public service
accountability is unable to be treated in the same ways as the quantifiable objectives
used by the private sector.

•

Managerialists have mistakenly attacked the concept ofservice professionalism. The
new ideologues are suspicious of the degree that experienced and trained public
servants exercise discretion in determining political ends rather than leaving this area
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to politicians. This is consistent with the public choice contention that public
servants pursue self-interests using their professional mantle as a disguise to further
their own advantage rather than that of the public's. This line of argument displays a
misunderstanding of the role and functions of public administrators whose exercise of
discretion is essential, and indeed inevitable, as simple and unambiguous objectives
are not always as prevalent as in the business world.
•

Managerialism is overconcerned with outcomes. The managerialists concentrate on

results at the expense of concern for how these results are achieved. If these
exhortations to ignore process were implemented, public servants could easily
overlook the importance of following due legal process and acting with personal
probity. By contrast, private companies are not usually entrusted with the
responsibility of providing, on an exclusive basis, vital or essential services to the
public, backed up by legislation. Process is therefore necessary to ensure that
democratic principles of the proper control and exercise of (attendent)coercive
powers are observed, for example, in the application of natural justice as embedded
in administrative law (Mulgan, 1995: 7-10).

While accepting that there is little support for claiming that managerialist theory
concentrates unduly on economic values and cost-cutting, Mulgan considers that the
other concerns have validity if the charges are directed against managerialism in its
unqualified and simplest form. Managerialists are generally over-optimistic in assuming
that government objectives can be clarified sufficiently to provide the basis for objective
assessment of management success or failure. Similarly, public servants are unable to
avoid exercising political discretion and judgment as part of policy development and
delivery. Finally, in stressing results and objectives, the theory can be accused of missing
the importance of due legal process and professional probity (Mulgan, 1995: 8). In the
Australian context, it is also unclear whether the managerialist reforms resulted from
political initiative or from bureaucratic ambition, or a mixture of both.

The resulting amalgam of new and old models provides a different, rather than better or
worse, public service. As Mulgan (1995) observes:
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The present-day public service is not accurately captured by the abstract managerial model (any
more than the pre-1980s public service was accurately captured by the old Weberian model of
public administration with its supposed concentration on process and virtually total neglect of
results). (Mulgan, 1995: 9)

Regardless, successive Australian governments have implemented managerialist policies
and structural reform programs over the last 20 years, beginning with the Financial
Management Improvement Program.

Implementing Change - FMIP and Beyond
The vanguard of change in the APS has been the Financial Management Improvement
Program (FMIP) designed to enable, encourage and eventually to force the public
managers to improve their performance. The then Labor Government's stated objectives
for introducing FMIP in the mid-1980s were to:
•

develop streamlined budgetary processes and regulations which would encourage
efficient and effective public financial management practices;

•

improve decision making, management and evaluation techniques and systems to
assist public managers, Ministers and others to focus on results; and

•

change practices to give managers greater incentive to achieve outcomes and be more
acutely aware of the resource and accountability implications of their decisions.
(Hansard, 1990; Zifcak, 1994)

In practice, the FMIP comprised five main elements: a corporate management approach

to determine goals and priorities for resource allocation to programs and informing staff;
program management to specify results for each program and appoint accountable
managers; organization design to allocate program and functional responsibility by
devolving authority to the line managers; management information systems to provide
managers with timely and relevant information on program performance; and, evaluation
processes to decide if programs were still necessary and meeting outcomes. (Holmes,
1989).
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A Parliamentary review on the progress of FMIP in 1990 welcomed the change in
direction from 'management by regulation, rules and budgetary inputs and, often,
management by crisis' (Hansard, 1990: 2255) but noted that while the concepts of budget
streamlining, improved decision making and enhancing public accountability and
scrutiny had been accepted in the working sense, complete integration of practices and
cultural change were some way off. Almost 10 years later, the FMIP is accepted as a
core set of operating practices within the APS, particularly as a framework for program
funding and reporting.

The Program Management and Budgeting (PMB) component of FMIP grouped portfolio
activities with common objectives into structured programs. Each program then had
published performance outcomes or target benchmarks against which to measure
progress. The Government considered all programs in the context of overall outlay
targets and policy priorities and allocated resources accordingly in the annual budget
process. Public managers then, supposedly, had a clear-cut, rationally based set of
guidelines and resources to monitor and control their programs. Public agencies reported
their performance against these criteria to the Government, Parliament and the public
(DoF, 1988).

PMB required 'clear statements of the objectives of activities, program structures
organized around those objectives, performance information to assess programs and a
formal system to review the efficiency and effectiveness of programs' (Keating, 1990: 9).
After the Budget process, Government bodies obtained Appropriated Funds from
Department of Finance and Administration (DoFA) and resource centres within agencies
allocated these finances to program managers in the form of running costs (salary and
administration funding), property operating costs and capital funds. (These arrangements
are in the process of changing to accommodate the moves to accrual budgeting in the
APS.) Managers were then given delegations of authority to manage funds against
program outcomes and are expected to meet agreed performance standards - as such they
were held to be accountable for all aspects of program administration, implementation,
continuous improvement of performance and problem solving.
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There have been acknowledged problems in applying PMB in departments where
programs were interrelated, clients did not fit neatly into a single program and there were
requirements for cross-program resources and management, for example in 'one stop
shop' outlets (Holmes, 1989). Regardless, corporate or public management for public
structures is seen as both a technique for organizing or delivering government services
and as an important tool for translating government's values, choices and policies into
'tangible and deliverable form' (Weller et al, 1993).

Not only have these reforms taken hold in the APS, they have been extended. The rise of
New Public Management (NPM) and the social and political imperatives and cost drivers
which forced public administration to change so remarkably have been described in
retrospect as follows:
New values drive politicians and the public service. There is greater separation of responsibility
between policy-makers, funders and providers of services. Politicians are moving from a direct
operational involvement in departments to one of policy formation and monitoring of
performance. Departments are contracting out, project managing and monitoring service
provision. People in the community are much more informed and informed more quickly about
Government activities and have a much greater impact on the formation of government policies
than ever before (Armstrong, 1998:12).

The global adjustment to turbulent change has forced governments to question the very
nature of the public policy agenda, the quality of public sector advice and the cost of
public institutions and their operations. In building on the procedural and cultural
changes of FMIP, other initiatives have been introduced to enhance and embellish the
private model. The 'icing' components of NPM incorporate:

•

Cost cutting by limiting budgets and looking for transparent resource allocation.

•

Disaggregating public organizations into specialized agencies which maintain a
contractual relationship with the parent body.

•

Separating purchasers of the functions of public services from those that provide
them.

•

Introducing market and quasi-market mechanisms.

•

Decentralizing management authority hierarchies by creating flatter structures.

•

Introducing 'performance management' with staff working to performance targets,
indicators and outputs.
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•

New personnel policies introducing employment contracts, performance-based pay
and local determination of pay and conditions.

•

Increasing emphasis on service quality by concentrating on customers' needs and
service standards (Pollitt, 1996:134).

Regardless of changes to date, NPM is opposed by traditionalists on the basis of the
sectoral distinctiveness of the public domain.

Sectoral Differences and Public Management
The Australian Government openly exhorts public managers to adopt commercial
practices arguing that, regardless of constituent sector (public, private or not-for-profit),
managers face common challenges and that there are generic management concepts and
processes in confronting the external environment, planning, decision making, organizing
and managing staff, finances, technology, information and the implementation of change
through cross-fertilization. Indeed, all sectors are seen as being capable of learning and
benefiting from each other. For example, government organizations are expected to
enlbrace the concepts of continuous improvement, benchmarking and best practice to
enhance and facilitate strategic business operations, while commercial bodies could
benefit from public experience in the development of HRM issues and in effective
implementation and evaluation of large scale projects and programs. It is ironic that
much of this boundary spanning is accomplished by the widespread employment of
private sector consultants and contractors engaged in management of public sector
improvement projects.

This generic managerialist approach recalls Gulick's (1937) concept of the redoubtable
POSDCORB - planning, organizing, staffing, directing, coordinating, reporting and
budgeting. However, Gunn (1988) contends that applicability and actual use of specific
private processes in the public arena will depend on the circumstances, the scope of
operations, statutory constraints, political direction and the participants in each public
organization. Notwithstanding, the common orientation is to achieve global
organizational goals effectively and efficiently using coherent strategies and well-judged
tactics. These, in turn, need relevant structures, motivated staff and well allocated,
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controlled and monitored resources. Hence, although Gunn accepts that public
management may be different he does not regard it as unique.

The differences in purpose, history, character and operational style between the private
and public sectors have created the boundaries which constrain the scope and extent of
strategic management application and practice in the public sphere. An early definition
of the public version of strategic management characterized its purpose as:
the determination of the basic long-term goals and objectives and the set of rules or patterns
employed by top executives and managers for successful implementation of executive, legislative
and judicial mandates. (Perry et al, 1981: 1)

The authors tested the functions of US public agencies against these criteria and
concluded that structural differences create significant distinctions in strategic
management processes between public and private organizations. They identified five
major propositions regarding the public sector. Firstly, policy directions tend to be more
ill defined for public than for private organizations. Secondly, the relative openness of
decision making creates greater risks and constraints for public sector executives and
managers than for their private sector counterparts. Thirdly, public sector policy makers
are subject to influences from a greater number of interest groups than are executives or
managers in the private sector. Fourthly, public sector management must cope with
greater time constraints and shorter time horizons than private sector management.
Finally, policy formation coalitions are less stable in the public sector and are more prone
to disintegrate during policy implementation. (Perry et al, 1981: 8-16)

More recently, these distinctions were confirmed and others added by the 1992
Commonwealth Task Force on Management Improvement (MAB, 1992). The
investigators evaluated management reforms in the APS and commented that the
organizational values of public servants, in many cases, may differ markedly from the
value drivers of entrepreneurialism and profit motives governing their private sector
coequals. However, there was no indication that adopting best practices from outside the
APS would prevent the Service from retaining or developing its own set of values to
reflect its raison d'etre of:
•

responsiveness to government,
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•

concentrating on results,

•

staffing on merit,

•

maintaining high standards,

•

commitment to accountability, and

•

continuous improvement (MAB, 1993a: 5)

A composite list of the variations and indeed extremes in the contextual nature of sectors
and the distinctive pressures imposed on the strategic management of private and public
organizations is shown in Table 2.1.

1

Characteristic
Primary goals

Private Sector
Profit growth

2

Objectives

Primarily quantitative - results
oriented

3
4

Resource base
Budgeting

Operational returns & borrowings
Portfolio based, demand & price

5

Control

6
7

Performance
measurement
Operational scope

Board of directors - planned
results set in company planning
framework
Mainly quantitative - financial
measure
Marketplace dictates and signals

8

Environment

Market competition

9

Autonomy

10

Stakeholders

Considerable and high flexibility
of response to environment
Shareholders and management

11

Accountability

12

Responsiveness

13

Openness

Limited - increasing consumerism
and environmental protection
requirements
Real time constraints - reports to
shareho lders
Relatively secret - protection of
business plans and products to
retain competitive advantage

Public Sector
Social: mutual benefit; equity;
commonweal; public interest; public
service; professionalism
Mix of qualitative and quantitative 
some conflict -effectiveness of
program versus efficiency of
process
Public revenue and taxes
Political determination - need for
resources to meet policy
implementation
Legislative framework & code of
conduct-budgetinfluence
Complex - mix of qualitative and
quantitative performance indicators
National economic and social
management
Mix of monopoly, monopsony and
competition; collective action
Limited - reliance on cooperation
with other public and private bodies
Executive Government; citizens,
taxpayers and vested interest groups
Extensive reporting measures 
redress through political and legal
means
Artificial or imposed time
constraints - report to political,
legislative and public superiors
Planning processes and
performance relati vely open to
public scrutiny and involvement in
the policy process
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14

Policy development and
directives

Relatively unambiguous
directions from CEO and Board
but complex strategies

15

Structures

Often decentralized, authoritative

16

Rewards

Major consideration for staff
based on performance

Complex and time consuming
policy development with numerous
stakeholders - compromises of
public and political needs cooperation and interaction with
other public programs
Often centralized or mixed bureaucratic, coalitions and political
influence
Less important in maintaining role
of impartial public service and ethic

Table 2.1 Sectoral Differences (Sources: Wanna, O'Faircheallaigh and Weller, 1992; Higgins and Vlncze, 1986;
Stewart and Ranson, 1988; Harrow and Willcocks, 1990)

Of course, the stereotypical image of the public service, with its legendary bureaucratic
bungling and notable lack of charisma, is a safe and regular target for negative comment
and punditry. Politicians, political commentators, business analysts and the general
media can be quite scathing in their condemnation of public officials and their
operations. Interestingly, Bok (1989) suggests that a common disdain for bureaucrats
actually unites opposite ends of the political spectrum. Indeed, the fashions and fads
accompanying public policy and the recurring tendency to be disillusioned with
government bureaucracy and to participate in bureaucrat bashing has led to some
interesting conclusions. Even the failure of local sporting teams has been blamed on a
population flawed by the genes of too many public servants, characterized as those
'lowly bureaucrats, uncaring, sitting behind a barrier of red tape in a tenured job in an
overstaffed, inflexible and unresponsive organization' (Manion, 1988: 236).

More prosaically, Rees (1995) suggests that the recipients of public service, now called
customers rather than clients to reflect the realigned focus on the service ethic, may have
more imagined choices than real choices under public management. Managerialism is,

inter alia, a political response to public vilification of too many bureaucrats hiding
behind barricades of rules and regulations. Consequently, service and duty priorities
have shifted, despite the rhetoric to the contrary, to ensure that duty to the organisation
has first calion employees, followed by a duty to themselves and finally a responsibility
to the client. (Rees, 1995: 20). Other commentators (Savoie, 1989; Higgins and Vincze,
1986) see officials as administrators rather than managers more concerned with
formalized procedures and charged with reconciling politics and administration: the
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development of public management being, in part, meant to educate and familiarize these
'bureausaurs' into the real world. Operators in nonprofit bodies are seen as being unable,
and occasionally unwilling, to quantify objectives and working from ill-defined plans of
action. In these circumstances, the budget becomes a principal and inappropriate control
device because of the lack of connection between objectives and the budget.
The nonprofit's primary concern should be objectives' accomplishment - not expenditure, for
when activity is equated with achievement, the results are often inefficiency and waste. (Higgins
andVincze, 1986: 285)

This effectiveness theme has become even more popular over the last decade blaming
managerial constraints and their attendant disadvantages for the reduction in optimum
management performance of public agencies. In the 1992 transition report for the
incoming Clinton Administration, the US Government Accounting Office (GAO)
reported that public bodies were not meeting improvement objectives or improving
individual accountability and that the entire system was too rigid. In response to this
administrative gridlock, federal managers were looking to the business sector:
Consistent with private sector trends, many federal agencies are beginning to move away from
rigid, centralized, and individual-oriented management approaches to the more flexible,
decentralized, team-oriented, and customer-based approaches similar to those embodied in the
principles of total quality management (TQM). The government needs to continue moving toward
a flexible performance management system that agencies can tailor to their own missions, work
environments, and workforces. (US GAO, 1992: 1)

In summary, the definition, measurement and evaluation of 'customer-related' outcomes

is crucial to the topic of performance in the NPM.
Applying Private Sector Methods in the Public Service
Still, there are strong opinions against the widespread and uncritical adoption of business
approaches within the public arena. Writers, such as Mulgan above, warn against
adopting unexpurgated external management models within the public domain citing the
overriding and special responsibilities of public officials in guarding public interests.
They note the wide range of competing relationships such as balancing the interests of
collective and individual views, gauging the practicalities of representative government
and participative decision making, monitoring the role and responsiveness of the
bureaucracy, reconciling stability and flexibility, choosing societal values and balancing
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institutional continuity against political conflict and change (Gunn, 1988; Stewart and
Ranson, 1988). Indeed, Stewart and Walsh, (1992) have even suggested that the
wholesale, or even partial, adoption of private methodology and practice challenges some
deeply ingrained assumptions of statist and paternalistic public service organizations
such as self-sufficiency, direct control, uniformity of service, accountability through the
political process and standardization of staffing policies. They claim that self
sufficiency, and presumably self-reliance, is diluted by the involvement of other agencies
in developing regulations and by contracting out services and functions. The direct
control of, and continuous supervision by, public hierarchies is challenged by specific
provisions in contracts, performance targets and the introduction of competition.
Uniformity of service, and indeed quality standards, change with more service providers
and a greater emphasis on choice. The traditional accountability of a public servant
through the political process is overtaken by a more direct relationship with the customer.
Notwithstanding, complaints are still channelled through MPs and Ministers to the public
service provider. Standardized staffing and establishment policies throughout the public
service are challenged by greater emphasis on motivation by new pay structures and
separate enterprise bargaining arrangements. No one escapes these major disruptions to
long established and well-understood working arrangements:
Both the administrative and professional cultures are challenged by the entrepreneurial culture, by
the emphasis on performance measures and by the management changes generally. (Stewart and
Walsh, 1992: 510).

As to the detail, management theorists and observers have been debating the applicability
and potential effectiveness of private sector techniques such as strategic issue
management in public organizations for some time (Ring and Perry, 1985; Eadie and
Steinbacher, 1985; Bryson, 1988). The development and management of public policies
can be based on the concept of mission and mandates within internal and external
environments. This approach enables important issues to be recognized and analyzed
quickly, although framing the issues themselves may be problematic if constrained by
planning review schedules (Bryson, 1988: 39).

These commentators are questioning effectively the suitability of commercial
benchmarks as the panacea for public sector managers. They are concerned that
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ideologically based proposals for wholesale change may only be ritualistic or superficial
and that any consequent change would not facilitate solving particular problems but
rather 'express ideological commitment'. (The irony in Australia is that although public
sector reforms were foreshadowed and prepared by a conservative government, they were
championed and implemented by a Labor government.)
The use of market and private sector management methods has been identified as a general
solution to public sector problems. But the introduction of private sector approaches itself
introduces new problems and issues. The public realm must act to reconcile, if only formally,
conflicting interests and values, to pursue multiple purposes, and to enable accountability. The
mechanism of private sector management will not easily adapt to these demands and purposes
(Stewart and Walsh, 1992: 500).

This note of caution echoes earlier sentiments that there is no single or ideal management
model that accounts for 'the range of tasks and functions that government undertakes'
(Metcalf and Richards, 1987: 217). This duality of need and application of method is
supported by Martin (1993) who sees two clear orientations under the public
administration rubric: public service and public management. This in tum leads to
distinctive educational requirements for administrators to fully understand their craft.
Martin discerns the primary purpose of public service to be the implementation of the
public will and that policy implementation is a political act. Administrators should be
exposed to the liberal arts to provide the depth and scope of public policy awareness and
development. Administrative success is measured by responsiveness to the expressed
needs of the polity. On the other hand, public management's prime purpose is
implementation of policies which is essentially a mechanical act of administration.
Administrator's training should concentrate on management with applications to the
public sector. Administrative success is measured by balancing effectiveness, efficiency

and economy of operation. Martin believes that both orientations are needed in public
administration.

Still, some writers warn of the danger of displacement by assimilation whereby public
management detracts from preserving the separation of politics and administration. On
reviewing reforms in Canada, Hodgetts (1992) considers that public management has
become synonymous with government. He believes that any fusion of public
management into the political realm of governance creates a dilemma in keeping the line
between politicians and administrators.
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Regardless of the reservations and theoretical tensions raised by public management
concepts, the APS has generally accommodated the reforms, which were found to be cost
beneficial even though full cultural acceptance had not yet been achieved. (MAB, 1992:
29).

Public Production Processes: The Professional 'Rationalists'
There are also notions of the public sector as an amalgamation of production processes.
Alford (1993) argues that the sectoral differences between public and private sector
management rest in the emphasis given to either the functional elements or the context
perceived by managers themselves. The task orientation favoured by the managerialists
stresses the similarities of managerial operations and techniques. Their critics rely on the
contextual position and point to the undesirability and inappropriateness of private
methods in the public domain noting the endemic, complex, politically turbulent and
manifestly different accountability chain. These reactions are to be expected as part of
'systems politics' suggested by Schick (1969) whereby bureaucrats, particularly
economists and systems analysts, play an active role in determining the distribution of
public goods (see also Niskanen, 1971 and Hall, 1980). Alford considers that both
context and task need to be integrated into a revised framework and has derived a 'public
production process' based on a private sector model of producing and selling goods and
services and resourcing further production. This approach notes that managers in both
sectors:
face similar circumstances insofar as they both utilise resources to produce value for actors in their
environment. Where they differ is in the types of value, environments, resources and productive
capabilities, as developing strands of theory and practice underscore. (Alford, 1993: 138-139)

Where private sector managers use organizational capabilities to produce goods and
services, to sell these to customers in return for resources (which are also obtained from
other services) to maintain or acquire organizational capabilities, public sector values are
driven by legal frameworks, the notion of remedying various market failures and
promoting social equity. The environment combines clients, customers, stakeholders,
taxpayers, vested interests and political players. Resources include public money and the
exercise of public power to maximize public benefit at least cost. Productive capabilities
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in the public sector are seen to be more sophisticated in terms of their application of staff,
equipment, assets and raw materials, as organizational means to optimize production.
Coproduction, or the sharing of these means by contract or other arrangement, with other
bodies or groups can be employed to meet the objectives of Government programs. The
resulting model modifies the usually accepted private production processes as in Figure
2.1 (Alford, 1993).
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Consent

Signals
Authority
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buildings,etc
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Value
Goods/services,
market failure
remedies, equity

Figure 2.1 Public Production Process (Alford, 1993)

Strategically, the public manager looks to set the organizational mission to maximize
'value to citizens and stakeholders while still attracting sufficient consent to provide both
permission and resources for the mission' (Alford, 1993: 141). In operational terms, the
manager has to group, deploy and allocate resource mixtures to ensure a high cost/benefit
ratio and optimize the impact value to stakeholders. In blending the two ideal-type
models, Alford realizes that the practical differences in values, environment and
productive capabilities can provide a myriad of solutions contingent on the particular
permutation of variables at hand.

Gregory (1995) agrees with some aspects of Alford's idea of coproduction but queries
the way in which the value of public or merit goods can be measured and therefore able
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to be improved and more universally accepted. He also characterizes public
organizations as production, procedural, craft or coping noting that each type will have
different uses for resources in creating outputs to support public outcomes.

The influence of the 'logic of productive arrangements' on managerial techniques
adopted by the public sector should not be underestimated. Changes at the source of
strategic management can affect the interests and values of the private sector which can
flow on to the public sector- witness for example the advances in information technology
and communications. This bridging of economic and political theory (Terry, 1995;
Kaboolian, 1998) highlights the fragility of techniques as social constructs and the perils
in choosing one over another to provide benefits. The application of the logic of
production to the public domain:
makes the link to questions of governance by highlightingthe privileging of market mechanisms
and efficiency over competing values (Kaboolian, 1998: 192).

The prime coordinators of this production are the public managers whose roles have
changed significantly in recent years.
The Public Managers and Implementation

The management of public processes that implement government reform programs falls
to the senior and middle managers of the public service. Research by Rainey (1989)
indicates that despite the rhetoric, public managers are more constrained by strict rules,
procedures and limited incentive systems and face more external political contacts and
interruptions. These determinants must affect the motivation, effort and efficiency of
managers and staff alike. Rees (1995) is highly critical of the religious-like fervour of
managerialists and their unforgiving 'dogma, intolerance of critics and gratitude for
compliant staff' which translates into non-culpability if management prescriptions fail
because the organisation or the employees have not followed or completely understood
the prescriptions. (Rees, 1995:25)

Moreover, public managers need to recognize that the revised working environment and
its challenges mean that existing work ethics and cultural certainties will be subject to
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stress and work satisfaction may need to be redefined in terms of shorter-term results.
People management skills will be essential, as workers of long standing may feel
displaced and confused by apparently radical and rapid change. Indeed, all those
transitioning to the new order need to accept stricter operating standards, different
procedures and control structures and fundamental changes to emphasize goal
achievement. Similarly, although downsizing organizations to meet structural
efficiencies will notionally weed out any undesirable, incompatible or nonperforming
staff it will also remove those guardians of the corporate memory: this will be a mixed
blessing for managers in scrutinizing change initiatives and in trying to avoid repeating
past mistakes (Rees, 1995).

Workplace changes must also affect the management style of the public manager
whereby the emphasis on immediate change and meeting strict standards and deadlines
may precipitate a more authoritative form of leadership which, when imposed upon team
based structures and mores, may lead to opposition and even conflict. The pressures for
productivity improvement through managerial fiat are summarized by Rees:
If the priority criteria for assessing quality of life and the performance of bureaucracies are
economic, a technique which single-mindedly applies such criteria can be seen as indispensable.
That technique is management, presented as a symbol of authority, order and control, the powerful
means of improving the performance of anything that the energetic manager touches. (Rees,

1995:17)

The generic list of managerial processes and their associated activities as composed by
Gunn (1988:24) is a sound basis for public managers operating under NPM and is shown
in the Table 2.2.

Managerial Processes
Dealing with the environment

Reactive decision making
Proactive decision making!
strategic planning
Controlling

•
•
•
•
•
•
•
•
•

Activities
scanning the environment for problems, opportunities, trends
and threats
determining relevant and necessary responses
responding to perceived threats and opportunities
troubleshooting and coping with uncertainty
agenda setting - key issue identification & anticipation
setting and prioritizing objectives, appraising options,
implementation, monitoring and control, review and evaluation
choosing mode of control (personal, bureaucratic, cultural)
clarifying goals, performance indicators and tasks
appraising performance and taking corrective action

33

Organizing

Integrating

Influencing people

Managing human resources

•
•
•
•
•
•
•
•
•
•
•

•
•
•

Managing financial resources

•
•

Managing information resources

•
•
•
•

Managing external relations

•
•

Managing change

•
•

making key choices on organizational design and adaptation
differentiating - grouping tasks, departmentalization,
decentralization
integrating or coordinating
at structural level (reorganization)
at processual level (goal setting, budgeting)
at behavioural level (team building, creating strong culture)
at political level (creating power base for coordination)
understanding type and source of authority, power and influence
choosing an appropriate style of managing
motivating, leading, team building, communicating, persuading
managing change, negotiating, dealing with conflict
staff forecasting and planning, staff selection and deployment
staff appraisal, counselling and development
industrial relations, pay and reward systems, employment laws,
contracts and conditions
budgeting and budgetary control
appraisal of major spending proposals, bidding for and
allocation of resources
ensuring value for money, accounting for expenditure
determining information needs, observing actual information
flows
identifying mismatches between information needs/flows
re-specifying information systems and associated technology
needs
dependency analysis, network building, boundary maintenance
building relationships with government, suppliers, customers,
public, media and other stakeholders
management of change - identify need for and carry through
change
management for change - help organization adapt to imposed
change

Table 2.2 Generic Management Processes and Activities (Adapted from Gunn, 1988)

In the public domain, Metcalf and Richards (1987) believe that once bureaucrats become

program managers under the 'accountancy'imperative inherent in managerialism they
will discover four main operational categories: administrator, producer, integrator and
innovator. The administrator performs a system maintenance function by interpreting
and applying general principles to particular cases and working within policy parameters.
The producer is concerned with achieving results within policy and resource constraints.
Innovators emphasize the development of new policies to achieve existing objectives
better or to prompt strategic changes of direction. Integrators use networks to negotiate
terms for interorganizational participation, clarify organizational roles and ensure that
innovators'visions are translated and communicated effectively and meaningfully. These
categories may congregate in particular public service locations or functional areas.
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Administrators may be managers at the service delivery outlets or in quasi-legal review
units. Producers may be middle level managers controlling operational and support
activities or program managers accountable to government for policy outcomes.
Innovators may be frontline staff detecting deficiencies in policy instructions or
application (so called 'street level bureaucrats') or policy staff in program development
groups monitoring program performance which are subject to ministerial change
initiatives and staff suggestions for change. Integrators may be senior or executive staff
overseeing agency operations or particularly the information technology architecture and
infrastructure supporting program delivery.

In another typology, Loverd (1989) also sees government managers categorized by new
operating 'faces' including bureaucratic, political, professional and systems. The

bureaucratic approach ensures impartial adherence to organizational rules. The political
face emerges to seek and secure power to meet tasks and to protect and expand
prerogatives. Professional faces emphasize specialized technical expertise and seek
tasks which will employ their expertise. The systems face integrates and coordinates
activities. In many ways these faces are familiar and accepted as part of the normal
environment in current bureaucracies. Intuitively, most managers have all of these facets
in their makeup with one or two predominating depending on the task, the manager's
position and influence in the hierarchy and the confluence of current events.

Yet another categorization, no doubt fostered by the practical exercise of NPM, is
provided by Considine (1996) who sees government bureaucracy as procedural,

corporate, market or network. Procedural bureaucracy is the traditional form focussing
on due process and rule-following behaviour. Corporate bureaucrats depend on
corporate plans to justify their activities to external actors. Market bureaucrats use
competition (real or otherwise) to enable cost-cutting and even reclaiming policy control
from politicians while deflecting criticism or change. Network bureaucracy seeks value
and rationality by creating a shared service culture.

In all of these typologies, personality, personal choice and organizational patronage will,
by degree, affect the management function within an agency. Any productivity
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improvement will be proportional to the amount of administrative autonomy granted to
executive managers by their political executive and devolved within the organization. In
return, the performance contract with the government involves mutual protection of
power and credibility, not to mention survival, in maintaining a close watch on sensitive
policy issues, service delivery to the public and an agreed emphasis on public reporting
and accountability.

The role of the departmental Secretary as de facto Chief Executive Officer becomes
critical in the managerial environment. Secretaries may need to adopt private sector
persona in coordinating the agency's vision and marketing communications, strategy,
organizational design and culture. Dowling (1993) suggests several approaches for
CEOs which may be appropriate for department heads including pathfinder, commander,
change agent and visionary. Of course, the new terminology is for coaches and steerers
rather than bosses and rowers (Osborne and Gaebler, 1992).

To complicate matters even further, the management and service domains of the private
sector are joined by the policy domain in the public sector which adds very different
skills, knowledge and abilities for public managers (Talbot, 1993). Political skills in
dealing with Government and other bodies, and in understanding political considerations
are essential for public officials. Moreover, they will need to manage service
professionals at a policy level as well as being skilful in 'role identification, clarification
and management' (Talbot, 1993: 14). Overall, public sector managers face several
dilemmas in trying to live up to the expectations of managerialists in that they are

required to:
improve organizational efficiency, so as to reduce costs, while, at the same time, enhancing
organizational performance by meeting the often competing needs of a variety of stakeholders,
within a politico-administrative environment that punishes mistakes and rewards risk-averse
behaviour, regardless of the costs and effort involved in avoiding unacceptable or intolerable
outcomes flowing form administrative decisions. The real challenge is, thus, to change the culture
of risk aversion at all levels, so as to permit some organizational and management innovation to
take place. (Dixon et al, 1998: 179)

However, the acceptance by public managers of the responsibilities associated with the
move to a more business-like approach to public sector management will take time. Still,
some senior managers may not understand the practice even though they accept the
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principles and it may take several years before the new paradigm is an integral part of the
management culture of the public organization (Divett, 1998).
Comparative Public Management Trends in the United Kingdom, New Zealand and
United States
There has been much debate about the reasons for changing long established mores and
practices in the public sector. It seems that the international trends for almost
revolutionary reform can be ascribed to basic societal pressures on government to
improve public services to the taxpayer. Indeed Butler (1996) considers that there are
common influences and circumstances that affect governments across the political
spectrum. Although speculative at best, these influences have been determined as
follows:

•

There have been concomitant demands from the public for more and better
government services as well as reductions in taxes. This combination results in
political pressure for lower cost, high quality services from public agencies.

•

There is greater consumer awareness and higher expectations of public goods and
services which are tailored to individual needs. These commodities are to be of a
high standard and customers should be able to complain or appeal against poor
quality products including adverse decisions.

•

Command structures and hierarchies have been subject to growing distrust and seen
as expensive overheads and administratively obstructive compared to devolved
decision-making arrangements whereby decisions can be made at the point of
delivery.

•

Dramatic advances in information technology and communications have automated
or facilitated many clerical tasks and even sent work, transparently, overseas to more
cost-effective labour markets.

•

In a changing environment of 'increasingly complex, fast moving, internationally
competitive world, there is a premium on highly professional, highly skilled, very
flexible and fast moving senior managers' (Butler, 1996; 41-42).
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What is uncertain in all of this is the source of public discontent that supposedly
triggered this taxpayer's revolt (see for example Proposition 13 in California) in
demanding better and cheaper value for their money. Certainly there has been greater
education of populations and the media can focus attention on public issues with varying
degrees of illumination. However, it may be that it has been the political parties
themselves that have fomented the unrest in their attempts to gain and maintain office.

These international reforms of government institutions seem to be greatly influenced by
the 'assumptions of the public choice approach, principal-agent theory and transaction
cost economics' and employ 'administrative technologies such as customer service,
performance-based contracting, competition, market incentives and deregulation'
(Kaboolian, 1998: 190). This has not stopped the debate about the basic instrumentality
of public services whether that be public administration or public management. Indeed,
it has even included a discussion on the semantic differences between the terms
administration and management (Hughes, 1992). As well, as noted earlier, there is
considerable concern about achieving public management by the simple transfer and
grafting of private management onto the public sector. Simon (1998) accepts that there
are efficiencies to be realized by subjecting organizations to the discipline of the market
and that organizational goals will be 'strongly influenced by the sources of their
revenues, and by the ways in which their productivity is measured'; however, he warns
politicians not to get carried away and attempt wholesale privatization of public services
because there is no evidence of one sector's superiority over the other (Simon, 1998: ii).

The common thread in pursuing public reform appears to be the aim to improve the
strategic focus of government organizations. The OECD Public Management Committee
has identified eight best practice guidelines to assist agencies to implement their strategic
change programs. The guidelines are as follows:

•

Enhance the strategic orientation of government by providing incentives to

organizations by building strong links between results and budgets, ensuring strategic
planning retains its priority and adapting private strategic management techniques to
the needs of both political and managerial aspects of policy.
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•

Understand conditions and set clear objectives, particularly the internal
environmental factors of high level political and managerial commitment, and a focus
on results and positive staff attitudes. External factors include real demands and the
influence of strategic priorities on decision making. In this light, managers must set
realistic objectives and balance the needs of internal and external pressures.

•

Engage in systematic planning activities by using planning techniques critically, and
looking for simplicity and avoiding jargon. Planning processes encourage strategic
thinking and need to be fully supported by managers who seek the active
participation of, or consultation with, stakeholders, customers and staff.

•

Focus on performance and accountability by linking performance measurement with
long-term outcomes and ensuring that information is accurate and relevant to the
public and to government. Responsibility for meeting strategic objectives may
require assistance from across organizations or sectors and need both horizontal and
integrated accountability structures.

•

Ensure vertical linkages through communication and consultation with the
organization's centre acting to coordinate and build consensus in the organization.
Strategic and operational plans can be used as the basis for performance agreements
in setting common goals, autonomy and performance commitment. Targets can be
defined for processes and outputs and operational plans can describe responsibilities.

•

Develop horizontal linkages to coordinate and integrate policies across and within
agencies. Strategic priorities should drive the budget and help align strategic and
budgetary priorities.

•

Foster strategic thinking by encouraging and rewarding an organizational culture of
acting strategically within clearly defined objectives. Staff need to understand and
support organizational strategies and be assisted in their thinking through training and
involvement in planning processes. The emphasis should be to produce simple and
clear strategic plans that focus on key issues.

•

Build strategic capabilities by monitoring, analyzing and responding to changing
needs and priorities in society. Analytical capacity and networking are essential for
aligning and achieving strategic objectives and operational targets. Scenario planning
may assist in building the capacity to consider future development and address
uncertainty. (OECD, 1997)
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The OECD guidelines are intended to improve organizational performance and
coordination and to be more responsive to change. In summary, the GECD considers
that:
A strategically oriented Government organization will focus on performance; link outputs to
outcomes; let strategic priorities drive the budget; build capacity to understand complex problems
and deal with long term issues; reach across organizational boundaries to achieve goals; respond
to needs of stakeholders, customers and staff; adjust to changing conditions; influence its
environment; and focus on key issues. While there may never be an organization that achieves all
these objectives, strategic orientation requires real progress towards them. (DEeD, 1997: 2)

Governments in the United Kingdom, New Zealand, United States and Australia have
turned to the private sector to find better processes, structures and management
techniques believing that a more business-like public sector will rectify past difficulties
and improve performance.
Trends in UK

Major Civil Service reforms in the UK have occurred over the last 30 years, starting with
the 1968 Fulton Report under the Labor Government - see comments on implementation
by Andren (1992) and Campbell (1998). Butler (1996) cites the continuing need for
fiscal restraint and efficiency, as well as the significant impact of IT and communications
advances, as major influences for change and summarizes the main themes of British
reform as follows:

•

The UK Government has formed dedicated agencies to provide specific and targeted

public services. The Chief Executives of these agencies have stipulated powers and
are accountable for their activities.

•

The introduction of competition by untying service links, market testing of traditional
functions, purchaser/provider splitting and delegated budgeting. These initiatives
have forced departments into close examination of their tasks and functions and
evaluating the cost-efficiency of their service delivery.

•

Management structures have changed consequently by opening staffing at all levels
to competition and bringing in 'fresh thinking and techniques' from the private
sector. This has been accompanied by ending standardized pay structures and
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enabling departments to set their own structures according to their needs. (Butler,
1996: 40)

Perhaps the most radical change has been initiated by the formation of provider agencies
for public services. The 1989 'Next Steps' supported the earlier Financial Management
Initiative of 1982 and introduced autonomous and specialized service delivery agencies
to replace the previously unified but unwieldy departmental structure. 'Agency' was
defined broadly as any executive unit that delivered a service for government by forming
contractual arrangements with their respective policy departments and specifying
available resources and performance targets. The remaining rump of the department was
to continue supporting the Minister with policy advice, development and evaluation, and
manage or influence the delivery of government services (UK Govt, 1988a). The
presumption was that the agency would operate within strategic directions set by
Ministers and then 'it must be left as free as possible to manage within that framework'
with the caveat that 'the management of the agency must be held rigorously to account by
their department for the results they advise' (UK Govt, 1988a: 9-11). Agencies were to
achieve 'a clearer demarcation between policy and executive work' with the test of
establishing an agency being 'not whether it will continue to advise Ministers but how far
Ministers need to be involved regularly in its day to day work' (Kemp, 1988:11). In
effect, agencies were designed to 'carry out the executive functions of government' to the
'greatest extent possible.' (UK Govt, 1988b).

The criteria for establishing agencies were revised over the years and according to
Cowper (1996) agency status was reviewed on the basis of whether the function needed
to be performed; if it was necessary, whether it should be privatized or financed publicly;
if a public function, whether the work be contracted out; and, if provided and financed by
government, whether the function should be performed by an executive agency which
would have the independence and capacity to operate effectively.

Zifcak (1995) considers that the creation of stand-alone agencies to promote reform is
transitory and that eventually agencies will move to the edges rather than remaining at
the centre of reform. His preferred approach to reform is to change from within rather
41

than 'to hammer, cajole and persuade from outside' (Zifcak, 1995: 16). Self (1995) is
more critical and highly skeptical of the overall UK agency structure and the ability of a
segmented system of autonomous agencies to deal with social problems. In particular, he
has questioned the contractual nature of government, accountability issues, cross
program co-ordination and equity considerations of Next Steps. Self acknowledges the
UK success in setting charters and targets which concentrate on 'financial economy and
prompt service delivery' but queries the impact of efficiency and its attendant pressures
on prioritizing social service cases and cutting comers to the point where 'weaker
accountability combines with reduced attention to equity to suggest a downward spiral'
(Self, 1995: 340).
Trends in New Zealand
The radical public sector reforms in New Zealand were instigated following poor
economic performance in the 1970s and early 1980s, and after concluding that
government rather than external market factors contributed significantly to the overall
problem. Tanner (1998) contends that the government sector had a change-resistant
system and staffing culture and that decision making was based on outdated and distorted
information. Decision-makers were not really accountable and had little contact with the
areas affected by their decisions. Budgets were based on inputs and had little
relationship to what was been delivered and the needs of customers were largely ignored.
The main things that mattered were the current financial year and, perhaps, the three-year
electoral term of the Government. The answer was to revamp the entire system to
improve Government decision-making by adopting a 'virtuous circle' of 'competent and
adaptive decision making' by four processes: direction, action, reflection and change. By
1993, private sector practices of strategic management had been adapted for use by the
public sector and included:

•

forming and stating a vision for the future;

•

developing goals which will realize that vision;

•

determining a coherent action plan which lines up resources, capabilities and
operational priorities in support of the goals;
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•

engaging the interest and commitment of staff and other important stakeholders
through a process of leadership;

•

monitoring performance against the plan using a balanced set of indicators;

•

adjusting goals and plans in response to performance information and changes in the
wider operating environment (Tanner, 1998: 112).

The resultant decision making model:
combines strong directional signalsabout the Government's priorities (visionand goals),
managerial energy and specificcommitments in pursuit of those priorities (action plan and
leadership), and centralisedco-ordination of managers'commitments and review of performance
againstthose (performance monitoring and fine-tuning). (Tanner, 1998: 112)

The current New Zealand arrangements include setting medium term (up to three years)
Strategic Result Areas (SRA) - a set of major, cross-portfolio policy objectives set by
Cabinet - and associated Key Result Areas (KRA) for Chief Executives of each
department. The KRAs are contained in individual performance agreements and related
directly to the SRAs or to particular organizational aspects. SRAs are reflected in annual
Budget Policy Statements which contain long-term fiscal objectives for the Government
and three-year forecasts of financial performance. The New Zealand State Service
Commission is the watchdog of these arrangements and meets annually with each CEO
and the heads of the three central agencies as part of a 'strategic conversation' to ensure
the alignment of KRAs to the Government's political strategy and priorities as contained
in SRAs. KRAs are driven by the strategic management process and implemented
through departmental operations and output delivery networks.

Halligan (1998) notes that New Zealand's coherent reform framework was derived from
the 'rigid application of public choice and related theory' (1998: 156) and has had
significant impact on the structure and functions of the public service. Goldfinch (1998)
accepts that the New Zealand reforms have been 'touted as exemplars' in producing
efficiency gains but suggests that there were considerable costs accompanying the
transition, with increased transaction costs due to greater reporting and monitoring
requirements. There has also been at least a short term loss of perspective, in that
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qualitative and intangible measures had given way to near-term financial measurement.
Goldfinch summarizes the reform program as follows:
It is likely that the contribution made by the reforms to a better public service was provided by
only certain aspects of the reforms, such as greater managerial autonomy, some changes in
financial reporting, the clarifying of objectives of the public sector, the stress on delivering better
performance and the force of political will. It is possible that these benefits could have been
delivered without the costs and trauma of a policy revolution such as that suffered in New Zealand
and without the complications that have arisen from a sometimes doctrinaire adherence to
contractualism and without the growth of an ever-increasing array of reporting requirements.
(Goldfinch, 1998: 140)

Public Management Influences and Initiatives in the US
Recent proposals and actual changes in governance in the US public sector have been
generated by a growing gap between the expectations of citizens and the real
performance of the government according to DeWitt et al (1994). They point out that
governmental policies and action have not matched the accelerating pace of technologies,
markets and opportunities, and that many public policy programs are outdated and
'struggling to adjust to today's demands' (DeWitt et al, 1994: 171). These problems are
compounded by fragmentation, overlap and complementary programs which have
different guidelines, eligibility and operations. The public employees managing the
programs work under constrained budgets, mismatched. agency structures and confused
responsibility noting the involvement of private and non-profit organizations as well as
public-private partnership arrangements.

The efforts of the Clinton Administration are the latest in a long line of reform programs
seeking to improve and streamline federal government performance, particularly in areas
of planning and budgeting. The major performance budgeting initiatives since World
War Two have included:

•

The Hoover Commission reforms, beginning in 1949 and extending to 1953, looked
to reduce post-war government and proposed a performance budget emphasizing
public outputs.
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•

The Planning-Programming-Budgeting-System (PPBS) was introduced over the

period 1963-1965 and was based on the premise that performance levels could be
identified, separated and analyzed to contribute to better budgetary decisions.
•

Management by Objectives (MBO) was introduced in 1973 and determined to link

specific objectives of agencies to their budgets, and particularly their requests for
resources. MBO also attempted to hold public managers responsible for meeting
agreed outputs and outcomes.
•

Zero-Base Budgeting (ZBB) was initiated in 1977 during President Carter's

administration following its implementation in his home state of Georgia to assist the
executive branch to formulate better budget processes. ZBB agencies were to
establish priorities for results that could be achieved using different spending
amounts including an option that was less than current funding. (USGAO, 1997)

President Reagan followed Prime Minister Thatcher's lead in diversifying public revenue
sources and sought a more entrepreneurial public service. The Bush Administration
made little effort to reform government other than continuing to cut the budget. Then,
like many Democratic Presidents before him, President Clinton created the National
Performance Review (NPR) in 1993 to provide a revised blueprint for federal
government reform. The NPR subscribes and defers to the 10 principles for
entrepreneurial public organizations contained in Reinventing Government (Osborne and
Gaebler, 1992). These new 'commandments' for the management of the public sector
enjoin organizations to steer, empower, compete, fund outcomes, satisfy customers,
decentralize authority, leverage markets and prevent rather than cure. The NPR mission
was 'to create a government that works better, costs less and gets results Americans care
about' (Kamensky, 1999). The NPR, now standing for National Partnership for
Reinventing Government, concentrates on four main areas of public service delivery:

•

Cutting red tape by moving from rule-bound processes to achieving objectives,

simplifying procurement and decentralizing areas such as personnel policy.
•

Putting customers first by insisting on customer satisfaction, listening to the public

and offering more service choices, making public organizations compete and using
market mechanisms to solve problems.
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•

Empowering employees to get results by decentralizing decision making and problem
solving to front line staff using appropriate tools and resources but also being
accountable for their work and results.

•

Cutting back to basics by reengineering work processes, reducing costs, eliminating
unnecessary programs and activities, and by greater use of charging for services
provided (NPR, 1993; Halligan, 1994; Butler, 1996; Kamensky, 1999).

The recommendations in the 1993 NPR Report have been criticized as a 'collage of
fashionable approaches to reforming organizations' (Arnold, 1995: 414). Further, the
report has been described as deriving its concepts and language from an amalgam of
managerial economics, private sector ideas and market operations in an attempt to
distinguish and reinforce the distinctions between policy and management citing the
ideas of public choice, privatization, TQM, reengineering, strategic planning and
organization economics (Carroll, 1995: 304). Moreover, a close examination of the
whole reinventing movement reveals echoes of past efforts to reform the US public
sector according to Moe (1994) who finds striking similarities in the NPR principles with
those of the 1949 Hoover Commission in pursuing an entrepreneurial management
paradigm for government.

Nevertheless, the proponents of US reforms have claimed significant achievements over
the first five years of implementing changes. Among the successes are a reduction of
351,000 in the federal civilian workforce; 85 reform laws were passed by Congress; an
estimated saving of $137 billion were made by agencies; 640,000 pages of internal rules
and about 16,000 pages of Federal Regulations were eliminated; over 570 federal
organizations had committed to more than 4000 customer service standards; and, public
polling had indicated a steady increase in trust in the government (Kamensky, 1999).

One of the more important reform initiatives emerging from the NPR was the
Government Performance and Results Act passed by Congress in 1993 (GPRA, 1993).
The legislation required Cabinet departments, independent agencies and Government
corporations to strategic submit plans to the Office of Management and Budget (OMB)
by September 1997, prepare annual performance goal plans by the same year and report
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actual performance against goals by 1999 (OECD, 1994; OMB, 1994). The
organization's plan is to cover a six year period covering the fiscal year of submission
and at least the five following years; plans are to be revised and updated at least once
every three years. Agencies are to consult with Congress and actively seek responses or
suggestions from interested bodies or those likely to be affected by the plan.

The GPRA is one of a series of legislative changes designed to improve the management,
accountability, effectiveness and businesslike approaches of the US Government. The
Chief Financial Officer (CFO) Act of 1990 provided for chief financial officer positions
in the 24 largest departments and agencies. The CFO Act imposes similar financial
reporting to established requirements in the private sector and for US state and local
governments. More specifically, the 1994 Government Management Reform Act
extended the reach of the CFO initiative and mandated annual audited financial
statements for all operations of the CFO Act organizations. Subsequently, the 1996
Information Technology Management Reform Act required agencies to set goals,
measure performance and report on progress in improving efficiency and effectiveness of
operations by the use of information technology (USGAO, 1997).

While these developments have sought to transform the public sector into 'results
oriented' agencies, it should be noted that a Republican Congress is also attempting to
'micro-manage' programs thereby creating considerable tension in governance terms. In
general, this does not apply to Westminster-based systems where one of the main intents
of the public sector management reforms has been to strengthen executive control over
policy-making. This issue will now be discussed in relation to Australia.
Developments and Trends in Australia
The APS has also been subjected to new laws affecting its management authority and
accountability. The Workplace Relations Act 1996 has enabled agency heads to settle
employee's terms and conditions of employment. Similarly, Secretaries and CEOs have
more flexibility and autonomy in financial management matters under the Financial
Management and Accountability Act 1997. Also, agencies can now adopt their own
processes for recruiting and appointing staff and for staff mobility arrangements and the
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management of poor performance (Williams, 1998: 10). A Public Service Bill
containing a set of APS Values and a Code of Conduct has also been presented to
Parliament by the Howard Government to improve the APS's capability to:
meet market competition; to benchmark itself more effectively against other sectors; to bring
employment arrangements into line with community standards and to promote a stronger
performance culture (Kemp, 1998: 6).

These developments reflect political determination to continue the reform program, albeit
with some changes in rationale according to Homeshaw (1998). The shift in focus is,
inter alia, to:

•

A clearer definition of the character, purpose and ethos of public service.

•

An acknowledged need for a non-partisan and apolitical public service.

•

Leave public service staffing decisions to agencies, except in certain circumstances.

•

A clear statement of the respective roles, responsibilities and powers of ministers,
secretaries and Public Service commissioners. (Homeshaw, 1998: 100)

The implementation of the reforms to date, and the preparations for foreshadowed
changes, have been accomplished using various strategic management frameworks.
McGuire (1989) expressed early concerns about the ability of FMIP to implement
strategic management in public organizations due to three main problems: first, the
difficulty in defining conflicting and changing government objectives; second,
coordinating 'autonomous but functionally interdependent' public agencies; and third,
that any management prescriptions need to take account of public accountability
(McGuire, 1989: 27).

As noted previously, strategic practices differ somewhat from traditional APS
management practices.
Strategic management in the public arena uses the same basic principles as those in the private
sector in its concern with the long term, the integration of goals and objectives into a coherent
hierarchy, recognition that strategic management and planning are not self-implementing and
adopting an external perspective to anticipate and shape environmental change. Strategic public
management 'has an additional ingredient: strategic thinking must be cognisant of the exercise of
political authority' (Hughes, 1994: 180-181).
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The responsibility for thinking and managing strategically falls to APS Managers whose
roles and functions have changed considerably in recent years.

APS Managers
Managers in the Australian Public Service have a wide ambit in managing the
expectations of government and citizens and in putting policy into practice. The
implementation of policy objectives and defined outcomes is generally completed by
agency staff through a service delivery network supported by corporate systems and
organizational procedures. Management operates at the executive or corporate level, at
the business level which groups similar products and services for better coordination,
control and convenience, and at the functional level where agency staff deal directly with
the recipients of the policy in the form of payments, advice, information or other forms of
assistance.

Public managers at all levels contribute to organizational products and services which in
tum contribute to policy outcomes. The various roles and functions of managers include,
inter alia:

•

monitoring and reviewing program performance and related services;

•

implementing initiatives at a national and local levels;

•

directing and reviewing the management of portfolio programs and cross-program
issues;

•

developing new policy proposals and changes to existing programs;

•

giving high quality and timely advice and options to the executive and the Minister;

•

giving support, advice and guidance to the service network on new and existing
policy and programs;

•

monitoring and analyzing societal developments and implications for short and long
term policy;

•

maintaining, reviewing and enhancing legislation, compllter delivery systems,
management information systems, business methods and procedures;

•

informing support areas of future directions and contributing to general infrastructure
planning (property, systems, training)
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•

liaising and negotiating with external agencies whose functions impact on portfolio
programs;

•

liaising with customer organizations;

•

reporting to the Minister, Parliament and Parliamentary Committees;

•

providing information and initiating discussion on public policy issues; and

•

ensuring program accountability requirements are met.

Resource management is central to effective portfolio management and senior public
managers must be alert to the funding requirements of the agency in the context of
overall funding levels for the agency as an element of allocations across the Public
Service; the allocation of resources between programs to meet agreed program priorities;
and, flexible resource allocation within programs including funding of support functions.
The calls for public service accountability have been accompanied by reductions in
budgets and managers have had to look extremely closely at factors such as running cost
arrangements, economic outlook, linking wage rises to increased productivity and
technological advances in attempting to meet Government objectives and program
outcomes. In this environment departments and agencies seek to adopt and maintain a
corporate approach to secure portfolio funding and ensure that funds are used efficiently
and effectively as well as being properly accounted for and reported upon. Indeed,
resource management is the focus of separate and extensive reform in the APS.
Beyond Bean Counting - Transforming APS Financial Management
The financial management reforms which accompany and extend the service
management and workplace relations changes to the APS compel radical restructuring of
the existing resource management framework. The Beyond Bean Counting study (MAB,
1997) looks to greater participation by accountants in providing decision support to
increase organizational effectiveness:
The demand for value-adding financial analysis skills is replacing the need for bean-counting
skills for number crunching and transaction processing (MAB, 1997: 4).
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Boxall (1998) sees the financial reforms in the context of the Government's integrated
reform vision of a more responsive and performance-oriented APS. The reform
components are shown in Table 2.2.

Financial Reforms

Reform Aims

Reform Principles

Accrual-based outcomes and
outputs framework
Increased use of Competitive
Tendering and Contracting
New financial management
legislation

Putting the APS on a more
business-like footing
Fostering a more competitive
environment
Shifting focus from rules
compliance to managing for
results

Greater flexibility

Whole-of-Government
financial reporting on an
accrual bas is

Devolution
Empowerment

Accountability

Performance monitoring and
evaluation

Table 2.2 APS Financial Management Reform Components (Boxall, 1998)

The move from cash-based controls to accrual budgeting, reporting and accounting is
intended to drive performance management that concentrates on goods and services
defined in terms of price, quantity, quality and timeliness. By linking these outputs to
outcomes achieved the proposition is that managers and the Government will be able
(purportedly) to obtain both a clearer assessment of agency efficiency and greater
attention on what is actually delivered (Fahey, 1997). Under this new operating
arrangement, managers are to become more accountable for their outputs and have a
greater understanding of their operating costs as the basis for pricing. The hierarchy of
accountability sees ministers and the Government responsible to the electorate for
achieving outcomes, ably supported by a performance-managed APS framework that
directs and balances output production against policy outcomes. Boxall stresses the co
management aspects of outcome management through the 'essential partnership between
ministers and public servants in setting and achieving government outcomes' (Boxall,
1998: 41).
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DoFA (1998) sees outcomes at several levels; high level outcomes are intended to
provide long term results to individuals or the community and define linkages to
government objectives or impacts - these outcomes address complex issues and are
assessed using evaluation studies. Intermediate or lower level outcomes measure specific
and short term effectiveness against objectives. DoFA have discerned six lessons for the
APS on outcomes and outputs as a result of overseas experience:

•

There must be a sequence from high level outcomes to measurable outputs. There
will always be difficulties in prioritizing the timing and effort required for
deliverables and DoFA suggests that agencies clarify outcomes first and then
determine implementation strategies or procedures necessary to achieve them - this
effectively links outputs with outcomes.

•

Clarify who is accountable and responsible for outputs and outcomes.
Accountability is associated with praise or blame for results achieved and should
relate to the influence an agency has on obtaining results. Responsibility concerns
positive and dynamic action resulting from empowerment to participate in getting the
required results. The reporting against outputs and outcomes looks at capacities to
obtain information and analyze results against performance standards.

•

Reporting on outputs and outcomes requires a performance culture of clarity and
trust rather than one ofblame. Public servants are encouraged to move to a 'non
blame culture' where reporting establishes if strategies and actions are correct and
seeks to identify and understand the nature of exceptional circumstances and the
reasons for system failures before affording any blame. This focus on outputs and
outcomes provides results-related information for managers rather than simple
activity reporting.

•

Choose the monitoring methods according to the nature of the products and the
degree ofdifference between outputs and outcomes. Competition will invariably
increase the diversity of service providers to provide more feedback on the impact of
services under contract. Monitoring will depend on the nature of the products and
services: standardized products, such as roads, will have predictable and repetitious
characteristics and hence infrequent reporting needs, while coproduced services
involving customers may produce information not directly related to the effectiveness
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of the activity, such as health visits, and require continuous monitoring and
evaluation against outcomes.
•

Pitch the monitoring of output and outcomes at the appropriate level of the
hierarchy. Agencies need to match the monitoring of outputs and outcomes to

appropriate levels in the organization and not necessarily to the hierarchical structure.
The questions of who monitors and when and where and from whom that person gets
the information will depend on the usefulness and frequency of monitoring to
managers.
•

Manage the diversity of expectations of stakeholders in order to obtain good
information on outputs and outcomes. Depending on the mix of service providers,

and the various management layers, one party's outputs can be another's outcome.
This is evident in the number of levels of government involved as local stakeholders
will have very different interests, constraints and resources to those at regional or
national level. Providers may prefer outcome targets rather than outputs to assist in
reengineering delivery or operations while purchasers may prefer output targets for
better monitoring of contracted deliverables. Regardless, incentives should be
devised to encourage stakeholders to participate in measurement and evaluation
(DoFA, 1998).

The accrual accounting and reporting (accrual management) system being introduced to
the APS calls on private sector experience to show full expenses incurred and revenue
earned using the operating statement to provide a more accurate picture of financial
results than cash accounting. The balance sheet provides complementary information on
financial strength and continuing viability at agency and whole of Government levels. In
a major change, the 1999-2000 Budget was prepared on an accrual basis using specified
outcomes and outputs from agencies (Fahey, 1997; MAB, 1997; Boxall, 1998).

The Howard Government also sees contestability as a major reform initiative to filter out
unnecessary functions performed by the APS. Retained functions need to be delivered
more efficiently and effectively through such means as Competitive Tendering and
Contracting (CTC). This is meant to be a transparent process that calls for tenders from
internal and external providers to select a preferred supplier against published selection
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criteria. The selected tenderer then enters into a contract to provide the advertised goods
or services (DoF, 1997). The process is also meant to ensure that competition with the
private sector is based on competitive neutrality. One of the more contentious market
testing exercises under the aegis of CTC is the intended outsourcing of Government
Information Technology, especially in the light of the mixed reviews of similar
approaches in Canada and the UK (Margetts, 1999).

The performance management framework introduced to the APS aims to make it easier
for Parliament and the public to track results against plans as the Portfolio Budget
Statements and Annual Reports will be more closely aligned in both structure and
content (Boxall, 1997).

The adoption of strategic management concepts and accrual budgeting means that the
organization design of APS agencies will reflect, eventually, a more business-like
orientation and mirror private sector levels of organizational strategy as follows:

•

Corporate strategy will be instrumental at the executive level in developing,

controlling, reviewing, refining and changing portfolio policy outcomes and service
standards in line with Government guidelines and legislative programs.
•

Business strategy at the senior and middle management level will determine planning

and monitoring of implementation, and application and review of outputs
contributing to outcomes in a service networks.
•

Functional strategy at the operational level will drive the management of resources,

procedures and processes to implement products and services, support all aspects of
implementation and the reporting of actual against planned outputs in the field.

This new (to the public sector) organizational typology will apply to those departments
which retain responsibility for complete, end-to-end processes of developing,
implementing and delivering policies to the public.

As noted earlier, observers have expressed concern about the implementation of strategic
management practices in public frameworks (McGuire, 1989; Hughes, 1994) particularly
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in dealing with conflicting objectives, coordination of interdependent agencies, public
accountability and the capacity for strategic thinking. This thinking may be lacking and
there may be other shortcomings according to Johnston (1998) who has reviewed the
literature on the impact of strategic management models adopted by federal and state
public sectors in Australia. She concluded that existing, prescriptive models of
management were flawed as: practices used were not really strategic; the lack of
environmental analysis had led to a task focus on management improvement without
proper attention to required resources; incremental internal management had been
achieved but was not a primary objective of strategic management policy; managers had
lacked technical expertise; corporate planning was problematic in policy development
areas; and, the cost-benefit and effectiveness of corporate planning was questionable in a
public sector environment (Johnston, 1998: 203-204). Notwithstanding these defects, the
managerialist model is 'entrenched as an important part of government's efficiency drive
for the public sector' (Johnston, 1998: 214).

This efficiency drive is manifest in the operations of purchaser departments and provider
agencies.

Commonwealth PurchaserlProvider Arrangements
PurchaserlProvider (PIP) arrangements have been implemented by governments in the
United Kingdom and New Zealand. France and several Australian States have also
adopted the concept to clarify programs and rationalize areas of responsibility, processes
and financial commitments. The Department of Finance and Administration defines PIP
as a management tool along with Benchmarking, Business Process Reengineering,
contracting to other public sector organizations and Competitive Tendering and
Contracting. DoFA sees a PIP arrangement as one in which the purchaser decides what
will be produced and the provider delivers the agreed outputs or outcomes (DoF,
1997:20). The Federal Government is pursuing a contestable environment for the public
sector and is employing the PIP concept to further wholesale contracting and outsourcing
in an effort to improve responsiveness and accountability.
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The separation of the purchaser of services from provider, or the principal from the
agent, results from public choice theory (Viljoen, 1994: 57). The theory reverses the
long accepted practice that government dictates and manufactures products and services
it believes its public consumers require. PIP arrangements suggest a more commercial
approach which allows the public greater freedom of provider choice. Service providers
need to reorient their thinking and embrace strategic analysis of stakeholder needs,
consider strategic choice development of the best ways of providing those services and
products, and adopt strategic implementation to manage their total operations in support
of their revised corporate objectives (Viljoen, 1994).

This New Public Management objective of shifting power from producers to consumers
is achieved by breaking down monopoly providers or introducing new types of
regulations to set service standards. There are corporate governance issues associated
with the control, management and accountability required to ensure that the interests of
all parties concerned are aligned and that the organizations involved are operated for the
benefit of the principals, investors and the public (Mayer, 1966; Ferlie et al, 1995).

The application of an essentially economic/management approach to define cost
advantages on the separation of ownership and control to public sector management is
questionable and designed mainly to increase the control of the bureaucracy by the
politicians according to Stewart (1997). Notwithstanding, Keating (1996) sees the
emergence of public sector PIP relationships as a logical development of giving clients a
choice of providers to deliver services. The purported benefits of separating the provider
from the purchaser include improving working relationships and clarifying
responsibilities, minimizing conflicts of interest, facilitating contestability and
competition, enhancing accountability, increasing managerial autonomy, improving
client responsiveness, reducing client 'capture' and assisting managers to prioritize
activities (DoF, 1995).

It is interesting to note the change in DoF thinking from 1989 when Holmes (1989: 33
34) criticized the movements in UK and New Zealand to separate policy and delivery.
Indeed, Holmes mentioned the debate following the 1978 Report of the Task Force on
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the Coordination of Welfare and Health (the Bailey Committee) looking at social welfare
and whose recommendation was to form 'a megapolicy department and a separate
delivery organization'. Holmes saw this approach as institutionalizing a fundamental
weakness of public administration and he lauded the fact that FMIP and PMB would
draw policy and delivery closer rather than separating them further (Holmes, 1989: 34).
However, Holmes did concede that PMB would create some ambiguity in the blurring of
responsibilities between outputs and outcomes.

To achieve these benefits of separation, the proponents of service agencies believe that
there must be a clear distinction between the roles of public purchasers and public
providers with funding going to the former rather than to the latter in accordance with the
traditional APS practice. Keating notes that this model:
requires the outputs and outcomes to be achieved to be clearly defined in contracts with the duties
and obligations on the parties specified in the contract. The providers are typically responsible for
delivering services in the most cost effective way which respond to their clients' needs as set out in
the contract. Purchasers are responsible for clearly setting the standards of what is expected and
for monitoring the outcomes. (Keating, 1996: 7)

Keating considers that PIP arrangements clarify the setting of targets, standards and
operational protocols covering the workings of the agreement and ways to resolve any
conflicts. This holistic approach seeks to reinforce previous dicta on results,
competition, innovation and client participation in the co-production of public services.
The goal is to replace the direct funding of programs controlled by delegates who were
either tightly constrained by rules or exercised a very broad discretion due to the lack of
clear targets. Keating also considers that the PIP split enables greater attention to be
placed on 'client characteristics and requirements' which in tum supports better targeting
of services and more defined program objectives. This should lead to more
comprehensive information on performance, and, consequently a greater knowledge of
the impact of outputs and the evaluation of outcomes. To come full circle, a better
evaluation of programs provides information for managers to focus more closely on their
clients and pursue improved performance against objectives (Keating, 1996: 7).

Keating notes that the relationship between the Commonwealth and the States is a broad

PIP model that provides lessons on both the successes and failures of the approach. Still,
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the public/private sectoral differences noted by Stewart and others must be considered
where defining competitive markets and capitalization contrast sharply with funding,
ownership, policy making and policy implementation. In practice however, public
agencies have been established in New Zealand, the United Kingdom and Canada as
'quasi-autonomous bodies within portfolios focused on and structured around the job to
be done' (DoFA, 1998a: 2). These organizations have clear targets, outcomes and
outputs, and specific charters to improve service delivery. At the same time there is a
contractual arrangement that maintains links with the portfolio Minister's policy
machinery.

Lessons from overseas experience in establishing agencies indicate that governments
need to:

•

focus clearly on client responsiveness by creating a more devolved organization to
facilitate operational management;

•

appoint a strong and competent CEO to provide clear direction and commercial
discipline while keeping the balance between a business culture and the political
operating environment of the agency;

•

set boundaries on the autonomy, responsibility and accountability of the agency in
explicit policy and resource agreements;

•

establish co-ordination arrangements and co-operative partnerships between the
Department and the agency to facilitate policy development and performance
feedback;

•

develop effective performance measurement and reporting systems in the agency; and

•

ensure consistency between the agency's outputs and the outcomes sought by
Government (DoFA, 1998: 2 - 6).

The most notable example to date of the implementation of the PIP model in the
Commonwealth is the establishment of Centrelink as the provider of welfare services to
the public on behalf of a range of Government departments including the Department of
Family and Community Services (nee Social Security) and the Department of
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Employment, Education, Training and Youth Affairs. This topic is discussed in Chapter
7.

The major processes and divisions of responsibilities within Commonwealth PIP
arrangements for the various management levels in purchaser and provider organizations
is shown in the Figure 2.2.
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Figure 2.2 Public Sector PurchaserlProvider Model

The detailed planning effort by the Provider in preparing a comprehensive list of
measurable and quantifiable outputs which contribute to the outcome (program-based)
classes of the Purchaser's portfolio require new perspectives and skills of public
managers . Both parties will contribute to the design of products services and
performance standards , although the focus will differ between the policy and
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implementation aspects, and priorities will vary depending on the layer of management
(corporate, business or functional) involved.

The Purchaser will concentrate inevitably on policy development and the Provider will
concentrate on service delivery and related management aspects. A business partnership
arrangement, or service level agreement, will be negotiated to incorporate agreed service
requirements and associated prices over specified periods. The amount of effort and
resources devoted to these revised functions and roles requires careful priority setting in
line with the strategic objectives of both the Purchaser and Provider.

In the Purchaser department, the executive and senior managers will have most interest in

the policy and product design areas. Middle level managers and operational staff will
have less interest in the policy aspects but maintain watching briefs on policy and
perhaps have greater informal contact with their provider counterparts. Executives in the
Provider agency would have a similar degree of interest and participation in designing
products and delivering services as their opposite numbers in the provider department.
Senior Provider managers would look more to the operational aspects of product design
and implementation than to policy issues while middle level Provider managers would
have greater interest in service delivery mechanisms and feedback with about the same
degree of interest in product design as their purchaser counterparts. Finally, operational
managers and staff in the provider organization would have little interest in policy and
design but concentrate on delivering services to the public.

These rearrangements represent a significant change in the development and management
of public policy and service delivery, and departments and agencies will continue to
adjust their management styles and operations. Dixon et al (1998) have summarized the
attendant leadership challenges of both purchaser and provider managers as: redefining
basic business purpose and core beliefs; creating an organizational vision in terms of
structures, culture and performance standards; defining medium to long term strategic
objectives; planning and resourcing the structural and procedural changes required; and
empowering group leaders (Dixon et al, 1998: 178).
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The Centrelink study to follow will test these presumptions and assertions so that the
agency can be considered as a 'pilot site' for future organizational design.
Summary

This chapter has reviewed the remarkable changes brought about by public sector
reforms over the last two decades. From the early managerial changes in structures and
processes introduced by the FMIP to the 'marketizing' of operations in the 1990s
(Halligan, 1998), the APS has undergone a transformation driven by political and
economic forces to be more business like, even 'entrepreneurial'. Public management
has embraced the values and mores of private sector strategic management to effect
greater efficiency, effectiveness and economy as well as inducing greater accountability
and providing better products and levels of service delivery for the Australian public.
Critics have rejected this bridging of the public and private sectors as inappropriate and
have condemned the incompatibility of business techniques in a politically managed
environment (Stewart, 1995,1997; Johnston, 1998). Nevertheless, the APS has begun to
absorb the changes, endorsed by the OECD, and is applying the lessons from prototype
systems in other Westminster nations and in Washington DC. The reform program is
continuing and recently introduced changes such as market testing, purchaser/provider
arrangements and accrual budgeting are yet to mature. This ever changing face of public
management aspires to a more business-like and mature model of strategic management
for the APS. In the final analysis, in Westminster systems the ministerial executive has
generally triumphed and Caiden's 'Career Bureaucracy' is much reformed. It will be
argued in later chapters that Centrelink exemplifies this new approach.

The next section examines the theory and practice of strategic management and strategic
planning within the public management framework of the APS. Later chapters will study
Centrelink as a relevant subject to alert analysts to the conceptual and public policy
debates attending such 'radical' changes to public sector management of service delivery
practices.
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SECTION 2 STRATEGIC MANAGEMENT, STRATEGIC
PLANNING EXPERIENCE AND MODELS FOR THE
PUBLIC SECTOR

62

Chapter 3 Moving to Strategic Management in the Public
Sector: Background Factors

Introduction
The Howard Government sees the public service as a key institution that supports
Australia's democratic system and is looking to build on its existing strengths to create 'a
more relevant, efficient and innovative, world-class Australian Public Service' (Kemp,
1998: 1). As part of this change management process, the Government is encouraging
public service leaders to 'adopt and apply' the values of high performing organizations,

viz a customer focus, quality and productivity, flexibility and continuous improvement,
trust and integrity, openness, cooperation and involvement, personal growth, security and
dignity (Kemp, 1998: 1-2). This values checklist needs to be considered in the context of
the Service benchmarking itself against all other sectors to identify areas of improvement
and to determine whether some or all of its products and services would be delivered
more effectively by the market.

The proposed, continuing reform agenda includes a revamped and much simplified
Public Service Act, to bring in Public Sector Values and Code of Conduct, to introduce
more flexible operational guidelines, to increase accountability and to make radical
changes to the APS employment framework (indeed, several of these initiatives have
been introduced already). Assuming an agency survives this transition, to which it has
long been sensitized, adjusted and restructured over the past decade following Labour
Government reform initiatives, it will need to employ effective organizational
management techniques and methodologies to continue to survive and indeed retain a
measure of credibility.

Strategic management practices have the potential to assist public sector managers to
meet the changing needs of the Parliament and its stakeholder groups. The concept and
processes of strategic management are not new and the methods have evolved in the
private sector as useful and all-embracing mechanisms to delineate business needs, set
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objectives and to formulate and implement strategies to meet specified performance
levels within set resource constraints.

The following sections describe the theoretical underpinnings, basic tenets, history,
advantages and disadvantages of strategic management. Models and paradigms of
strategic management are then reviewed to provide a basis for developing an
evolutionary model of strategic management for the APS. The stages of the proposed
model are examined in detail and in the context of public management processes
followed by the Australian Government in developing and implementing public policy.
Finally, an assessment will be made of progress to date in working towards a
comprehensive and effective model of strategic management for Australian public
agencies.
The Emergence of Strategic Management

Strategic management is a contemporary approach which enables business and public
leaders to cope with the scale, complexity and rate of change within and outside their
organizations. Appelbaum (1991) describes strategic management as a synthesis of the
actions used to gain clear competitive advantage (strategy) and the processes used to
realize organisational objectives by leading staff (management). A more formal
definition of strategic management is:
The process of identifying, choosing and implementing activities that will enhance the long-term
performance of an organization by setting direction and by creating ongoing compatibility
between the internal skills and resources of the organization and the changing external
environment within which it operates.
(Viljoen, 1994:4)

Viljoen's model of the process of strategic management is shown in the Figure 3.1.
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Figure 3.1 Strategic Management Model (Viljoen, 1994)

The Viljoen model relies on clearly expressed organisational mission and values, and a
strategic information system to support a cyclical process of analysing current strategy,
determining directions, evaluating choices and implementing preferred strategies. Once
plans are put into practice, their effectiveness is reviewed, evaluated and controlled with
relevant feedback provided to the information system, mission and values. Similarly, the
US Federal Benchmarking consortium sees strategic management as an integrated
approach to build consensus on a vision of the future and a clear mission for the
organization. The management aim is to gain the support and participation of the people
in the organization to identify and implement specific and necessary changes and
subsequently assess improvements in organizational performance (NPR, 1997).

This approach to organisational development and design has evolved reasonably rapidly
over the last half of the Twentieth Century although the principles have been employed in
military doctrine for at least a millennium. Indeed, military philosophy and lexicon have
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come to dominate modem business mores with the Art of Business seen as
complementary to the Art of War (Sun Tzu, 1997). Sun Tzu, in particular, has been
identified as a military theorist and practitioner whose strategic principles are seen to be
appropriate to commercial competition and business campaigns. Sun Tzu's
pronouncements on preparation, organization, offensive strategy and tactics, resource
disposition and application, communications and manoeuvre are touted as useful
guidelines in the conduct of modem business management and activities (Thigpen,
1997). For example, Sun Tzu's Six Principles have been adapted to represent the
following prescriptions for the modem CEO:

•

Capture your market without destroying it.

•

Avoid competitors' strengths - attack weaknesses.

•

Use foreknowledge and deception to maximize the power of business intelligence.

•

Use speed and preparation to swiftly overcome the competition.

•

Use alliances and strategic control points in the industry to shape your opponents and
make them conform to your will.

•

Develop your character as a leader to maximize the potential of your employees
(McNeilly, 1997).

This contemporary interpretation of ancient 'rules' leads to a closer examination of the
history and development of strategic management.
History

The translation, interpretation, adjustment and application of military tenets are typical of
the eclectic nature of strategic management which garners concepts, frameworks, ideas,
typologies and theses from a wide range of disciplines including engineering, political
science, sociology, organizational psychology, industrial economics and business
practice.

Early texts on administration in the modem era presented planning as preparation for
action and giving meaning to action. Gulick, acknowledging Fayol's earlier functional
analysis of organizations, considered that planning was the primary, functional element
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of the chief executive's strategic role in determining objectives for the organization and
the ways and means to achieve the overall mission. He believed that planning was:
'working out in broad outline the things that need to be done and the methods for doing
them to accomplish the purpose set for the enterprise' (Gulick,1937: 13). The increasing
industrialization and manufacturing competition of the 1930s spawned business planning
by emphasizing the importance of price as well as quantity in improving the production
cycle (Greisler and Stupak, 1996). Other observers in the 1930s and 1940s, including
Simon and Barnard, contributed to the growing literature on the essentiality of planning
as an organizational function.

These ideas of internal process improvement and input/output control were advanced and
applied on a large scale as part of operational research to World War Two campaign and
logistics planning for the international movement of weapons, troops and supplies
(Barnett and Wilstead, 1988). The neutrality of planning as a technique suggested no
intrinsic goals and indicated a continuous method of approaching problems. Plans were
not rigid and final entities but needed to change in the face of new factors or
environmental circumstances. The responsibility for planning rested with 'those who
direct organized effort' (Marx, 1946: 122). Most particularly, commentators stressed the
interrelation of planning activities, from the continuous planning cycles at all levels, the
review of existing activities and results, and the formulation of new objectives.

Modern long-range planning and management practices in the private sector were built
on wartime experience and aimed to project environmental trends and to establish
objectives and programs to stabilize and guide the firm's operations into the 1950s.
Drucker characterized this adjustment to turbulent environmental conditions as a need to
foresee likely future events, and that organizations would require strategies that:
'anticipate where the changes are likely to occur and what they are likely to be, strategies
that enable a business to take advantage of new realities and to convert turbulence into
opportunities' (Drucker, 1980: 4).

Planning, Programming and Budgeting Systems (PPBS) were introduced on a limited
basis in the late 1940s and early 1950s. In the 1960s, the emphasis moved to business
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policy and entrepreneurial decision making by company executives to develop
production and marketing systems. Chandler's studies of the evolution of industrial
enterprises in the US in the early 1960s revealed the effect on structures as a result of
different growth strategies over the organisation's lifecycle. His conclusion that
'structure followed strategy' in transforming simple, owner-managed firms through
functional management structures to the multi-divisional corporation, and that the 'most
complex type of structure is the result of the concatenation of several basic strategies'
(Chandler, 1962:14). Chandler's review covered the incredible expansion and industrial
turmoil of the previous hundred years and demonstrated that strategic management
practice long predated its 'emergence as a field of study and normative theory' (Forster
and Brown, 1996:23).

By the 1970s, functional managerial efforts were being coordinated under strategic
planning to set specific corporate goals after analyzing market opportunities and threats
and assessing company strengths and weaknesses. Modem strategic management theory
was pioneered by Ansoff in his 1960's examination of the need for a different
organizational behaviour in operations compared to that in the strategic levels in a firm.
He contrasted incremental options to entrepreneurial behaviour and reasoned that
managerial activities of guiding and controlling the future of the firm were strategic in
nature and fundamentally different in their scope and detail. He saw responsibility
resting with strategic managers to establish objectives and goals for the organisation and
to maintain relationships between the organisation and its environment. These
relationships, or strategies, enabled the organisation to meet its objectives, be consistent
with the organization's capabilities and be responsive to the changing demands of the
environment. Apart from overseeing the manufacturing of outputs such as products and
services using inputs such as financing, staffing and information, Ansoff believes that
strategic management produces 'a set of social behaviour rules which permits the
organization to continue to meet its objectives' (Ansoff and McDonnell, 1990:243). This
translates to a potential for future fulfilment of organizational objectives which combines
with associated internal structures and dynamics to create a highly responsive business
venture.
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Ansoff described the 'boundary riding' activities of managing the
environment/organization interrelationships as essential for the firm to meet its plans
consistent with its capabilities - its strengths, weaknesses and unique competencies 
while maintaining reactivity with the changing demands of the environment. Writing in
the 1970s, Ansoff foresaw a management-systems-manufacturing approach with strategic
management controlling and directing resource inputs to produce profitable products and
services as well as reinforcing organizational behavioural norms directed towards
continued achievement of goals. Another by-product of strategic management is a highly
responsive structure, logistic capability and organisation dynamics to 'sense and interpret
environmental change, coupled to a capability to conceive and guide strategic response'
(Ansoff and McDonnell, 1990: 243).

Managers in the 1960s and 1970s acknowledged that a more systematic approach was
needed to organize and control business units and that budgets should be extended
beyond the current financial year. Strategic management emerged in the 1980s to build
on strategic planning by extending the analysis to the firm's industry and to each
business unit's strategy in addition to spreading the formulation, implementation and
monitoring of corporate strategy throughout the company (Barnett and Wilsted, 1988:7
8).
Management writers have advanced this growing body of knowledge with major contributions
from the 'shapers and movers' - Andrews, Chandler, Ansoff and Porter - who delimited strategy
concepts, definitions and methodologies (Moore, 1992).

Strategic management is effectively organizational adjustment which seeks to achieve
superior performance by matching capabilities with the environment and selecting
relevant and appropriate strategies (Emery and Trist, 1965). A stable and relatively
benign environment enables the executive to manage and react with minimum delay to
adjust to changes. However, wildly fluctuating market forces and rapid advances in
technology, political, social or economic spheres requires longer range planning and a
more balanced development of immunisation to offset the impact of the environment.
The Harvard model of business policy came to emphasize the role of top-level, generalist
strategic managers and the application of their knowledge, skills and attributes in guiding
the organisation towards its long-term destination (Andrews, 1987). Strategic forecasting
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or planning became a logical extension of this environmental impact planning to consider
different organisational scenarios, choices and contingencies in broader, longer-term
prospects. A further extension into strategic management considers the complicated
roles of overseeing corporate portfolios and product markets by comprehensive analysis
and strategy formulation and implementation (Barnet and Wilsted, 1988; Lewis, Morkel
and Hubbard, 1993).

The path to strategic management is littered with tenuous amalgamations of various
disciplines all aimed at improving corporate strategy and obtaining better business
outcomes. Management principles have waxed and waned and there has been a stream of
fads trying to discern and deliver the fundamentals of lasting success to enterprise
managers. The growing complexity of industrialized society has created an increasingly
turbulent environment and variability in external forces acting on an organization. At the
same time, internal operations have had to respond to greater efficiency pressures to
ensure competitive environmental fit and lifecycle advance. This has precipitated a flow
of changing managerial concepts and practices which has consequently modified working
structures of organizations and internal operating systems and procedures. It is important
to note the many advances that have influenced the current structures and systems of
private sector strategic management that have become the benchmark for government
reforms of the public sector.

Figure 3.2 is a diagram of strategic management evolution based on research and
observations by a range of management pundits including Ansoff (1990), Davis and
Devinney (1996) and Forster and Brown (1996).
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Figure 3.2 Evolution of Strategic Management Models and Techniques

Strategic Management Leadership
The role of executives and general managers in formulating and implementing strategic
options is critical and the impact of their decisions on strategy will determine the odds of
survival for the organisation. Most pundits observe that strategic management including
operational control requires strong leadership to determine and decide the choices and
changes in the organization. Drucker believes that strategic decisions need to involve
managers discovering or changing the actual situation as well as determining current or
required levels of resources. All managers are required to make these strategic decisions
and the higher and more influential their organisational position, the more decisions are
71

required (Drucker, 1961: 311.) Leaders need not only to manage organizational
improvements and have stewardship of individual functions but they must manage
strategy by 'defining and communicating the company's unique position, making trade
offs and forging fit among activities' (Porter, 1996:77).

Even the hypercritical Mintzberg (1973) has identified three modes of strategic
managers. The entrepreneurial manager seeks new opportunities and growth
aggressively and is willing to take bold and risk laden action to meet ambitious goals. A
different approach is taken by the adaptive manager who reacts to problems and is more
conservative and risk-averse in decision making - as in the stereotypical bureaucrat.
Finally, there is the planning manager who is proactive and uses a systematic and
comprehensive strategic planning process to identify both opportunities and potential
problems.

Industrial, social and technological progress has changed the emphases, visions and
practices of management and hence strategic leaders. The changing roles, characteristics
and historical development have been chronicled by Richardson (1995) as shown in
Table 3.1. Richardson's typology has the leadership function interacting with a range of
elements in the strategic management domain including organizational processes,
patterns, power, people, perspective, problems, positions and control systems.

Leadership Type

Characteristics

Classical Administrator (1910)

Concerned with achieving progress by careful
planning of internal organizational order.
Planning is used in the Fayolian sense by examining
the future, deciding what needs to be done and
developing a plan of action.
Uses concepts such as management by objectives to
plan individual staff performance improvements and
motivating, monitoring and controlling performance.
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Design School Planner (1965)

Role-Playing Manager (1975)

Political Contingency Responder (1980)

Competitive Positioner (1982)

Visionary Transformer (1985)

Self-Organizing Facilitator (1992)

Described by Andrews, Chandler and Ansoff.
Designs strategic developments by formulating
strategy using controlled and systematic process and
asking questions about current positions, preferred
futures and ways of meeting goals.
Derive future business environments from strategic
planning analytical techniques and devise matching
product-market strategies for the perceived
opportunities and threats of the environment and
internal strengths and weaknesses.
Uses classical administrator techniques for
implementation
Advocated by Mintzberg.
Emphasizes the leader's participation in learning on
the job in a system of strategic development where
strategies emerge rather than as a result of deliberate
planning.
Prefers a practical set of competencies and roles such
as liaison, monitoring, dissemination, entrepreneur,
disturbance-handler, resource-allocator and
negotiator.
The Pfeffer and Salancik model provides a powerbased perspective of leadership.
Adept po wer structure analysis to discern the
aspirations of internal and external parties who have
control over critical resources which may affect
organizational survival, security and development.
Exercises political bargaining and strategy design
management skills with stakeholders to secure the
best future for the firm,
Porter's leader accepts the notion of environmental
determinism but concentrates on establishing
competitive advantage in the marketplace.
Needs to decide where to compete and then align the
organization against that industry in such a way as to
obtain advantage and lead to above industry average
profitability.
Based on 1980s vision management writings of
Peters and Waterman, and Deal and Kennedy.
Leader decides future position in terms of greater
growth and profitability, form and image, main
mission and intent, and reorganizing the firm to meet
the mission by empowering personnel and providing
necessary resources to realize organizational goals.
Transforms the firm by envisaging a successful
future, designing and managing an appropriate
organization and implementing the design and
operations by strength of personality and
determination.
Leader for turbulent environments to continually
reorganize around emerging strategic issues.
Continually challenges organizational norms,
operations and ideas and promotes 'unlearning' if
necessary.
Facilitator to assist staff to self organize.
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Turnaround Strategist (1992)

Crisis- Avoider Strategist (1994)

Autocratic, ruthless and fast acting CEO who is
called in during a crisis to save an organization.
Slatter, Grinyer, Miller and Richardson highlight the
skills needed to reorient the performance of a
declining organization.
Visionary transformer is often seen as a turnaround
strategist after taking over from a non-visionary
predecessor.
Recognizes the likelihood of crises and establishes
contingency systems.
Continuously tests organization's proneness and
readiness to deal with crisis.
Acts as crisis initiator and respondent.
Ensures that ethical considerations are foremost in
the strategic decision making process.
Challenges traditional economic ethic based
approach of the other leader types.

Table 3.1 Strategic Leadership Types (Richardson, 1995)

Strategy and Strategic Directions: Some Critiques
Strategic management obviously relies on clearly identifying strategies that facilitate the
achievement of strategic aims for the organization. Aside from the traditional
interpretation of the G-reek word strategos as generalship, there is a long and continuing
debate on the nature, scope and role of strategy. Mintzberg (1987) sees strategy both as
past patterns and perspectives, positions and plans for the future that need to be crafted
and which may emerge as well as result from deliberate formal planning processes. It
can even be a ploy used to announce false or misleading intentions to outwit competitors,
to influence stakeholders or to gain resources (Peattie,1993). Appelbaum subscribes to
the Mintzberg descriptions delineating current strategy as the result of previous responses
to past problems and opportunities, while stating that future strategy relies on decisions
that commit the organization to a master operating plan designed to accomplish its
envisaged goals (Appelbaum, 1991). Ansoff concedes that strategy is 'an elusive and a
somewhat abstract concept' but defines strategy as a set of decision making rules to guide
the organisation's behaviour including yardsticks (objectives and goals) to measure the
firm's performance; rules for relationships with the external environment (business
products/marketing); rules for internal relations and processes; and, rules for the daily
operations of business (Ansoff et al, 1990:43-44).

74

In functional terms, strategy is considered to be an enabling tool for managers to engage
internal skills and resources of an organization against the verisimilitudes of the
environment and as a means for achieving organisational survival, adaptability, decision
making and success (Richardson and Richardson, 1992; Viljoen 1994). In similar
fashion, Hax and Majluf (1996) have compiled an integrative and comprehensive list of
the functions of strategy, contending that strategy:

•

determines and reveals the organisational purpose in terms of long term objectives,
action programs, and resource allocation priorities;

•

selects the businesses the organisation is in, or is to be in;

•

attempts to achieve a long term, sustainable advantage in each of its businesses by
responding appropriately to the opportunities and threats in the firm's environment,
and the strengths and weaknesses of the organisation;

•

identifies the distinct managerial tasks at the corporate, business and functional
levels;

•

is a coherent, unifying, and integrative pattern of decisions;

•

defines the nature of the economic and non- economic contributions it intends to
make to its stakeholders;

•

is an expression of the strategic intent of the organization;

•

is aimed at developing and nurturing the core consultancies of the firm; and

•

is a means for investing selectively in tangible and intangible resources to develop the
capabilities that assure a sustainable competitive advantage (Hax and Majluf, 1996:
14).

While these functions describe the processes and impacts of strategy, the form, type and
outcomes sought by strategy were clarified in 1985, by the acknowledged prophet of
modern business strategy, Michael Porter, who introduced generic competitive strategies
of cost leadership, differentiation and focus. Cost leadership aims to produce outputs
cheaper than competitors. Applied consistently, a company would earn higher profits at
similar prices or, if necessary, allow it to undercut the competition. Experience leads to
expansion and lower costs of production and the capability to dominate the market. A
differentiation strategy creates products or services that differ markedly and are highly
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distinguishable from other items on the market. Afoeus strategy means concentrating on
a particular niche and building specialist skills and an accompanying reputation for the
product line (Porter,1985).

Strategies can be developed at corporate, business or functional levels of the organization
to meet overall strategic objectives. In the commercial sense, strategies can be
categorized in terms of concentrated growth, integrative growth, diversification growth,
stability, decline and closure. Each group has alternatives and companies might opt for a
combination of strategies (Smith, Arnold and Bizzell; 1991: 11-14)

More recently, Porter, although still maintaining the viability of his generic strategies,
revisited the private sector operations model of the last decade which he deems to be
implicit strategy and has developed a derived model of sustainable competitive
advantage. The two models are contrasted in the Table 3.2 (Porter, 1996: 74).

Implicit Strategy Model 1986-1996

Sustainable Competitive Advantage

One ideal competitive position in the industry

Unique competitive position for the company

Benchmarking of all activities and achieving best practice

Activities tailored to strategy

Aggressive outsourcing and partnering to gain efficiencies

Clear trade-offs and choices vis-a-vis

Advantages rest on a few key success factors, critical
resources and core competencies
Flexibility and rapid responses to all competitive and
market changes

Competitive advantage arise from fit across
activities
Sustainability comes from the activity system, not
the parts
Operational effectiveness a given

Table 3.2 Porter's Alternative Views of Strategy (porter, 1996)

Porter's writings are replete with warnings about strategic management's extremes, the
failure to use tools and techniques wisely, and 'the failure to distinguish between
operational effectiveness and strategy' (Porter, 1996: 61). Hamel and Prahalad agree,
along with Mintzberg, noting that this failure has effectively devalued the notion of
strategy which is being confused with daily efforts to improve operations rather than
concentrating on the broader scope and longer term nature of the firm's business. Indeed,
strategy generally has become:
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pedantic planning ritual on one hand or a speculative and open-ended investment commitment on
the other. In many companies strategy is essentially incremental tactical planning punctuated by
heroic, and usually ill-conceived, "strategic" investments. (Hamel and Prahalad, 1994:281)

Others have commented on the changing frame of reference for strategy including Stacey
who sees strategy as moving from the 'realisation of prior intent' to something emerging
spontaneously from a 'chaos of challenge and contradiction, through a process of real
time leading and politics' (Stacey; 1993:12).

This array of definitions, interpretations and applications of strategy shows a lack of
consensus probably stemming from its many dimensions and situational characteristics.
Chaffee (1985) suggests that strategy definitions fall under one or more of three models;
a linear model of activities and plans that set and achieve viable goals; an adaptive
model which extracts the SWOT assessment and adjusts and matches opportunities and
capabilities; and, an interpretative model which covers internal human resources social
contracts or cooperation. However strategy is described, derived or developed, it
provides the basis for corporate level decision-making and action. In this thesis, the
conventional strategic management hierarchy of corporate, business and functional levels
(Hax and Majluf, 1996) will be used when analyzing APS case study material including
Centrelink,

Strategic Decision Making
Deciding strategic issues is an integral dynamic of strategic management which is
traditionally undertaken by the CEO alone or by the CEO in concert with the corporate
executive on the advice of business and functional managers and using the best available
information.

Davis and Devinney (1996) believe that there are four components that define a strategic
decision: the decision must be purposeful and have a goal; it must represent a substantive
commitment of resources; the actions of others must be materially affected by the
decision; and the decision must be made contingent on the actions of other decision
makers. A decision which is made in isolation of any impact or reaction of others is not
strategic.
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In practice, a purposeful decision would be directed towards the collective aims of the

organization or towards a specific goal. The question of resource allocation is paramount
in executive decision making and the major division is to determine if resources are
needed to continue with existing or recurring maintenance or core type activities or if this
previously sanctioned base needs to be adjusted or replaced with internal investment to
improve future operations. The timing and impact of the decision will depend on its
ranking in the constantly changing list of priorities managed by the executive; however,
strategic decisions are set against the strategic foundation derived from the planning
experience and it may be better to talk of core and marginal decisions. Finally, the
interrelationship of decisions, their synergistic impact and flow-on effects need to be
considered carefully and the major contingencies examined for likely results at all levels
of the organization.

The accepted processes for making strategic decisions involves five separate and distinct
decisional states: defining the problem, analysing the problem, developing alternative
solutions, deciding on the best solution, and finally converting the decision into effective
action (Drucker, 1961). Drucker cited this method in order to meet the most important
and difficult task about strategic decisions which he deemed to be to find the right
answer to the right question and to put into effect the course of action determined by
management.

Simon questions this classical approach to problem solving and in particular he disputes
the basis of uncertainty represented by 'probability distributions of future outcomes, the
dimensions in terms of which the future is described also being specified in advance'
(Simon, 1993:134). He suggests that this is an unsatisfactory framework for strategic
decisions and proposes that three strategic planning skill sets are required to survive and
prosper in a rapidly changing and uncertain environment: anticipating the shape of an
uncertain future, generating alternatives for operating effectively in changed
environments, and implementing new plans rapidly and efficiently.
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•

In anticipating the future, Simon suggests a military intelligence approach whereby

planners look for novel elements in the environment that will have a profound effect
on the firm in the future and estimating when scarce time and effort should be
devoted to dealing with those developments. Successful, or indeed less inaccurate,
anticipation of events and changes will assist competitive advantage if appropriate
implementation is effected: still, the element of risk is high, especially on long term
estimations. If a company is looking to be innovative, it would adopt innovation as a
meta-strategy to organize quickly and effectively to discover new activities, products
or services. This is fundamentally difficult because of the strictures of 'bounded
rationality' which force planners, inherently, to be selective about the environment in
which they operate and the information it provides.
•

As for generating alternatives after finding issues that demand attention, Simon
cautions that ready-made solutions or opportunities are rare and that existing outputs
and activities give a good basis for designing new products or outcomes. This design
process can be used generally to define the organization's mission or sources of
comparative advantage or specifically to find and fashion new alternatives on a
continuing basis. These arrangements are more easily implemented where strategic
planning is both organized and institutionalized.

•

Implementing new plans effectively depends on the understanding and acceptance of
the importance of the firm's mission by all decision makers. This will require regular
reinforcement through communication with staff and continuous assessment to
ensure that the mission underpins all aspects of strategic decision making. (Simon,
1993: 135-138).

Benefits and Drawbacks of Strategic Management: Some Remarks
The principal purpose of strategic management is to improve organizational performance,
in both financial and organic terms, and to add value to its operations. The major
benefits of implementing strategic management include:

•

gaining a clearer sense of strategic vision, goals and direction for the organisation;

•

obtaining a sharper focus, in planning and implementation, on strategically important
and real issues;
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•

improving the awareness and understanding of rapidly changing business
environments;

•

encouraging analysis and forecasting of short term and long term future
environments;

•

improving the match between decision making processes and environmental
conditions - that is, stressing the timing and use of proactive or aggressive-reactive
decisions rather than passive-reactive decisions in conditions of increasing turbulence
or complexity;

•

guiding the distribution of organizational resources and ensuring that new projects
are consistent with agreed strategy and objectives; and

•

improving both the level and consistency of organizational performance (Wilson,
1994; Viljoen, 1994; Smith, Arnold and Bizzell, 1991).

Wilson also notes that the ultimate measures of the effectiveness and success of strategic
management are improvements in stakeholder satisfaction, corporate vitality, profitability
and competitive positioning (Wilson, 1994).

There are also positive and beneficial effects for managers and staff within the
organization. These are manifested as unifying behavioural changes which complement
the profitability resulting from strategic planning and management. Together, these
outcomes combine to improve the overall welfare of the firm and to enhance the
collective lives of its inhabitants and those of their outside contacts (Pearce and
Robinson, 1994; Richardson and Richardson: 1992). The process of formulating
strategies enhances the organisation's capacity to prevent problems; that is, attention to
detailed planning is rewarded by more focused monitoring and further forecasting. Also,
groups provide a greater number of higher quality alternatives as part of the strategic
management process and hence facilitate selection by the greater scrutiny applied by
specialists in the planning group. Similarly, group participation improves the
understanding of the productivity/reward nexus which leads to increased motivation
levels. In functional terms, the different roles of work areas are highlighted as part of the
development of strategies and hence serve to reduce operational and knowledge gaps in
the organisation. Finally, the group dynamics of participation tend to reduce the
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traditional but understandable resistance to change, thereby enabling a smoother
implementation of strategic decisions (Pearce and Robinson, 1994:11).

Notwithstanding, strategic management is not without its critics. Mintzberg, in particular
questions the basis and veracity of various models that have been developed for of
strategic management theory and planning. He argues that the planning concepts are
almost unbounded in scope and that by confounding analysis with rationality the planners
have narrowed perspectives too far. He criticizes the design, planning and positioning
schools as prescriptive strategy-making tools which are founded on fallacies of
predetermination, detachment and formalization. Furthermore, he doubts if planners
have adequate foresight in uncertain environments to create strategies that will remain
relevant, whether strategic management is able to be separated from operational
management, and whether it simply formalizes strategies emerging from less structured
and formal processes (Mintzberg, 1994).

Others agree that strategic management is not a panacea and there are real disadvantages
for organizations adopting this approach. First, considerable time and effort is required
to build and institute planning structures, schedules, staffing and acceptance of a
culturally demanding discipline. Second, there is the danger of agreed plans becoming
entrenched to the point where static paper copies are used as excuses to avoid the
continuous, dynamic review of environmental conditions or as reasons to oppose new
ideas or objectives. This is a form of natural conservatism and indeed complacency by
staff who seek stability and constancy in the workplace - circumstances that may
necessitate a CEO's act of 'creative discontent' (Andrews, 1987) to overcome this
attitude from time to time. Third, forecasting for the long term can involve large margins
of error in practice to which the organisation must adjust with as much lead time as
possible. This reinforces the need for good monitoring systems and intelligence in
anticipating and analyzing trends and developments. Fourth, there is the ironic
possibility that some firms will adopt planning in the extreme to the detriment of the
implementation of plans. This obsession with symbolic planning can detract from the
very operational purpose for which it was designed and may impede or reduce the role
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and reputation of strategic managers in the eyes of operational staff as well as denigrating
the entire planning effort (Smith, Arnold and Bizzell, 1991).

Regardless, generally strategic management is considered to be a sound basis for making
decisions (especially in the private sector) and it advantages 'appear to far outweigh the
disadvantages' (Smith, Arnold and Bizzell; 1991:7). The growing experience with
strategic management in both sectors has led to further developments to consolidate
knowledge and assist practitioners.
Models of Private Sector Strategic Management

Historically, the evolution of modern business management has been condensed into
clearly defined groups which start with basic financial control practices and extend
ultimately to the sophistication of all-encompassing, corporate management (Gluck,
Kaufman and Walleck, 1980). This model in particular examines the relationship
between formal planning and effective strategic performance of the organization. The
model concentrates on the development of private sector planning although it also
provides an exemplar against which to compare and relate public sector progress. The
model outlines four sequential phases (or evolutions) each more advanced than its
predecessor in terms of issue formulation, strategic alternatives, management
participation and the effectiveness of implementation. A diagram of the Gluck et al
model is shown at Figure 3.3.
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Figure 3.3 Evolution offonnal Strategic Management (Gluck, Kaufman and Walleck, 1980)

The Gluck et al model has been augmented by Aaker (1992) to incorporate historical
developments in the private sector showing Phase 1 in vogue from the early 1900s, Phase
2 commencing in the 1950, Phase 3 coming into practice in the 1960s and Phase 4
adopted from the mid to late 1970s. Aaker also considers the first three phases to be
periodic planning processes with the final phase being undertaken in real time.

Phase One of the model involves basic financial planning and stresses operational

control, annual budgeting and functional performance against budgetary targets.
Although organizations in this phase may have powerful and effective operational
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strategies they are seldom explicitly formalized. Increasing the number and type of
operations creates greater complexity and generates an avalanche of information abollt
the environment. This in tum leads to difficulties in estimating operational needs based
solely on financial considerations. The aim is to control any deviations from set budgets
and to manage any complexity that may arise. The assumption is that the past will repeat
itself and that strategies will emerge from an extrapolation of previous results or trends.
Eventually, planners find that this approach is inadequate and that they need to consider
the possible effects of relevant political, social, economic and technological
developments on their business.

With this acknowledgement the organization progresses to Phase Two to use forecast
based (or long range) planning as a more effective means for growth planning. It begins
to employ environmental analysis, multi-year forecasts and better, if somewhat static,
resource allocation methods. This phase improves the effectiveness of strategic decision
making by confronting the longer term context and the implications of making decisions
and setting objectives. Planners assume that past data and experience are trends that can
be projected into the future. In practice, any gaps that occur between projected and actual
sales are met reactively to eliminate the gap. The inherent danger is that after the first
blush of success of a new and different style of operating has faded, planning becomes an
entrenched, routine and mechanical process: planners can lapse into complacency and
simply apply results-based adjustments to the previous plan and extend current trends
over the next year. This is an easy but somewhat dangerous option. Incremental
budgeting tends to be practised widely in this phase presuming the environment remains
stable.

Phase Three concentrates on improving externally-oriented (or strategic) planning as a

means to increase organizational responsiveness to markets and competition. This
assumes that new trends and discontinuities are predictable. Highlights of this stage
include thorough situation analysis and competitive assessment, evaluation of strategic
alternatives by individual Strategic Business Units (SBUs) and more dynamic allocation
of resources. The SBU concept acknowledges that corporate level strategies affect the
enterprise in global terms while business level decisions relate to individual units within
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the operating environment. (The fragmentation and flow of the strategic planning cycle
will be covered in more detail in later sections.) Although SBUs may have limitations
such as a difficulty in defining business boundaries in a vertically integrated industry,
experiencing decreased purchasing power or needing to act in combination with other
SBUs rather than as separate entities, they are able to identify a greater number of
planning alternatives than Phase Two planners. Top managers may, paradoxically, be
presented with a surfeit of greater choice alternatives that they may not have been
consulted about or have considered insufficiently before time constraints force a
selection. In these cases these procedures and rushed decisions could affect the
competitiveness and ultimately the health or survival of the organization. Also,
entrenched strategic planning in a turbulent environment of reduced product lifecycles
and increasing product change is less effective than in less turbulent conditions.
However, in this phase budgeting (as input allocations) is more subordinate to the
strategically-derived 'output' measures - that is the ends determine the means.

Phase Four is mature, strategic management which aims to coordinate all resources for
competitive advantage through three main mechanisms: a strategically chosen planning
framework, creative and flexible planning processes that stimulate entrepreneurial
thinking and a supportive corporate values system and climate. This phase fuses
strategic planning, management and operational decision making. The authors describe
strategic management in this phase as 'a system of corporate values, planning capabilities
or organizational responsibilities that couple strategic thinking with operational decision
making at all levels and across all functional lines of authority in a corporation' (Gluck,
Kaufman and Walleck, 1980: 156). The planning framework can be arranged with up to
five distinct levels concentrating on the product or market, the business unit, shared
resources, shared concerns or at the corporate level. The planning process stresses
competitiveness, the limited use of themes to focus planning, negotiating objectives and
concentrating on critical reviews of existing and proposed strategies. The notable
characteristic of this phase is that strategic managers would not necessarily concentrate
only on adapting or reacting to the environment - they may work to effect environmental
change to their benefit by creating and implementing strategies that shape the future.
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Proactivity towards the environment is one measure of 'entrepreneurial' senior
management.

The value system underpinning each stage in this evolution provides the key to
understanding the drive to strategic management: the initial and all consuming goal is to
meet the budget; next, the primary emphasis is to build on budget issues and attempt to
predict the future; this leads to strategic thinking; finally, the value system looks to
creating the future. The common value themes for organizations practising strategic
management stress the human resource management aspects of the firm and emphasize
teamwork, entrepreneurial drive, open communication and 'a shared belief that the
enterprise can largely create its own future, rather than be buffeted into a predetermined
comer by the winds of environmental change' (Gluck, Kaufman and Walleck, 1980:160).
These perceptions are shared by futurists who see many benefits in investigating
alternative futures and increasing the chances of desirable futures by a more
comprehensive examination of goals and values of those who are likely to be 'affected by
particular stabilities or changes' (Bell, 1983:11).

Many organisations, especially in the private sector have progressed to the strategic
planning stage of this model but have then stalled for a number of important reasons. In
the 1970s, strategic planning was the latest management fad, given credibility by its
introduction and practice at prestigious firms such as General Electric (GE), and was
sought hungrily by others as a performance improvement tool. The GE model was
adopted subsequently by many companies with 'little thought to the model's
appropriateness to their situations or for the cultural differences involved' (Wilson,
1994:13). Consequently, on a broader front, the practice of strategic planning failed to
meet expectations to which Wilson ascribes seven main reasons, either individually or
acting in combination. First, dedicated planning groups were created whose staff often
excluded the executive from strategic development. Second, the process itself
intimidated staff with elaborate analyses which overshadowed strategic insights with
extensive documentation - in effect form overcame substance. Third, the planning
systems produced limited effective results with reduced planning roles for those
responsible for implementing strategies; in addition, the planning system was not always
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integrated with the operations system so that strategy did not drive the required actions.
Fourth, planning was not focused on core business and concentrated rather on the more
interesting sidelines of mergers and acquisitions: this was also possible due to the
inappropriate use of planning tools such as the growth/share matrix and a misreading of
the role and management of SBUs. Fifth, planning processes and human 'bounded
rationality' combined to restrict the search to satisficing strategies rather than developing
real strategic choices. There was pressure to be active and timely which in turn affected
the planning process leading to default, rather than choice, strategies. Sixth, planning
neglected the internal environment of the firm by concentrating on external factors and
overlooking organisational and cultural requirements of strategy. SBUs were good for
defined markets but their operations suffered by incomplete attention to internal
differences. Seventh, despite the tenets of strategic planning, firms were reluctant to
extend scenario planning beyond a single envisaged future (single point forecasting) for
the organisation and effectively maintained a momentum of existing strategies into the
future (Wilson, 1994).

Most of the management concepts and organizational values in the strategic management
model are generic and could apply equally to private and public organizations. However,
the literature on public management is replete with examples of the differences in role,
function and style between the two sectors; this debate will be covered later.
Notwithstanding, if the public sector equivalents of private sector market share and
bottom line profit are budget share and policy outcome success respectively, the Gluck,
Kaufman and Walleck model is a useful touchstone for further examination of the field
of public strategic management and planning.

Strategic Management Paradigms for the Public Sector
Applied strategic management influences the longer term performance of the
organization and involves strategy formulation, implementation, evaluation and control
(Whelan and Hunger, 1993). It is not surprising that this is the same set of SUb-processes
followed within the public management cycle and displayed in Australian Treasury
documents (Budget, 1991). Strategic management requires an entity to seek and consider
the opportunities and threats of its operating environment and weigh the results against
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the organization's internal strengths and weaknesses. This externally referenced
perspective forces the business to use its assets wisely and to formulate both general and
specific guidelines and strategies to meet its mission and objectives.

Teece, Pisano and Shuen (1990) suggest that there are four main strategic management
paradigms evident or emerging in the business sector. A competitive strategy based on
Porter's writings involves offensive or defensive action to create a defensible position
against competitive forces. A second approach stresses entry deterrence and strategy
interactions - industrial outcomes are a function of the effectiveness by which firms keep

rivals off balance through strategic investments, pricing, signalling and controlling
information. Thirdly, a resource-based strategy emphasizes firm-specific capabilities
and isolating mechanisms to determine and measure performance. The fourth option is a
dynamics capabilities approach which builds on the resource-based model. Its main

emphasis is on the exploitation of existing capabilities and the development of new
capabilities. It seeks to replace the theories of enterprise as a nexus of contracts or
production functions with notions of learning, path dependencies, complementary assets,
complementary technologies and transaction costs. The authors explain these ideas of

dynamics capabilities in the following terms:

•

Learning is a fundamental requirement for both the individual and the organization.

Learning assists with the understanding of complex problems and creates a set of
successful solutions or routines which reflect corporate knowledge. These routines
can be 'static' (replications) to meet simple, repetitive problems or 'dynamic'
(exploratory) to counter more complex or unusual problems. In both cases 'routines
contribute to a firm's distinctive competences and capabilities' (Teece, Pisano and
Shuen,1990: 20).
•

The notion of path dependencies acknowledges that organizational history and
culture are powerful influences on system performance. The internal environment is
constantly changing through the learning process of trial, feedback and evaluation.
Confusion, delay and uncertainty will result if too many parameters underpinning
resources, technology or structure are changed simultaneously.
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•

Complementary assets are capabilities and assets acquired as part of previous growth.
Path dependencies and complementary assets can constrain strategic choice as new
processes may replace or devalue existing ideas, practices and assets.

•

Similarly, technological opportunities may be gained if the organization is willing to
experiment and innovate to enhance its business in a highly competitive environment.
These rewards entail risk taking after risk assessment and delegating responsibility to
enable staff to proceed at the appropriate level within the organization.

•

Finally, an evaluation of transaction costs will determine whether new capabilities
are required and if investment to acquire them is to be internal or external. The
stability and competitiveness of the operational environment will influence decisions
either to build on existing skills or to develop new competences.

The evolutionary model devised by Gluck, Kaufman and Walleck and the strategic
management paradigms outlined by Teece, Pisano and Shuen can be juxtaposed to
monitor the progress of organizational growth and trace the development of planning
schema. The combined model can be applied to reflect the impact of reform on APS
agencies from basic financial planning through corporate planning to strategic planning
and eventually to strategic management. Arguably, the model could extend to the
extremes of commercialization, corporatization and eventually privatization depending
on the ideological intent and drive of the government. The evolution is traced in the
Figure 3.4 and shows planning characteristics at each stage.
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Figure 3.4 Evolution of Strategic Management in the APS

Elements of the first three paradigms as defined by Teece, Pisano and Shuen
(competitive strategy, entry deterrence and strategy interactions and resource-based
strategy) are implicit in Stages One and Two. A more detailed analysis of each stage, as
it could it apply to the public sector, follows.

Stage One. Basic Financial Planning reflects a resource-based, inputs-focussed
stratagem which has tight operational control mechanisms and internal monitoring of
organizational inputs and performance. This concentration on annual budgeting forecasts
and short term, reactive decision making was entrenched in the APS before FMIP was
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implemented in the early 1980s and persists even today, in as much as the Government
relies on the passage of the annual Budget to fund its programs and activities.
Competitive strategies and entry deterrence were, and perhaps still are, evident in the
bureaucratic politics of departmental survival, consolidation and functional expansion.
Strategy in this stage is emergent and implicit rather than highly deliberate due to the
reactive nature of decision-making itself encased in tight and overriding budgetary
constraints. Structures are formal and hierarchical in the Weberian tradition with limited
delegation of decision making powers to operational areas. Policy guidelines are usually
followed to the letter with little room for local interpretation or innovation to ensure
standardization - in practice, however, the 'street-level bureaucrat' is able to adjust and
interpret policy to meet local conditions. Radical shifts can occur in resource allocation
as part of the politically sensitive 'capital budget' but usually 'incrementalism' prevails.

Stage Two. Corporate Planning arrived more formally in the APS with FMIP, in 1983
84 when the ALP assumed government, and introduced position audits and
environmental scanning. While the emphasis in this stage is more on results and
resource-based strategies than on inputs, more qualitative administrative issues arise
from a greater appreciation of internal considerations of human resource management
and an acknowledgement of the importance and impact of external factors. A longer
term view (generally 3-5 years) forces managers to consider more strategic options,
although annual budget disciplines and more immediate pressures tend to restrict
practical planning horizons despite the opportunities offered by extended forward
estimates. Managers concentrate on near term 'controllable' factors within their purview
and hence strategy is constrained. Decisions are considered to be either 'core' or
'marginal' with only the latter able to be changed in the recurrent budget.

Devolution of management alters traditional, hierarchical responsibility/
control/accountability arrangements while operational outputs are monitored closely
using Management Information Systems (MIS). Comptrollers from agency headquarters
still allocate resources to divisions or regions and have overriding control or influence
over the administrative policies accompanying expenditure. These fiscal watchdogs also
ensure compliance with APS financial regulations and directions despite the
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decentralization of authority in these matters to operational areas. This monitoring is
essential during transitional phases following implementation but will likely continue to
ensure overall economy of organizational expenditure. Mutual trust between central
budget groups and their operational network counterparts can be strained after many
years of tight control from above. Moreover, the shift in responsibility towards changing
organizational design includes greater scrutiny of operational performance which is
aggregated into agency performance. Hence the requirements and standards for
performance information, particularly resource management reporting, are still and even
more closely controlled by the centre. The centre determines organizational strategy and
the periphery implements it, although operational level managers are involved in
corporate planning so it is not all 'top down'. Those elements of Stage One that have not
been superseded by new or different processes/ procedures become supplementary
practices within Stage Two. Structures mirror portfolio programs, at least in central
offices, and divisional structures are used to manage policy and operations. Most
corporate support is still decentralized creating duplication of effort.

Stage Three. Strategic Planning builds on corporate planning practices but extends
planning beyond the five year barrier. Outcomes and outputs are stressed to enable
greater targeting of resources against objectives. More qualitative assessments of
internal strengths and weaknesses and external opportunities and threats (SWOT) are
considered in organizational planning. A planning hierarchy enables broad strategy to be
progressively more detailed at the corporate or business level for program budgets and at
the operational or functional level to specify action plans to meet workplace objectives.
MISs are enhanced, beyond recording of operational transactions and performance
against service standards, to satisfy demands for a wider range of program and
management information including staffing, finances and assets control at different levels
in the organization. Overall, planning is increasingly proactive and the associated
strategic practices represent a major transformation for any organization. Some APS
agencies have extended their planning to this level but have experienced difficulties in
translating the longer term aspects of corporate goals into operational strategies (see
MAB, 1992). The modified basic financial planning and corporate planning practices
and rituals can become more entrenched and constitute the foundations for the further
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expansion of strategic planning. Program divisions reflect portfolio needs but may not be
fully aligned throughout the organization, that is service delivery structures may
amalgamate several program groupings for more convenient or efficient client/customer
service.

In Stage Four, Strategic Management, the dynamics capabilities aspects of Teece et al
become dominant. This stage consolidates strategic planning and, as with earlier stages
of the Gluck et al model, it subsumes compatible concepts and practices or modifies or
replaces incompatible elements of the previous stages. Gluck describes this advanced
level of operations as 'creating the future' and in this context it is congruent with Teece's
concept of dynamic capabilities for maximizing planning effectiveness. The continuing
reshuffle of portfolios and consequent reorganization of APS departments can create
disruption and steep learning curves in many areas for many public managers. However,
these changes in emphasis or direction enable well prepared and capable strategic
managers to concentrate on the global impacts for the agency and to quickly realign
resources and operational priorities. The strategic HRM issues in this stage gain even
more prominence and the APS model is seen as the testing and proving ground for
implementing social, access and equity and gender-balance experimentation and reform.
There is also a greater acceptance of innovation and more innovative structural
arrangements such as self-managed teams, 'virtual' networks and a greater emphasis on
project management as a more disciplined approach to goal achievement. Still, it would
be premature to accept that the APS, or any major part of it, has reached the Olympian
heights of fully mature strategic management as represented by this paradigm.

In similar fashion to the APS, the United Kingdom Civil Service has experienced radical
reforms encompassing managerialism and political economic rationalism during the
1980s and 1990s. Andren (1992) has also employed the basic, four phase Gluck,
Kaufman and Walleck framework to highlight progress flowing from the Financial
Management Initiative and the Next Steps programs in Britain (see also Halligan, 1998;
Campbell, 1998). The first two phases appear to parallel Australian experience although
Phase 3 introduces the Agency concept which effectively separates strategic policy
development from policy implementation and introduces commercialization and/or
93

privatization of public bodies. The public service policies of the Howard Government
have precipitated some of the same activity in the APS: the combination in 1997 of the
service delivery arms of the Department of Social Security and the Department of
Education, Employment and Youth Affairs (Commonwealth Employment Service) into a
Commonwealth Service Delivery Agency(Centrelink) is along similar if not identical
lines to the UK model. Phase 4 of Andren's model reflects similar aspirations for public
strategic management with the added imperative of a published Citizen's Charter as the
basis for better service to the populace. The evolution towards strategic management in
the United Kingdom as seen by Andren is shown in Figure 3.5.
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Figure 3.5 Evolution of Strategic Management in the UK Civil Service (Andren, 1992)

It should be noted that the array of recent Commonwealth reforms was introduced and
implemented relatively quickly compared to previous, glacier-paced changes in
Australian public organizational practice and procedure. Not all staff have welcomed the
fundamental and radical shifts required by these often mandated changes and despite
apparent acceptance and superficial modifications many pre-existing attitudes from
Stages 1 and 2 and traditional operating cultures have tended to prevail in some quarters.
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Still, resistance to increased operational uncertainty generated by significant
environmental change is a common organizational reaction and the preference of human
groups for incremental adjustment is well documented. Regardless, the APS has
invariably altered its operations and is moving to adjust its operating paradigms towards
Stage 4.
Cultural Dimensions within the APS Model

Private sector protagonists within government highlight process and structural
frameworks which inevitably clash with well entrenched public organizational settings.
Many of these public (and indeed bureaucratic) organizational cultures also predominate
in the private sector but traditionally have been attuned and directed towards a profit
motive rather than policy outcome achievement or public customer satisfaction.

Government departments and agencies are open-system type organizations which exhibit
decision making processes and cultures as one of their central activities. Other
paradigms exist alongside the decision making paradigm as cultural influences: the
paternalistic /political, the accountability/authority and workflow paradigms (Huber and
McDaniel, 1986). The authors use paradigm in a broad sense to mean a codification and
formal explication of a perspective on field. The paternalistic/political system aims to
maximize the leader's position through careful allocation of power-enhancing resources
(authority and subordinates) to favoured individuals. The accountability/authority
paradigm provides the basis for classical organization and management theory and
Weber's bureaucratic form and relies on specifying who is accountable for meeting
particular responsibilities and allocating authority commensurate with achieving those
responsibilities. The workflow paradigm emerged from work practices developed during
the industrial revolution and elaborated by F.W.Taylor as scientific management and the
focus is on creating structures and administrative processes that match production
processes or operations of the organization. The decision-making paradigm concentrates
on the primacy of structures and processes that facilitate organizational decision-making
with the overall aim to maximize the quality of decisions. There will be a dominant
paradigm contingent upon the development stage of the organization's progress towards
full strength strategic management.
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In general terms most agencies within the APS have progressed to Stage Two and many

to Stage Three of the APS model where there is greater emphasis on decision making
through extended planning practices. Strategic decision making tends to dominate Stages
Three and Four; however, the other practices continue in some residual form. Historical
and contemporary paternalistic practices would, supposedly, assume less importance in
these later stages. Workflow ideals become less important in Stage Two but increase
slightly in Stage Three before stabilizing in Stage Four. Accountability dominates Stage
Two under FMIP and PMB and settles to a steady state in the later stages.

Political and cultural frameworks in organizations are in a constant state of strategic flux
and are likely to be changed significantly by the overlay of operational strategic
management and the greater emphasis on strategic decision making. Given that APS
should, axiomatically, aspire to the highest degree of effectiveness they will need to
combine decision making with strategic planning dynamics capabilities to progress to
Stage Three and beyond. However, the problem for public managers is knowing when an
organization is ready to progress to the next stage of evolution. As strategic planning
practices become more routine, the organization can aspire to broader planning horizons
and adopt more forward looking decision processes. The 1992 MAB-MIAC report on
the impact, inter alia, of the introduction of corporate planning concluded that managers
and presumably their organizations had benefited from the process (MAB, 1992: 350).

Different agencies will develop their strategic management persona at different rates.
Some have had to become more business-like in a hurry in the face of government
pressure to adopt purchaser/provider policies and practices as discussed previously.
Moreover, agencies have had to absorb these advances within the established Public
Management Cycle and alongside other elements of the APS Strategic Management
Framework.
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APS Strategic Management Framework
The Public Management Cycle (PMC), to be covered in detail in the next chapter is a set
of recurring and interdependent processes for planning, budgeting, implementing and
evaluating government policies.

The PMC provides a simple yet effective mechanism to revisit governmental planning on
a continuing basis and offers ruling political parties the opportunity to adjust existing
policies and introduce new policy initiatives to the electorate as part of the annual Budget
process. This cycle is translated into practical effect by public managers through the
strategic management framework of their organizations which modify internal practices
and processes to fit the changed external circumstances: of course, agencies are consulted
and contribute to policy and product development. Agencies participate in this extended
and sometimes convoluted process as both protagonists and casualties. In addition to
Budget-related activities, the internal activities and structures of agencies are constantly
being reviewed and redesigned to meet changing workloads and priorities: again these
changes may be initiated by policy or product redesign, the introduction of new activities
or as a result of modifications to implementation arrangements.

While participating in the PMC, the Government is constantly seeking to review public
functions and to improve the efficiency and effectiveness of agency performance. This
became manifest in the Performance Improvement Cycle (PIC) initiative, proposed by
the Department of Finance, which requires public managers to review their agencies'
responsibilities, assess the current costs and effectiveness of existing activities, and to
consider options to improve performance (DoF, 1997). The PIC is intended to cover all
Commonwealth activities and reflect the Government's objectives and priorities while
ensuring that client and community outcomes are maximized. Managers are exhorted to
be innovative and critical, and to guarantee that activities are 'relevant, practical and
responsive to the needs of clients' (DoF, 1997: ii).

The PIC is being built around existing planning and evaluation processes of the PMC and
the strategic approach of using the results from PIC reviews as part of annual portfolio
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submissions to the Budget is sensible and practical. The four phases of the PIC are
shown in Figure 3.6.

Phase 1

Review Government Activity
Options:
-discontinue
-devolve to States
-retain
-prlvatlze

Phase 2

Testing Cost & Effectiveness
Options:
Improve effectiveness by
-benchmarking
-SPR
-contractinq to APS
-purchaser/provider
Competitive Tendering &
Contracting

Phase 4

Review and Evaluation
Options:
-review effectiveness of new
strategy
-relevance to current
environment

Phase 3

Implement Improvements
Options:
-Most efficient implementation

Figure 3_6 Performance Improvement Cycle (DoF, 1997)

The thrust of the PIC is to apply market-based tools such as Competitive Tendering and
Contracting (CTC), benchmarking, purchaser/provider arrangements or partnering to test
for more effective and alternative ways for delivering Government services. The most
publicized applications to date are the formation of Centrelink as a provider of welfare
benefits and services, and the market testing and outsourcing to the private sector of
Information Technology services and support for Government activities: both changes
are intended to deliver significant efficiency dividends to Budget outlays.

The APS Strategic Management model, developed earlier in this chapter, the Public
Management Cycle and the Performance Improvement Cycle are interrelated. The
interrelationships provide important drivers in the evolutionary development of planning
and management practices. In the early stages of reform, agencies have concentrated on
the static elements of their organization such as structure, infrastructure, policy and
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product design, service delivery practices and internal operating rules and procedures.
They have paid less attention to the dynamic elements or cybernetics of their operations
such as performance measurement to provide valuable feedback to both policy
implementation and management performance. Keeping in mind the previous comments
on cultural delimitations affecting organizational acceptance of change between stages of
the model, the progress of APS agencies towards 'dynamic' strategic management, in the
context of the Public Management framework, is covered in the following sections:

•

Before 1983, APS managers concentrated on annual inputs and controlling the
budgets of their activities thereby emphasizing the Budgeting and Implementation
phases of the PMC. This placed most agencies in Stage One of the model - Basic
Financial Planning.

•

Following the introduction of FMIP and PMB, managers were required to reassess
their portfolio outputs and to group similar policy components into programs as well
as aligning their service delivery to th~ redefined programs. Corporate planning was
introduced to encourage longer range planning and clearer organizational objectives
in terms of overall goals and strategies. Planning beyond the Budget cycle was
helped by the introduction of 3-year forward estimates. Agencies were able to
improve their static, mainly structural, reform programs and start building 'dynamic'
processes by measuring performance against outputs and processes through enhanced
audit measures. This placed agencies in Stage Two - Corporate Planning - and
raised their participation in the PMC with limited improvements in the Planning and
Evaluation stages.

•

The move from Corporate Planning to Stage Three - Strategic Planning- involves an
even greater emphasis on agencies achieving outcomes imposed by the Government
and close scrutiny by Parliament on actual performance. Managers must play closer
attention to the dynamic evaluation of programs and obtain a more comprehensive
appreciation of environmental factors affecting agency operations over the longer
term. The agency is seeking to be more proactive and look ahead at least 5 years. It
will also need to structure its planning at its various management levels to ensure
workplans and output management reflect corporate goals. This topic will be

100

discussed in the next two chapters. In PMC terms, all phases are covered with
improved, but still not fully effective planning and evaluation processes.
•

The transition to Stage Four - Strategic Management -looks to be the most difficult
for the APS. However, the impetus provided by the PIC measures of continuous
review and improvement and the introduction of stringent financial requirements
under accrual accounting should effect reasonably rapid change. The aim would be
to be fully effective at each phase of the PMC and acquire the dynamics capability
model for APS agencies.

Table 3.7. shows the relationships between the planning stages of APS evolution from
the static toward the dynamic cybernetically based strategic management approach and
the phases of the Public Management Cycle with the main drivers for change between
each stage:

Evolutionary

PMC Phases

Planning

Budgeting

Implementation

Evaluation

Impetus for
change to next
stage

Limited - by
default

Important

Important

Limited and
avoided

FMIPIPMB

Accepted but
limited time
horizon
Important 
seeks longer
term impacts

Important

Important

Important 
related to
strategy

Important 
defined standards

Accepted but
rarely
practised
Important 
seeks
measured
performance

Greater
Par liamentary
scrutiny
Performance
Improvement
Cycle/ Accrual
Budgeting

Strategic

Fully

Fully

Fully

Fully

Management

committed

committed

committed

committed

Planning Stage

Basic
Financial
Planning
Corporate
Planning
Strategic
Planning

Table 3.7 Strategic Management Evolution and the Public Management Cycle

Summary
This chapter has examined the history, theory and development of strategic management
in the private sector. The demands on strategic managers in determining strategic
options for their organizations were canvassed before comparing the benefits and
drawbacks of strategic management and concluding that the approach provided a sound
basis for making corporate decisions. Next, private sector models and paradigms were
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reviewed in terms of effectiveness and value systems to provide the basis for an
evolutionary model of strategic management for the APS. of The model comprised four
stages with each stage showing similarities with private sector model characteristics in
basic financial planning, corporate planning, strategic planning and strategic
management. The cultural paradigms in public organizations, and their application and
predominance in the various model stages, were able to be overlaid as important
elements of the organizational change lifecycle. Each stage was considered in the
context of the Commonwealth's Public Management Cycle and the historical drivers for
change from static to more dynamic reform in APS organizations were able to be
extracted. The introduction of market-based initiatives such as the Performance
Improvement Cycle and Accrual Budgeting appears to have provided the impetus for
APS agencies to consolidate Stage Three of the model and begin moving toward full
commitment in each of the Public Management Cycle phases and Stage Four Strategic
Management.

The critical ingredient and key to strategic management is effective strategic planning.
The next chapter examines strategic planning concepts and the experience and
assessment of APS strategic planning from the strategy/decentralization strategies of the
mid 1970s to the creation of Centrelink as both a purchaser and provider agency in the
late 1990s.
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Chapter 4 Public Strategic Planning - Concepts And APS
Experience

Introduction

The previous chapter examined the evolution of strategic management in the public
sector and developed a model incorporating private and public paradigms for application
in the APS. This chapter examines concepts of strategic planning, the integration of
planning within organizational frameworks and the implications of strategic planning in
the public sector. The moves to performance management in United States public
agencies under the legislative framework of the Government Results and Reporting Act
are covered in some detail to provide a comparison with the APS Public Management
Cycle and its associated planning and reporting aspects. Finally, this chapter reviews a
series of assessments of APS agency planning in the 1990s. A further analysis of over 40
published public sector plans is included using criteria from Stage 3 of the APS model
developed in Chapter 3. There is also a detailed critique of selected APS plans.
Background

A plan is a predetermined and detailed blueprint for future action. The planning process
determines what needs to be done, how and when. Planning applications include
planning for diversification of products and services, network analysis for planning and
controlling complex projects, planning for resource allocation to recurrent operations or
improvements, and in planning the coordination of complex and specialized
interorganizational systems (Kast and Rosenzweig, 1984: 416-420). Organizations
usually have a suite of plans in a hierarchy which is ranked by scope, detail and
application from the global or corporate level to the business level and finally to the local
or functional level.

The modem concept of planning encompasses the 'bottom line' profit objective,
sustained competitive advantage in the market place, achieving beneficial policy
outcomes for society, forecasting environmental conditions and preparing contingencies
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for a range of possible futures. Planning can be very simple and highly reactive,
involving decisions which have an immediate and localized effect; alternatively, plans
can be highly complex, incorporating a multitude of inputs and outcomes with long term
and even global impacts and invoking extensive evaluation processes. Also, there are
major differences between everyday, reactive planning and long term, global planning for
an organization. Some of the differences between operational (functional) planning and
strategic planning in the business sector are shown in Table 4.1.

Focus

Operational/Functional Planning

Strategic Planning

Short term survival, current operating
problems and outputs
Near term performance and profits

Rewards

Presently available resources; previous and
current environments
Efficiency and stability of outputs

Information

Past and present business

Longer-term survival and
development
Future expansion, performance and
profits
Future resources and future
environments
Long term effectiveness and
development of future potential
Future opportunities

Organization

Bureaucratic/stable

Entrepreneurial/flexible

Leadership

Conservative with concentration on
immediate or near term situation
Reactive decision making relying on past
experience
Low risk and cautious approach in finding
and choosing available options

Inspires radical change and
investment for improvement
Anticipative, finding new
approaches
Higher risks accepted to achieve
greater benefits from a wider choice
of options

Objective
Constraints

Problem
solving

Table 4.1 Comparison of Operational and Strategic Planning

Adapted/rom Stoner, Collins and Yetton, 1985.

As noted in the previous chapter, strategic planning has become a necessity in the 1990s
as a means to determine and influence the factors affecting corporate survival as well as
signifying the drivers to achieve or sustain competitive advantage in the sometimes
turbulent operating environment. Some of the processes for strategic planning have
become easier and faster with the widespread introduction of desktop computing, but
even the most advanced planning models, techniques, checklists and templates rely on
long established and well tried planning practices. Moreover, strategic planning has been
adopted by the public sector as an integrated part of reforms to engender more business
like government operations.
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Strategic Planning · Concept and Definitions
Academics and practitioners use the terms corporate planning, long range planning,
strategic planning and business planning interchangeably. The terminology differs
depending on conclusions relating to the level, timing, and environmental context of
specific applications. Fulop, Frith and Hayward (1993:265) observe that the distinction
lies with the modem corporate plan setting the overall direction for the organization
while the strategic plan maps, assesses or investigates alternatives and options that follow
from the corporate line. Perelman (1989) considers that combining 'strategic' and 'plan'
represents a contradiction in terms as plans are most useful under predictable and
controlled conditions, whereas strategy is essential precisely because future events are, by
degree, unpredictable and uncontrollable. He notes that strategy becomes more
important as the feasibility of planning decreases and that planning involves analyzing
data while strategy involves creating ideas. In practice, the planning process produces a
range of responses or formal strategies to meet contingencies that may arise from a range
of likely scenarios that have been considered.

Early descriptions of strategic planning reflected developments to the 1970s when
strategic planning was seen variously as long range planning with a 3-5 year time
horizon; developing a correlation between organisational capabilities and environmental
risks; positioning the organization for future prosperity; or, long range decision making
affecting the direction of the entire organization (Capon, Farley and Hulbert, 1987).
Subsequent definitions of strategic planning include:
a continuous process of making present entrepreneurial (risk- taking) decisions systematically and
with the greatest knowledge of their futurity; Organizing systematically the efforts needed to carry
out these decisions; and measuring the results of these decisions against the expectations through
organized, systematic feedback (Drucker, 1973: 125).
a systematic approach for managing strategic change which consists of positioning of the firm
through strategy and capability planning, real time strategic response through issue management,
and systematic management of resistance during strategic implementation (Ansoff, 1984).
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a disciplined effort to produce fundamental decision and actions that shape and guide what an
organization (or other entity) is, what it does, and why it does it (Bryson, 1988: 5).
a disciplined and well defined organizational effort aimed at the complete specification of a firm's
strategy and the assignment of responsibilities for its execution (Hax and Majluf, 1996:24).
determining what your organization intends to accomplish and how you will direct the
organization and its resources towards accomplishing these goals in the coming months and years
(Barry, 1998: 33).

There is an obvious thread that connects these definitions requiring planners to be well
organized, thorough and systematic in piecing together a series of jigsaw puzzles
containing options and scenarios of the organization's future.

Planning is also viewed as a type of advanced decision making that accounts for the
future systematically (Mackey, 1990). Indeed, plans associated with national security,
military and police operations and political campaigns have long been accepted as
applications of future projections which establish frameworks for contingent action and a
sense of corporate unity in all levels of the organization. Mintzberg (1994) characterizes
planning variously as future thinking, controlling the future, decision making, integrated
decision making and as a formalized procedure to produce an articulated result in the
form of an integrated system.of decisions. Mintzberg is obviously equivocal about
planning which he accepts in principle to ensure that the future is taken into account in
organizational decisions and about planners who he sees as opportunists using planning
to justify their efforts as rational organizational coordinators or controllers.
Management and Planning
Planning and decision-making theory delineates between rational-comprehensive and
incremental approaches to planning and strategy formulation. Commercial practices and
market pressures may dictate that shorter term decisions may predominate but an
overarching concept of a strategic framework will help balance the decision making
scoresheet. The extremes of the planning spectrum are shown in Table 4.2. In practice,
managers and supervisors will adopt a flexible approach which combines both areas
depending on the situation, the actors involved, the time available and the environmental
turbulence..
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Strategic Planning Approach

Value Based Incrementalism

rational and analytical
portfolio positioning is key
CEO is strategist
strategy is by few
tradeoffs guided by each business strategy
unique business strategies
unique functional strategies
competitor and opportunity driven
staff analysis for evaluation
major strategic decisions articulated & decided at
the top
strategic change based on promise of projected
results
comprehensive and explicit
structure of environment is key determinant of
success

logical and incremental
management beliefs are key
CEO sets values
strategy by masses
tradeoffs guided by values & beliefs
generic business strategies
primarily generic functional strategies
practical and acceptable to organization
management commitment for evaluation
major strategic decisions evolved and confirmed by
organization
past performance used as best indicator of future
results
prioritized and implicit
Collective management behaviour is key
determinant of success

Table 4.2 Strategic Planning and Incrementalism (Wheelwright, 1984)

Planning cannot be performed successfully in isolation and needs to relate to task
fulfilment in a broader context and to staff activity within the body corporate. It must
also be integrated with other administrative systems, such as management control
systems, HRM and communications/information systems as well as the organizational
structure (Hax and Majluf, 1984: 74). It also requires considerable cross matching of
organizational processes as well as extensive contact and consultation with the operating
environment. Strategic planners and managers need to design an operational framework
that accommodates a full range of complex interactions if planning is not to be wasted
effort. In particular, any organizational planning must take account of individual capital
in the form of talent and ability and of the prevailing or preferred corporate values which
concatenate into the organizational culture.

Strategic Planning and Management in the Public Sector
Public sector managers around the world are preparing strategic plans to outline their
corporate charter, major aims and comprehensive implementation programs to achieve
long range objectives. Traditional planning practices are no longer thought to be suitable
in the reformed environment because they are too short-term, concentrate on single
issues, use hierarchical decision processes, have limited participation of players, are
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directive-based, are oriented towards management and focus on operational process.
Strategic planning offers practices which are longer term, deal with multiple issues,
employ non-hierarchical means, offer greater involvement, are more consensus-based,
and have a community and political orientation with greater concentration on policies
(Kemp, 1989). This does not mean that both forms of planning are mutually exclusive.
As noted earlier, in practice many planning features from each extreme co-exist in public
bodies. The degree and mix will depend on the nature and scope of the planning
application; whether it is inside or outside the organization; if the issues involve policy
development, implementation or administration; and, if the activities are seen as day to
day or longer term activities. This reassessment stresses the importance of strategic
planning and the acceptance of a planning hierarchy with different priorities at each
management level- see also Hax and Majluf (1996).

Strategic planning enables a government agency to serve multiple goals, primarily
political and social, by providing a service to the public which is funded by, and
ultimately accountable to, the public. Axiomatically, it should be allocated sufficient
resources to meet its roles and to remain healthy and viable. Organizations in this milieu
develop administrative defences in the form of long term organizational goals and
objectives beyond the short term vagaries of current policy interpretation and
implementation and fighting management bushfires. A well-prepared agency is better
equipped to counter and respond to the propensity of the media and politicians to bash
and blame' the bureaucracy. Internally, it is able to adapt more readily to changing
governments by emphasizing longer term organizational goals and staff programs as part
of the policy transition process.

In the public sector, strategic planning enables an agency to adapt and survive in an
environment of political and organizational Darwinism whereby the fittest, best-prepared
and most flexible entities can withstand threatened or actual change. In this context,
organizational survival is not an unreasonable aim (Michael, 1976) and without reifying
the concept too much, it could be considered in Maslovian terms as the absolutely basic
physiological and psychological needs necessary for self-actualization - that is, serving
the public to the best of its abilities. Indeed, strategic planning provides a level of
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stability and continuity for the organization by developing performance standards and
clear, results-oriented goals against which progress can be measured and evaluated.

APS agencies operate within a continuing management cycle, which includes corporate
level planning, but they are not bound by general, overarching Federal legislation to
produce strategic plans. Even so, the enabling legislation of statutory agencies, such as
the Aboriginal and Torres Strait Islander Commission (ATSIC), Spectrum Management
Agency, Australian Trade Commission and the Great Barrier Reef Marine Park
Authority, has been amended progressively to include specific requirements for
developing and publishing formal strategic plans and reporting against their objectives.
By comparison, there is a formal requirement for US Federal agencies to develop and
submit strategic plans under the authority of the 1993 Government Performance and
Results Act (GPRA). While there is no indication in the immediate future that APS
agencies will be subject to a similar legal regime of performance management control,
there are planning and reporting implications within the burgeoning accrual management
framework that reflect similar outcomes for the APS. It is therefore instructive to
examine the US situation and the developments leading to the current arrangements.
Public Planning Developments in the United States
In 1976, the US Congress undertook a detailed assessment of the value of long range

planning and strategic assessment structures noting that these techniques had become
more of an established part of management in large, complex, private corporations than
in the Federal Government (USHoR, 1976: 126). The Congressional Committee on
Science and Technology examined private sector experience in corporate planning,
possible planning applications in Government agencies and forecasting tools to assist 'in
coming to grips with major long range national policy problems and opportunities'
(USHoR, 1976: 9). While the Congressional report did not endorse long range planning
as such it highlighted several significant issues:

•

The need to link planning and action was acknowledged but there were dangers in
locating the long range planning function in the President's Office due to the nature
of overriding short term political imperatives.
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•

Planning required regular monitoring and reporting documentation to focus work
efforts and to structure any dialogue between Congress and the Executive.

•

The scope and content of plans were critical to clarify 'Congressional expectations'
and serve as a tool to prevent 'disappointing performance by the Executive Branch'.

•

Location and oversight of the planning function were important and apart from the
President's Office, it could be placed in a separate branch of Government, in an
'independent institution' or in the Office of Management and Budget. (USHoR,
1976: 121-123)

The impact of the Reagan Administration's budget policies and ideology subsequently
forced state governments to investigate private sector solutions through contracting out,
partnering arrangements and techniques such as Total Quality Management and strategic
planning (Berry, 1994). Over the period 1980-1991, at least 264 state agencies, in nearly
every US state, initiated strategic planning which incorporated a clear statement of
mission, identified external stakeholders and their assessment of the agency's purpose
and goals, delineated strategic goals and objectives over a 3 - 5 year period and
developed strategies to achieve them. Berry tested several hypotheses and concluded that
the primary explanations for adopting strategic planning were that:

•

The sound fiscal health, generally related to an organization's size, facilitated the
introduction of strategic planning.

•

Agencies were more likely to take up strategic planning if sister agencies in nearby
states adopted the process - this appeared to be part of a normal regional diffusion of
management policies.

•

State Governors and agency directors were most likely to embrace strategic planning
early in their administration - presumably as a means of establishing their policy
agenda.

•

Agencies with the closest affiliation with private sector businesses were more likely
to adopt strategic planning. (Berry, 1994: 327-328)

Another survey of the experience of 548 US State agencies with strategic planning
confirmed the positive effect that this 'hot innovation in public management' had
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wrought in the organizations (Berry and Wechsler, 1995: 159). The analysis found that
strategic planning was employed mainly to improve program and policy direction, to
emulate good business practices and to manage reducing agency expenditure imposed by
government budget and fiscal pressures. Planning timeframes of five years were
common but constrained by electoral cycles, annual funding and budget cycles and policy
crisis management. Berry and Wechsler also noted the evolution of agency planning
which had become more inclusive by involving both internal and external stakeholders,
that planning processes were becoming more formal and institutionalized, that time
horizons were gradually increasing, that strategic planning was becoming more integrated
into broader TQM initiatives for the organisation, and that updating rather than replacing
plans seemed to be preferred noting the amount of work effort and time involved. Other
observers have noted that organizations have moved away from sterile and inflexible
strategic planning models to those which incorporate vision elements such as capacity for
learning and change process within the implementation cycle (Barry, 1998; Hamel and
Prahalad, 1994; Peters, 1992).

The benefits of strategic planning outcomes for public agencies appeared to confirm
those in the strategic management literature. The process certainly rated highly in
clarifying agency direction and goals, and assisted policy and budget decision making.
Client and external relationships had improved but there was some reticence to rate
strategic planning highly for any improvement in internal management. Agency service
delivery was better since strategic planning had been introduced but agency
reorganization, as an outcome, was not seen as benefiting from the process. Overall, the
analysts believed that strategic planning had been a successful management innovation in
these state agencies and were optimistic about its future successes:
Strategic planning can be viewed as a forerunner of broader quality management processes that
will emphasize rethinking and recreating core work processes as technology is integrated into the
workplace, and as the concept of quality service production and delivery become part of the public
sector "corporate" culture. (Berry and Wechsler, 1995: 166)

Following the recommendations of the 1993 National Performance Review, the US
Government determined that federal agencies should improve their performance by
developing and implementing strategic plans.
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US Government Performance and Results Act • Public Sector Strategic Planning
US Congress enacted the Government Performance and Results Act (GPRA, 1993) as
part of a concerted effort to redress poor performance by its public service. The
legislation provided for the establishment of strategic planning and performance
measurement for government agencies and 'set in motion a process that will help the
federal government to operate more like a business' (Blackerby, 1994:21). The Act also
required agencies to provide annual performance plans and reports for high level
scrutiny. A two-stage, pilot project, managed by Office of Management and Budgeting
(OMB) and involving at least 15 agencies, was to prove the concepts of strategic
planning, performance planning and reporting, and performance budgeting by 2001.
Congress foreshadowed the implementation of performance budgeting thereafter for all
federal agencies, subject to the recommendations of the OMB report (USGAO, 1993b).

In the introductory section of the Act, Congress records its dissatisfaction with the waste
and inefficiency in federal programs that the legislators claimed had undermined the
confidence of the electorate and reduced the Government's ability to address public
needs. The GAO has suggested that two contemporary forces had coalesced Congress to
initiate another series of reforms to revamp fundamental operations of federal agencies 
the continuing series of deficit budgets and growing public demand for more effective
and lower cost services (USGAO, 1996).

Over time, agencies had developed incrementally, largely based on structures and
processes that reflected previous programs and processes; consequently, they were slow
to adopt modem information and communications technology as part of their operational
environment. Congress had contributed to this muddling state by allocating new program
responsibilities over time leading to a confusion of program goals, strategies and
measures of success. In many cases this mixture had generated fragmentation and
duplication. The federal food safety program, for example, although driven by 35 laws
and administered by 12 different agencies had still not met its objective of effectively
protecting the public from major foodborne illnesses (USGAO, 1996:4). Moreover,
traditional performance reporting of federal programs had been presented as money spent
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on input related activities, numbers of staff employed or tasks completed, rather than by
program impact or outcomes.

However, Congress did acknowledge that federal managers were constrained in
improving efficiency and effectiveness because of poorly articulated program goals and
inadequate information on program performance. Similarly, policy makers, funding
decisions and program monitoring had also suffered because of insufficient attention to
program performance and results.

The Senate and House of Representatives intended to rectify this situation by enacting
purposive legislation aimed at:

•

improving public confidence in the capability of the Government by holding federal
agencies accountable for program results;

•

initiating program performance reforms by setting goals, measuring performance and
reporting progress publicly;

•

promoting the focus on results, service quality and customer satisfaction, helping
managers improve service delivery through planning and feedback on program results
and service quality;

•

providing Congress with more objective information and relative outcomes of
programs; and

•

improving internal management of the federal Government (GPRA, 1993).

The Congress stipulated that strategic planning was to be the primary vehicle for
improving government performance and directed that each agency head was to submit a
strategic plan to OMB and Congress by 30 September 1997. Further, the plans were to
include a comprehensive mission statement, outcome-related goals and objectives for the
major functions and operations of the agency, a description of how goals and objectives
were to be achieved and their associated resource needs, linking of objectives to
performance plans, a list of external influences beyond the control of the agency that
would affect goal achievement, and program evaluation information and schedules.
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The GPRA contains a prescriptive framework and processes for strategic planning. Plans
were to be prepared only by federal employees and cover a five year period with
revisions at least every three years. Agencies were to consult with Congress in
developing plans and to seek the views and suggestions of interested or affected parties.

From 1999, agencies are required to submit an annual performance plan to OMB for each
budgeted program activity. The plan is to establish performance goals in objective,
quantifiable and measurable terms, and describe the resources needed to meet the goals.
Performance indicators are to be set to enable measurement of relevant outputs, service
levels and outcomes for the activities. To round off the plan, agencies are to include the
means for comparing actual results against planned goals and show how the measllred
values have been verified and validated. If performance goals are not suitable for
program activities, OMB may authorize an alternative form that describes levels of
success or indicate why performance goals are not practical. There is some flexibility for
the agency in aggregating or consolidating activities as well as classifying material in the
national interest.

The Act defines outcome and output measures, performance goals and indicators, and
program activity and evaluation as the basis for government strategic planning and
performance management as follows:

•

Outcome measures are assessments of the results of a program activity compared to
its intended purpose.

•

Outpu~

measures are tabulations, calculations or recordings of activities or efforts that

can be expressed quantitatively or qualitatively.
•

Performance goals are target levels of performance expressed as tangible, measurable
objectives, against which actual achievement will be compared, including goals
expressed as quantitative standards, values or rates.

•

Performance indicators are particular values or characteristics used to measure output
or outcome.

•

Program activities are specific activities or projects related to the mission of the
agency.
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•

Program evaluation is an assessment, through objective measurement and systematic
analysis, of the manner and extent to which programs achieve intended objectives.

The GPRA stipulates a start date of March 2000 for annual reporting to the President and
Congress of the previous year's performance. The report is to compare planned against
actual performance, review successes and shortfalls, indicate what schedules are being
implemented to improve performance, and summarize evaluation results. The agency
may combine performance reports with annual financial statements.

In a pilot program, OMB was to choose at least 10 representative agencies to participate
in a three year trial of strategic planning, performance planning and performance
reporting over the period 1994-1996. Pilot agencies would obtain some relief from the
full implementation load by exercising waivers for administrative procedural
requirements. At the end of this trial, OMB was required to report on the benefits, costs,
usefulness and difficulties encountered. Subsequently, five agencies would pilot
performance budgeting in 1998 and 1999 showing the levels of outcomes that could be
met against different budget allocations. OMB would follow up this exercise with
recommendations on the feasibility, advisability, difficulties, proposed legislation and
other issues relating to performance budgeting by March 2001. Contingent on this
report, ·Congress would consider extending the implementation of annual performance
budgets to all agencies.

The suggested critical planning practices and management cycle steps for implementing
GPRA imperatives in US government bodies (USGAO, 1996c:l0) are shown in Figure
4.1.
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Step1: Define Mission and Desired
Outcomes
1. Involve stakeholders
2. Assess environment
3. Align activities, core processes and resources

I

I Step 4: Reinforce GPRA Implementation
9.
10.
11.
12.

Devolve decision making with accountability
Create incentives
Build expertise
Integrate management reforms

Step 2: Measure Performance

I

4. Produce measures at each
organizational level that demonstrate
results, are limited to the vital few,
respond to multiple priorities and link
to responsible programs
5. Collect data

Step 3: Use Performance Information

6. Identify performance gaps
7. Report information
8. Use information

Figure 4.1 Key Steps and Critical Practices for implementing GPRA (USGAO, 1996c)

In 1997, Congress asked the GAO to review and evaluate the latest draft versions of

strategic plans being prepared for submission. The review was to examine issues of
compliance with the Act, whether plans reflected key statutory requirements for each
agency, if plans addressed coordination with other agencies, if management challenges
had been covered and to assess agency capability to provide reliable performance
information. The GAO's report (USGAO, 1997) showed mixed results and identified six
critical issues that warranted 'sustained attention'. First, agencies had failed to provide
linkages between long term goals, the strategies to achieve the goals, annual performance
goals and day-to-day activities. Second, many of the expressed goals and objectives
contained weaknesses such as not being results oriented, difficult to measure or assess, or
in fact missing for major functions. Third, many of the plans contained strategies which
were underdeveloped or incomplete, or failed to address major management challenges
and high risk areas such as correcting IT investment or security problems. Fourth, there
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was little evidence of interagency consultation or coordination on federal programs in the '
plans. Fifth, GAO considered that many agencies lacked results-based performance
information to use as a baseline to set improvement targets; and, that if the information
did exist its reliability was questionable. Sixth, there was a lack of discussion by
agencies of program evaluations in setting strategic goals or they did not provide a
schedule of planned evaluations in their strategic plans. GAO concluded that agencies
were struggling with the concept and processes of 'adopting a disciplined approach to
setting results-oriented goals and formulating strategies to achieve the goals' USGAO,
1997: 21). Despite these criticisms, GAO is aware that Congress understands that it may
take agencies several planning cycles to refine the processes and improve the quality and
content of GPRA-based plans.

The APS does not have a general legislative mandate for strategic planning but it does
operate within a constituted public management cycle which incorporates a planning
framework.

Planning in the Australian Federal Public Management Cycle
The development and operation of APS strategic planning occurs within the context of
the Pubic Management Cycle (PMC) - a sequence of interrelated and continuing
management processes aligned with the annual Budget cycle and endorsed by the
Government to form a framework which gives purpose and rhythm to the public service.
The PMC is a simplified structure of recurring and interlocking processes for planning,
budgeting, implementing and evaluating the government's policies. It aims to achieve the
highest possible correlation between formal planning and effective strategic performance
for APS organizations. The current corporate and program management cycle has
evolved over the last 20 years and reflects the efforts of various reforms. It incorporates
'a range of ideas in management theory (including management by objectives and
strategic management) coupled with program managers' actual experience'
(MAB,1993b:8).
Public sector planning differentiates clearly between global and operationallbudgetary
planning levels. While the division is often blurred in practice and the frequency and
quality of planning may vary, the approach is consistent with advanced private sector
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planning processes which recognize hierarchical levels of planning (corporate, business,
functional) as well as the procedural or cyclic transition from strategy formulation to
strategic programming and operational budgeting (Hax and Majluf, 1996: 28).

According to the 1993 MAB-MIAC report Building a Better Public Service, the joint
efforts of corporate planning, PMB and associated reforms have instilled APS managers
with 'a deeper understanding of their objectives, the ways in which resources are to be
deployed to meet those objectives, and the results of their policies and programs' (MAB,
1993b: 10). The report concludes that programs are now evaluated more systematically,
are achieving better outcomes and that taxpayers are getting better value for their money.
The extension of reforms into the detailed exposition of accrual-based outcomes and
outputs to build on PMB advances (Boxall, 1998) places even greater emphasis on the
financial management aspects of public sector planning and performance. The structure
of the PMC and its main interrelationships are shown in Figure 4.2 (Budget, 1991).
Portfolio Budget
Statements,Annual
Reports,Budgetand
evaluation documents
Minister-Secretary/CEO
relationship & dialogue

Parliament,
parliamentary
committees,
ministerials,
Auditor-General,
Ombudsman, AAT &
lobby groups.

Service
Delivery

Figure 4.2 Public Service Management Cycle
(Adaptedjrom Portfolio Program Estimates, 1991-92)
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The four phases of the inner circle of public sector management connect public service
accountability to the Executive, Parliament and the Public. There is a stimulus-response
interaction with the external environment of the public organization at each stage of the
cycle. This input can take various forms such as formal directions, informal suggestions,
negotiation, generic or specific feedback and advice. In particular, there needs to be an
overall meeting of minds at the early stages of the cycle with the political executive to
establish the scope of policy initiatives and their likely impact and cost in terms of
program implementation. There is room throughout this entire cycle for the full range of
decision making from highly reactive and immediate disjointed incrementalism in the
best traditions of Lindblom toward longer term, considered, rational-comprehensive,
strategic review of policy alternatives and outcomes condensed in time to meet Budget
schedule requirements.

Writing about the public management cycle in 1989, Holmes (1989) described its
apparent 'disarming simplicity' but pointed out that it comprised a series of concentric
management cycles which corporate managers must integrate. Holmes noted the various
levels of relevance for the cycle including the Executive, Parliament and even its impact
on the electoral cycle and the point of service delivery to clients/customers. Cycle time
can vary markedly depending on the impact level, ranging from several weeks in
delivering payment cycles to over 12 months for the Budget preparation and
implementation round. The operation of each phase of the cycle will be examined in
tum.

PMC Phase One - Planning Objectives and Strategies
The initial phase of the management cycle requires planners to identify or clarify agency
needs and then link these objectives and associated strategies to agency operations.
Under the auspices of PMB, planning establishes outcomes for each program, initializes
program and organizational structures and administrative support, and quantifies the
degree of decentralized decision-making (devolution) and resource allocation to
programs.
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The Minister and Secretary, after consultation with service providers, would usually
build on existing portfolio arrangements and set the scene for incremental policy progress
and development. Occasionally, a new or consolidated program group may arise or
portfolios may be merged as part of machinery of government changes. In these
circumstances the politico-management nexus may need to adjust and agency
infrastructure may need to be changed radically without the benefit of historical
experience, corporate memory or hindsight. This boundary spanning between the
Government and the public CEO provides a continuing and legitimate basis for the
organization's physical existence, authority to implement all necessary actions to meet
policy objectives and to maintain staff support and a corporate culture committed to
serving the public customers of the portfolio.

The Minister-Secretary relationship is critical to translating political intent (on both sides
of the desk) into black letter law and policy rules for the organization and does not seem
to have an equivalent in the private sector. Policy and policy management issues tend to
merge at times and should be considered by both parties, although the Minister is
ultimately accountable to Parliament for the outcomes of programs as well as the outputs
of service delivery. The Secretary/CEO needs to ascertain a framework of policy,
program and administrative objectives and priorities from the Government so that the
agency can provide relevant, timely and fearless advice. The political imperatives may
limit the strategic options available for the agency to pursue agreed objectives depending
on the constraints and opportunities in the external environment which itself may be
highly volatile. Once the framework is established, it is:
the Secretary's role to keep closely in touch with changes in those objectives and priorities and
ensure that the application of resources in the department best reflects those objectives and
priorities and is understood by the Minister. (Codd, 1990: 13)

It will also fall to the Secretary/CEO to ensure that the agency has clear corporate goals
and objectives which can be attained through sound management and structures. The
best vehicle to meet this challenge is the corporate plan which can have a 'powerful,
positive and pervasive effect on the quality of management practice'. (Codd, 1990: 49). In
terms of planning output:
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departments would be encouraged to develop a corporate plan in which the objectives, targets and
performance indicators of each of its subdivisions would be formulated and applied. (Zifcak,
1994)

Clarity of agency purpose is essential and the Minister can confirm from the plan that the
department's goals are compatible with the government's goals. The mechanics of
organizational planning are generally left to the agency with little or no input from the
Minister; however, the Minister is usually kept informed of the progress and outcome of
the planning process. The Minister's staff may even offer suggestions on the final draft
and depending on the political situation, the Minister may include a personal message
and even sign the preface.

Once the Department has established the political boundaries, it can map out its
program/outcome classes and determine objectives over the longer term. It also
concentrates on organization development in setting a vision of what it wants to become
and usually declares a statement of its mission and core business to rationalize its raison
d'etre. The next phase is to scan the environment, identify organizational strengths and
weaknesses and then crossmatch these against perceived opportunities and threats in the
foreseeable, politically-constrained future. Planners will then be able to extract strategic
issues and objectives and formulate the most appropriate and relevant strategies to
achieve strategic aims. Structures are then modified or created to implement strategies.
A hierarchy of working plans (Program Plans, Business Plans and Operational/Action
Plans) can then be raised to reflect the higher level objectives in increasingly greater
detail and shorter timeframe at the coalface of operations.

Planning at the macro level aims to make goal setting and subsequent evaluation of
performance more systematic and regular. In private enterprises these activities assist in
maintaining an overall sense of purpose and direction and can serve a similar role in
public agencies. In non-profit agencies plans and plan reviews substitute for the price
and profit signals that 'guide decisions in a commercial enterprise' (MAB,1988: 37).
While the basic planning tenets will need to be observed, planning processes should be
tailored to meet the requirements of particular agencies. Major differences may occur in
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the level and extent of devolution of operations, the type of service delivered and the
structure of the organization and its programs.

Implicit in the success of these processes, according to Wilson (1990) is that there is
commitment and support from the top level of management. The chosen objectives need
to be simple and clear as do the means to achieve them. Actions must be identified, staff
consulted and communications frequent and useful. A core team should coordinate
activities and leaders identified to deliver new policies. The strategies must be
implemented and all processes need to be fine tuned. Most importantly, radical reviews
should be conducted in case major changes in the plan are necessary. Wilson also
advocates setting up a separate body to oversee implementation in line agencies and to
provide independent reports to management.

Much of this planning can be accomplished in consultation with agency staff who are
able to provide valuable contributions based on pragmatism and hard won experience.
Nevertheless, the strategic framework and an outline of the current and especially the
envisaged strategic landscape is prepared by the agency executive and only limited
amounts of colour and detail are added by the line staff and managers.

Not all observers are convinced that a corporate plan is the best instrument to reflect the
contract-like agreement between the two parties:
It might be argued that a corporate plan represents the strategic management bargain struck
between department and minister. For a department of state, however, the corporate plan in an
unsatisfactory way of handling this relationship. Mission statements and associated goals are too
broad and too difficult to change to give much sense of direction, particularly where a department
is operating in a highly volatile political environment. For most departments, the corporate plan,
once complete, is a tablet of stone. It is given an honoured place in annual reports but otherwise
forgotten (Stewart, 1995:5).

PMC Phase Two · Budgeting and Operational Planning
At the budgeting and operational planning stage, the agency bids for, receives and
subsequently allocates resources to those activities necessary to meet policy objectives.
This phase is confined to agency planning through its program plans - however, priority
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fluctuations and organizational exigencies mean that there are continuous reviews and
repeated iterations and comparisons with the initial planning stage.

Decisions concerning resource management are central to effective program management
as they affect the ability of managers to meet their planned objectives. Funding issues
include appropriations for a particular agency as an share of total Budget funding,
allocation of resources between programs within a portfolio, and the flexibility of
allocations within programs to implement and support initiatives. The Government is
continually pressuring departments and agencies to reduce costs and improve
performance to encourage a 'do-more-with-less' corporate attitude. The constraints of
limited economic outlook, changes to running cost arrangements such as the imposition
of efficiency dividends, linking wage rises to productivity and harvesting the benefits of
technological advances mean that managers must find innovative ways to implement
change and optimize resources to meet required operational and financial performance
standards.

Once the annual Budget costings are finalized with DoFA and the Budget is passed by
Parliament, funds can be allocated to programs, including corporate support funding, and
public servants can continue their previous efforts or fashion new work to meet the
requirements of new policies. Operational planning means cascading the strategic and
program level plans to the business and work levels to guide day-to-day operations. The
Business Plan, in particular, sets out tasks and priorities for the coming financial year and
assigns budgets to local organizational units.

This second (or indeed concomitant) phase of determining and articulating departmental
objectives, strategies and budgets establishes the ground rules for implementing,
administering and managing policy. It reflects a compromise of public and political
values, program sunk costs, opportunity costs and cost-effectiveness of political and
administrative priorities. It modifies the rhetoric of parliamentary debate and political
platforms into rationality, practicality and affordability. It entrenches and perpetuates
existing programs, the 'stars' and 'cash cows' of public programs; it upgrades, absorbs or
otherwise modifies other 'dogs' or 'question mark' programs; and, it broadens budget
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share by introducing new policy initiatives (Henderson, 1984). The managerial issues
supporting the implementation of policy within this structure of continuous review are
highlighted, in extremis, in the annual frenetic activity leading to the Budget and the
post-Budget cross-examination of justifying departmental and service provider past
performance and estimated needs for current programs by Senate Legislative (previously
Estimates) Committees.
PMC Phase Three · Implementation and Monitoring

Planning and budgeting are meaningless unless the individual programs and policies are
put into practice. In many cases this means providing services and products directly to
the public with the accompanying and inevitable concerns of meeting the high
expectations of customers.

The recording, collecting and correlating of processes, procedures and operational
transactions provides essential management information to line and strategic managers
on the organization's efforts in achieving program goals to the required standards.
Managers and planners need to develop the parameters and performance indicators for
the various elements of programs to firstly, establish an evaluative framework, and
secondly, to ensure that only relevant information is gathered. These indicators are
generally shown in the Program Plans, Budget documents or service level agreements/
business partnership agreements with service providers. Management information
systems (MIS) are essential to collect and present this output data, especially in large,
politically sensitive and high cost agencies serving large numbers of public customers.

Managers at all levels access the information and evaluate it against their immediate
environment. The individual and collective data allow controllers to compare actual
performance to planned targets of efficiency, effectiveness and customer service. Service
delivery standards set in Phase 2 are used to measure the degree of customer/client
satisfaction with services while client population surveys ascertain the effectiveness of
policies on the intended client groups. Direct feedback on service can be given to staff at
the point of service, such as at an office counter, by telephone or through
correspondence. Aggrieved clients may also contribute to the monitoring process by
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exercising their right of independent external review of administrative decisions through
legally constituted bodies such as the Administrative Appeals Tribunal or the
Ombudsman. Members of the public may also write directly to their Member of
Parliament or to the portfolio Minister about the content or particular application of
policies or service aspects.

The implementation and monitoring phase provides feedback to the first two stages
continuously which, in tum, may generate changes or adjustments to budgetary or
operational decisions.
PMC Phase Four · Reporting and Evaluation

Performance reports are prepared regularly for the Secretary/CEO and Minister and are
the basis of day-to-day management decision making. A more consolidated and global
approach is taken for annual reports on accountability to Parliament and the public.
Budget-related reports, such as Budget Portfolio Statements, indicate how departments
have exercised their responsibilities and authority in implementing Government policies
and declaring the associated costs.

Programs are evaluated, internally and externally, to assess their value as public policy
solutions and against success indicators. Departmental outputs and outcomes are
examined in great detail by parliamentary watchdogs of the taxpayers' purse to ensure
probity, economy and efficiency of legislated operations.

External scrutiny of agency practices is a regular and ongoing prospect for public
servants. Parliamentary committees or the Australian National Audit Office may
investigate issues of public management involving particular departments and produce a
document tabled in the legislature which may precipitate extensive changes in
organizational or service delivery practices. Also, the Auditor-General reviews closely
the annual financial statements of agencies to confirm that financial accounting practices
accord with general accounting principles and Commonwealth guidelines and
regulations.
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The reporting and evaluation phase of the public management cycle relates actual results
against planned achievements and serves to improve overall decision making while
providing 'the essential bridge between past performance and future planning.' (Zifcak,
1994: 94)
Implementation and Impact of APS Corporate Planning in the 1990s: The
Experience
There has been a plethora of reviews on the implementation and impact of corporate
management including corporate level planning in the APS. These include investigations
by parliamentary committees, commentaries from academics, pronouncements from
politicians, studies by central agencies responsible for managing the introduction of the
processes and evaluations by the departments and agencies themselves.

The Department of Productivity was the first Commonwealth department to develop and
publish a strategic plan in 1980, just before the department was abolished. (It is
unknown whether the two events were related.) In those early days, it appeared that
senior officials were wary of corporate level planning approaches as being too
constricting for public sector application. Their objection was based on the need to be
able to react quickly to ministerial requirements and changing circumstances as they
arose. Moreover, there was concern about aligning planning with the annual budget
cycle and the three year election cycle (NBMR, 1982). These objections have prevailed
for nearly 20 years.

In a detailed 1988 study of initial attempts at corporate planning by 13 Commonwealth

departments and statutory bodies, Glasson and Goode (1988) found that senior managers
had acknowledged the growing instability of the public sector environment and
recognized that corporate planning was an orderly method of transition to good public
management practices. The turmoil caused by wide-ranging change had resulted in
decreasing resources and increasing demands for services, forcing managers to place
greater emphasis on results and performance. These pressures had been complicated by
the impact of rapid technological change, a reassessment of Commonwealth! State/ local
government relationships and the examination of the applicability and value of
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privatization and deregulation for the public sector. Corporate planning processes had
been introduced to counter or at least mitigate the combined effects of these changes but
Glasson and Goode reported that initial planning efforts had been deficient in four main
areas:

•

Goals, objectives and strategies were not being translated into operational plans and
actions; indeed, some work level plans had been developed independently of the
process. Proper implementation had been prevented by the lack of resources and
staff education about corporate plan goals was generally poor.

•

Planning did not focus strongly on performance as the emphasis was still on
monitoring inputs rather than on continuing performance or on outputs. Moreover,
performance indicators were lacking and MIS development was hampered by staff
concentrating on basic financial management while reporting system design lacked
sophisticated measurement ideas. Similarly, policy and HRM were proving to be
difficult areas to assess because of the problems in producing qualitative performance
indicators.

•

Political constraints made effective implementation of long term plans difficult as
Ministers tended to promote short term, expedient decision making and this was
reflected in executive advice to the government. It seemed that Ministers were not,
generally, active participants in the corporate planning process.

•

Corporate planning effort lacked external and strategic focus with some organizations
seeing corporate planning as a means to strengthening corporate management and
improving their MIS. Also, many agencies used their current operations as the
planning basis and assumed that these activities would continue. This was unrealistic
in the light of changing circumstances and trends. (Glasson and Goode, 1988)

The authors suggested that these problems could be overcome by an increased focus on
key strategic issues, setting realistic goals and strategies and obtaining user commitment,
relating planning to decisions and results and gaining longer term commitment to
planning. In other words, strategic planning education, frameworks and processes in the
APS needed to be revamped. To this end, Glasson and Goode offered son1e helpful
advice on restructuring and managing the planning process.
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The Department of Finance has also reported on the burgeoning development of
corporate planning as a component of FMIP in the APS (DoF, 1986; DoF, 1988). The
1986 figures showed that about 70% of agencies had prepared a statement of goals but
that only about 30% had a corporate plan endorsed by their Minister. The 1988 returns
recorded only limited progress over the previous two years, purportedly due to
departmental (machinery of government) restructuring in 1987, but the report did note
that most departments had at least started the corporate planning process (MAB, 1992).

In another forum, Portfolio Secretaries were surveyed about corporate planning practices

in April 1988 (Keating, 1988). The responses to the survey confirmed that corporate
planning had been accepted or was in train, that it was considered to be valuable as a
management tool and that similar approaches were being followed between agencies in
linking corporate strategic planning with operational decision making through annual
program or divisional plans. The processes associated with planning were considered to
be important to engender the wider perspective for managers; however, the production of
a corporate document was considered to be a worthwhile disciplinary exercise in:
communicating the department's priorities, intentions and outcomes to government, staff and
clients (Keating, 1988:5).

The 1988 FMIP survey confirmed Glasson and Goode's conclusions that corporate
planning was developing in most government departments as part of the corporate
management response to a radically changed environment. Development was occurring
in three main areas: structures (establishing planning committees and procedures,
defining goals and missions and preparing documents), linkages ( subsidiary plans and
planning processes and impact on resource management and policy decisions) and
information/evaluation (assessing performance and linking evaluation to planning).
Survey responses showed that agencies were adopting relatively formal planning
procedures and documents and that linkages were reasonably formal between planning
and operations. Little formal development had taken place in links between planning and
information and evaluation which the report accepted noting the difficulty in developing
performance indicators and evaluation processes. The most progress had taken place in
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the more operational departments but the report acknowledged that many qualities of
planning could not be ascertained in surveys. (DoF, 1988: 34-37).

In their 1992 review of public sector management, Wanna, OFaircheallaigh and Weller

(1992: 77-98) considered the value that corporate top management had added to the work
of government agencies. They reported a less than wholehearted acceptance of the
model. Despite the usefulness of corporate planning in 'clarifying goals and establishing
priorities' the technique was regarded as an isolated exercise rather than something that
was enduring and integrated into overall management practice. Wanna et al criticized the
slogan-like quality and extreme generality of corporate goals as a poor basis for
subsequent operations and accountability. Not surprisingly, there had been inconsistency
in detailing objectives, strategies, outcomes and milestone implementation schedules.
Even those departments that applied themselves rigorously to the planning process and
objective setting were inevitably hamstrung by the lack of control or influence over
environmental factors driving those objectives. Further, the research team noted that
some stated outcomes were either mutually inconsistent or relied heavily on other
departments meeting their own objectives. This point reinforces the claims of critics that
private sector techniques are unsuitable to meet the interdependencies of public policy
planning and implementation. Finally, they noted the lack of integration of corporate
planning with resource allocation, a fundamental requisite of the PMB. Overall initial
progress of APS corporate management had been:
uneven, both between agencies and between different components of the process. This could
reflect the recalcitrance of public servants who are reluctant to submit to central direction and to
measurement of their performance, or it could result from problems inherent in the application of
the corporate management model in the public sector. (Wanna, OFaircheallaigh and Weller,
1992: 86)

Considine (1990: 174-175) was more scathing in his evaluation of the impact of early
corporate planning in state and federal public bodies. The narrowmindedness of the
planning process and top down manipulation of planning boundaries constrained any
meaningful investigation and produced predetermined outcomes. The use of external
consultants in structuring plans and conducting planning sessions further alienated SES
and staff members who considered many of the issues presented as either irrelevant or
too detailed to provide guides for action. As a result, initial plans, although less than
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valuable to the organisation, had been embedded with limited revision even after several
planning cycles. Nearly all of the officials interviewed who had been in these planning
exercises believed that the processes had failed to produce clear objectives to enable the
organization to manage its environment. Indeed, the main benefit appeared to have been
the Hawthorne effect of group discussion about goals and aims. Considine summarizes
this period of planning impact as follows:
The comprehensive, mechanistic, and centralising features of this approach seemed to account for
its failure to deliver the promised "guiding hand". Important problems were frequently glossed
over because of the risk of external criticism and because of a refusal to explore internal conflicts
over the organisation's values. The plans were controlled and controlling, they avoided
controversy, but they usually added nothing new to the role of the individual client or official.
(Considine, 1990: 175)

The introduction of corporate plans also enabled several distinctions relating to approach,
process and purpose to be drawn between the departmental participants. Plans reflected
the characteristics of their department's function by adopting economic (primary industry
and energy, transport and communication) or client-based (social security, veterans
affairs or education, employment and training) approaches. Planning processes received
varying degrees of priority as far as staff participation and consultation ranging from the
directive to the fully democratic approach. Finally, the purpose of planning appeared to
satisfy either internal or external requirements with organisational objectives able to be
used as the baseline for performance reports through annual reporting (Davies et aI,
1989). The political impact of more readily available and detailed results was seen as
potentially embarrassing to the government once political and administrative rationality
'collided'. In 1989, Davies et al foresaw many challenges facing the continuation of
corporate management, including corporate planning, in the public sector. In particular,
the traditional difficulty or unwillingness of governments to state their objectives clearly;
the problems associated with matching programs and structures across traditional public
sector management; the continuing issues of cultural adjustment by public servants and
managers; the reconciliation of effectiveness and efficiency with client equity and equal
opportunity; the establishment of performance indicators; the conflict between
ministerial accountability and the principles of corporate management; and, the question
of organisational stability to achieve both political and administrative goals (Davies et al,
1989: 11-16).
130

This question of integration has been considered by Zifcak (1995). He observes that the
expectation that corporate planning would become an integral part of the government's
decision making process has been slow to be realized in both the UK and Australia. He
suggests that neither the FMI departmental planning system nor the delegated budgetary
arrangements were integrated with the public expenditure cycle in Britain and hence both
reforms were 'rapidly marginalised'. Zifcak also considers that the effect of corporate
planning in the APS has been marginal in part due to its introduction as a parallel rather
than an integral component of budgetary decision making. This contrasts sharply with
the program budgeting side of FMIP which showed an immediate impact on the budget
process as its outputs were open to parliamentary scrutiny (Zifcak, 1995: 15).

The Australian Public Sector Reformed • Planning and Reporting
Perhaps the most detailed examination of public sector reforms to date has been the wide
ranging 1992 Government Task Force Review (MAB, 1992) which surveyed APS staff,

inter alia, on the impact of changes to agency planning and reporting. The Report found
that most managers agreed that the reforms had been incorporated into work areas and
had had a positive effect. While SES officers were strongly convinced on these points,
other staff thought that the quality of service had not been affected but there were diverse
views as to whether the cost of providing service had actually increased. The report
concluded that:
To some degree, planning at an agency level may be as much a response to the reforms as an
element of them. Regardless of its origins, however, APS agencies have learned to plan at a
corporate level and this has helped focus (usually) large organizations on their objectives in a
complex environment (MAB, 1992: 330).

The agencies also commented on structures and processes of implementation, integration
of reforms, linking into the management cycle and about problems that had been
encountered. Many bodies had instituted structures to formally link planning and PMB
at all levels - others used coordination through executive-level and subordinate
management committees. Corporate plans were, as intended, the enabling documents in
an integrated system of plans culminating in business or action plans for designated areas
corresponding with budget cycles. Some plans were general in nature but others
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reflected portfolio program structures and provided the reporting basis for annual
Program Performance Statements in the Budget round.

Linking evaluation into the management cycle had been more problematic, especially
those relating to resource allocation within a program. Evaluation of programs with set
program goals had proven to be less troublesome than policy areas which were inherently
more reactive and responsive by nature (MAB, 1992: 333). Customer or client focus,
depending on the service provided by departments, also influenced the linking process.
The feedback loop was considered to be integral to corporate planning and budgeting,
and seen to be the responsibility of program managers. Some saw the annual work plan
at least to branch level as the medium for linking planning and evaluation and the basis
for staff appraisal.

The Review also noted that agencies reported problems in connecting corporate planning
and daily operational issues. The definition of performance indicators for assessing
outcomes against long-term objectives was also proving to be difficult. In fact, some
commentators suggested there was a need for streamlining internal processes to produce
more incisive and priority-driven planning.

Any suggestion that corporate planning, along with a raft of other management
initiatives, was a panacea for APS management had been treated cynically by some
managers and staff. Notwithstanding, the increased pressure on the internal management
cycle of departments and agencies and the accent on personal accountability for SES and
Senior Officers was driving home the importance of the role and functions of corporate
planning.

The assessments of the impact of corporate planning during its introductory phase had
shown that the process planning had evolved progressively to become a mainstay of
program management even though it was not embraced initially with wild enthusiasm.
Once departmental executives accepted the merits of the process they were able to
incorporate it within the corporate toolkit. That is not to say that the process had been
fully accepted as essential by all senior executives. Moreover, there was no commonly
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accepted or endorsed planning technique or methodology throughout the APS, and
managerial and resource commitment to the process varied markedly between agencies
(MAB, 1992: 339).

The level of detail contained in agency plans to 1992 had also varied enormously and
was in no way standardized; however, the MAB survey showed that most organizations
were incorporating program and other plans within an umbrella document which outlined
overall strategic direction and listed corporate values. Corporate and program
perspectives had not created any conflicts and this may have been due, in part, to staff
consultation in preparing plans. Most agencies believed that staff should participate to
provide valuable input, become more committed to planned outcomes, understand better
their role in meeting objectives and to expedite and facilitate change management within
the organization (MAB, 1992: 338-340).

As a consequence, most staff were at least aware of their corporate plan although more
senior managers tend to be more involved and aware than the junior ranks. Despite the
intention of corporate planning to encourage and support two-way communication, the
results so far seemed to indicate that traditional, top-down direction on corporate issues
still predominated and were regarded as more efficient than any alternative. The MAB
survey gave no indication about lateral communication of corporate planning
consultation or liaison between middle or lower level managers.

The Task Force considered that the nexus between corporate planning as an integrated
and recurrent management technique and agency performance was becoming clearer, if
only in making staff more aware of results and outcomes. This provided a sound basis
for improving performance but also highlighted outcome measurement or assessment
deficiencies in some agencies. Also, there was a feeling that the costs associated with
corporate planning efforts were significant although detailed costs on preparing,
managing and reporting were not generally available. While agencies accepted that
planning was cost-effective, much of the time and effort expended in planning 'will not
be measurable' (MAB, 1992: 350).
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The review thought that translating corporate goals into operational strategies had
improved but the delays are symptomatic of the residual doubts about corporate planning
in the APS. This was particularly so in the policy areas of departments. The integration
process was slow and appeared to have been undertaken on a practical level rather than
simply accepting and implementing the notion. The MAB was reluctant to draw general
conclusions or offer prescriptions noting that they may be treated as proverbs (MAB,
1992: 350) recalling and inviting comparison with Simon's (1946) pronouncements on
administrative aphorisms. Notwithstanding, the most common suggestions were that
staff should be involved; care should be taken with in publicizing and presenting plans;
planners should resist the temptation to make plans too rigid; and that those involved
should persevere with the process.

The MAB considered the main problems inherent in integrating the planning and
reporting reforms as overlap, inconsistency or lapsing' into symbolic activities
apparently removed from the active management of the organization' (MAB, 1992: 379).
Significantly, there were no reported tensions or reconciliation difficulties between
corporate management and program management. The corporate plan was seen as a
general statement of corporate values which referred to other planning documents for
more detail on whole of government programs or organizational infrastructure. The
reporting documentation (such as Program Performance Statements) covered more
immediate corporate concerns, objectives and performance against predetermined
indicators. Certainly the number and scope of plans had increased and there was
inevitable overlap and duplication of content.

Overall, the Task Force identified that acceptance and melding of corporate planning into
the flow of government agency activities was essential:
The major problem with corporate planning is its incorporation in what is usually called the
"management cycle": that is, ceasing to be a defence against complexity and uncertainty and
becoming an essential part of active management of the agencies whose job it is to deliver
government programs. It is very difficult to discern this, but it seems to be happening in those
agencies that have put most effort into adopting the technique. (MAB, 1992: 350)

The report suggested that the greatest risk was that planning would obstruct rather than
facilitate action. The potential danger was that as plans begat guidelines, the processes of
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meeting guidelines and producing plans would become ends in themselves. In summary,
however, the report considered that reforms of planning and reporting 'have had a
substantial and positive impact, overall, on agencies throughout the APS' (MAB, 1992:
381).
A Selective Review of Public Plans 1990-1998

A selection of 41 corporate/strategic plans published by Australian and overseas public
agencies during the 1990s has been analyzed to gauge the format, terminology and
content of the publications. Details on each plan have been extracted and are shown at
Annex A. A more detailed analysis of plans for Australia Post, Defence Housing
Authority, Australian Bureau of Agricultural and Resource Economics, Civilian Aviation
Agency, Australian War Museum, Health Insurance Commission and Great Barrier Reef
Marine Park Authority is also shown in Annex A. In some cases, interviews were
conducted with planners and managers to obtain further information on processes,
planning sequences and staff consultation and attitudes. The lack of standardized
planning processes or a common planning model made evaluation difficult but some
general observations have been drawn from the available data.

The format and content of the plans differed greatly and there was wide interpretation as
to the meaning of terms compared to the accepted but apparently ignored definitions
published by the Management Advisory Board (MAB, 1993) as shown in the Appendix.
Term such as vision, mission, charter and purpose were confused and designations such
as key result areas, priorities, objectives and goals were used interchangeably. The use
and understanding of programs, strategies, environment, performance indicators, values
and organisational structure were more standardized but were tailored to the specific

operations of the planning agency rather than in accordance with any government-issued
template or checklist. The breakdown of terminology usage is shown in Table 4.3.
Presentation of plans ranged from the austere to the outlandish. Some plans contained
extensive details, figures and tables. Several agencies preferred a minimalist, text-only
format while others published colour coordinated, artful layouts with resplendent
corporate logos and professionally-designed magazines, brochures and pamphlets. The
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smallest plans contained only two pages and the largest contained 200 pages with most
(16) falling in the 10-20 page group.

Content
Vision
Mission
Charter/ Purpose
Key Result Areas/
Priorities
Objectives/ Goals
Programs
Strategies
Environment
Performance Indicators
Values
Organizational
Structures

Australian
Commonwealth (32)

Australian States (4)

11
18
12
15

2
3
0
2

23
10
15
12
13
12

3
0
2
0
3

9

0

International
(5)

4

1
4

2
2
3
1
3
4

0
1
1

Table 4.3 APS Plan Contents

The plans demonstrate and reinforce many of the conclusions reached by previous
reviews, particularly those by Glasson and Goode in 1988 and the MAB study of 1992.
Most plans contain at least an outline of the programs undertaken by the agency and give
a measure of detail about strategic directions and the corporate values held by those
organizations. It is difficult, however, to gauge the degree of change resulting from the
introduction of strategic planning mainly because of the lack of baseline information
about previous performance and the complicating effect of other reform initiatives.

There is certainly evidence of an emphasis and inclusion of organizational goals
accompanied by a list of strategies to be used to achieve those goals. Also, while there
are several grandiose statements about improving performance, there is a distinct
reluctance to specify deadlines or targets in all but a few cases. The impression is that
many of the plans are a result of top-down, policy driven approaches rather than the
product of fully consultative, combined planning processes; however, this judgment may
simply be the result of careful editing by the executive to ensure that the final document
is politically and publicly acceptable. It is obvious from comments in the introductory
sections, where they exist, that CEOs are responsible for the planning frameworks and
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for the final product - many statements are bland platitudes and do not contain many
'courageous' or contentious issues.

It is useful to compare these plans with elements of Stage Three, Strategic Planning, of
the evolutionary planning model developed in Chapter 3 of this paper:

•

Planned and Emergent Strategies. Most of the documents address planned strategies,
however constrained, but do not specifically acknowledge any emergent strategies
which may complement the main body or even discuss contingencies that may be
necessary to offset unexpected outcomes.

•

Outcomes and Outputs. Most plans contained outcome statements based on portfolio
program objectives. However, the majority of agencies did not include the outputs
contributing to these outcomes in the plan. Indeed, in many cases the outputs have
been relegated to operational plans covering individual programs or business unit
operations over the shorter term. There is very little coverage of cross- portfolio
strategies regarding cooperation or coordination with other agencies to meet joint
policy outcomes.

•

Reporting against Standards. The Budget cycle represents the principal reporting
framework for agency plans using conventions published by Prime Minister and
Cabinet regarding the content and layout for Annual Reports and Budget supporting
documents. Reporting of implementation of the plans was uneven with successes
being highlighted and poorer performance explained in terms of conflicts with other
priorities or technological delays.

•

Environmental Scanning. It seems that agencies were still coming to grips with the
vagaries of reading and forecasting their external environments. The plans in the
main do not reflect the results of a comprehensive examination of external threats
that could affect the organization or identify any opportunities that may present
themselves in future years. Rather, most plans seem to rely on a continuation and
extrapolation of past situations and accomplishments while accepting that some
change might be necessary but closely managed in its implementation. That is not to
say that agencies were not fully aware of controllable and uncontrollable factors
affecting their operations: it is more that the preferred scenario chosen by them was
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more of the same rather than accepting more optimistic or pessimistic likelihoods.
Indeed, most of the content of the plans is concentrated, understandably, on internal
activities programmed to meet the challenges of set goals and objectives. Internal
scrutiny was more evident and accomplished in the plans. The overall result shows a
reluctance to incorporate both qualitative and quantitative information for targets
identified by agencies
•

Planning Horizon. Planning periods covered 1,2,3,4,5 and 10 years with the

majority (11) in the three year group. It appears that most agencies limited their
planning to coincide with the Budget forward estimates period (three years) rather
than extending their horizon to at least five years. The early to mid 1990s was
obviously a time for adjustment for agencies and this conservative, risk averse
approach is not unexpected.
•

Enhanced Information Systems. Technological advances over the review period

enabled many agencies to obtain or improve their Management Information Systems
and Business Information Systems to assist in gathering and assessing data and
reporting on performance. These advances are reflected in some of the reporting
against plans but the amount of detail is directed to business and operational levels
rather than on the corporate stratum and is not significantly different in nature to
previous reporting.
•

Planning Hierarchy. Most agencies included references to complementary plans as

the basis for detailing working level, shorter term targets and schedules derived from
the strategic/corporate plan. There was also a concerted effort to incorporate existing
suites of operational plans LInder the strategic umbrella in the future to ensure
consistency and coverage.
•

Portfolio Structures. Agency portfolio responsibilities and consequential structures

to manage program elements were generally included as a diagram or described in the
text of strategic plans. Some agencies provided very detailed structural maps, with
assigned SES responsibilities, while others provided limited outlines and referred to
other documentation. Divisional lines were sometimes shown to illustrate the
required workflows emanating form strategic directions.
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In general, the imposition of strategic planning has provided a more disciplined and
rational process for agencies to prepare for their future. The subsequent advent of
accrual budgeting has highlighted high level planning as a prerequisite for identifying
portfolio outcomes which then enable agencies to specify the detail of outputs required to
contribute to these olltcomes in clearer financial terms.

This review indicates that APS agencies have been adopting strategic planning by
extending basic financial planning and corporate plans and moving towards a regime of
strategic management. However, it has also demonstrated a reluctance to venture too far
beyond a level of management comfort consistent with complex risk and uncertainty.
This selective review also shows that more effort needs to be expended on strategic
planning processes and that planning techniques need to be enhanced to produce more
thorough and complete organizational plans. Overall, there is evidence that agencies
have attempted to move from corporate planning (Stage Two) to a more comprehensive
strategic planning stance (Stage Three). The results of this transition have been mixed.
From the review of APS plans considered, it appears that agencies such as the National
Library, Australia Post, Health Insurance Commission, ATSIC, Social Security, CSIRO
and Defence Housing Authority are well advanced, while others such as the Australian
War Memorial, Defence, Treasury, and Finance lag behind.
Summary

This chapter has examined the concepts of strategic planning and the application of those
concepts to management and planning in the public sector. The history and more recent
development of the comprehensive planning initiatives in the US state and federal
government have been reviewed with particular coverage of the Government
Performance and Results Act and its potential impact on the performance management of
US federal agencies. The chapter then considered planning frameworks in the Australian
federal sector and examined the inherent planning activities in the planning, budgeting,
implementation and evaluation phases of the Public Management Cycle in detail. This
review was followed by a critique of the implementation and impact of APS corporate
planning in the 1990s including the findings of the 1992 Government Task Force on APS
reforms. The final section examined a number of public planning documents published
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over the period 1990-1998. This study concluded that, collectively, APS agencies have
made the transition from corporate to strategic planning although there was a wide
variation in planning processes and outcomes. While the APS may have reached Stage
Three in its planning lifecycle it appears that greater effort will be required to consolidate
this position and overcome organizational reluctance before agencies are able to progress
to more comprehensive strategic management.

The next chapter identifies strategic planning models and techniques from the private
sector which, in conjunction with accrual budgeting, may facilitate the move to Stage
Four of the public planning model and more effective public management.
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Appendix: Public Planning Glossary
APS planning and performance terminology are defined by the Management Advisory
Board as follows (MAB,1993):
TERM

DEFINITION

Mission

Mission is a broad, higher level statement of fundamental purposes for an
organization.

Goals

Goals translate broad purposes into action and relate to the values and
practices which the organization fosters to achieve its program objectives and
mission.

Strategies

Strategies are the broad approaches to achieve an objective.

Outcomes

Outcomes are results achieved following action taken by a program.

Outputs

Outputs are products and services which are produced and delivered by
program activities to achieve outcomes. (eg policy advice, administration and
processing, tangible goods, payments made, clients assisted)

Performance

Performance means achievement against objectives, plans or intentions.

Efficiency

Efficiency is the maximization of outputs for a given level of resources or
minimization of resources for given level of output.

Effectiveness

Effectiveness is the extent to which program outcomes match stated
objectives.

Programs

Programs are groupings of strategies or activities which contribute to
achieving an objective.

Objectives

Objectives are concise statements of the achievement aims of a program, sub
program or other element of the program structure.

Corporate plan

A corporate plan covers an organizational entity, gives direction and cohesion
to its activities, relates to organizational values and priorities, is usually
limited in time and often includes a mission statement, goals and strategies.

Strategic plan

A strategic plan is similar to a corporate plan but is not limited by
organizational boundaries, has longer time frames.

Operational/work plan

A plan which details strategies, activities, tasks and resources to be used to
achieve objectives over a specific period.

Business plan

A plan similar to the operational plan but concentrating on the financial
targets.

Action plan

An action plan expands upon the operational plan tasks and activities with
sequences to be performed, specific timeframes, resources to be used and
priorities to apply.
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Chapter 5 Strategic Planning Models and Techniques 
Applications for the Public Sector

Introduction

In 1986, Montanari and Bracker formulated a normative strategic management process

for public sector agencies in the United States whereby each agency or department is
considered to be the strategic public planning unit. Each department is seen as providing
a particular service to an almost homogeneous segment of citizens and operating in its
own context; hence, it needs to meet the demands of varied 'constituency publics' to be an
effective service provider. Once these unique aspects of public sector strategic
management are recognized, Montanari et al believe that specific planning elements can
be integrated into an established private sector strategic management framework. Their
recommended process involves developing context analysis and strategy, implementation
strategy and strategy evaluation (Montanari and Bracker, 1986).

As noted in Chapter 4, these management concepts are being accepted in the APS but
agencies have some way to go before fully effective strategic management can be
achieved. There are no formal requirements for APS agency corporate plans although·
there are guidelines for GBE planning and reporting and requirements for three year
agency information technology plans (DoF, 1993, DoF, 1995a). Moreover, there is no
standardized APS strategic planning format and those agencies that have undertaken
planning have employed processes that have suited their individual circumstances. In the
light of public sector reforms and the introduction of accrual budgeting, a more coherent
and effective pattern of strategic planning is needed which is:
undertaken by line managers, facilitated and supported by planning specialists - a continuous
process that is synonymous with the operational running of a business, and reflected in a strategic
orientation of the corporate culture. (Morgan and Piercy, 1993:58)
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The theory and practice of strategic planning have been primarily the domain of the
private sector and, as discussed earlier, the public sector considers different priorities and
environments. Some public planning frameworks have been codified and use legislation
to detail planning content, processes, schedules and reporting - such as the US GPRA
and Commonwealth guidelines for GBEs - while others rely on the public administrative
network and central agencies to introduce and coordinate planning guidelines. The
Bryson (1995) model is representative of strategic planning for public and non-profit
organizations, while the Hax and Majluf (1996) model addresses the planning processes
for corporate, business and functional divisions within a private firm.

This chapter will review the advantages and disadvantages of strategic planning in the
public sector and examine several planning models which might assist public planners.
The Public Sector Board model of 1986 will be compared with the 1995 Bryson planning
schema designed for public and non-profit organizations, the 1998 DoFA planning model
incorporating baseline requirements for accrual budgeting, and finally, the 1994 Hax
commercial, corporate-level computer application. Next, this section will look at a range
of private sector strategic planning techniques and tools to facilitate public sector
planning and to assist agencies to develop outcomes and outputs. Examples of
application of these techniques in public sector settings be provided.

Advantages and Disadvantages of Public Strategic Planning
Strategic or corporate-level planning is a highly rational and structured process. It
involves a disciplined approach and well-organized effort to derive comprehensive
corporate strategies. The process is reasonably straightforward subject to the complexity
of the organization, its environment and its operations. A simple planning sequence
involves preparing to plan, defining the mission, scanning environments, formulating
strategic objectives, generating strategies, implementing the plan and ensuring the plan
provides the desired results. Nonetheless, it would be imprudent to consider strategic
planning as an organizational panacea for the public sector (Bryson and Roering, 1988).
Instead it should be viewed as a useful set of concepts, guidelines and tools that offer the
prospect of better and more productive management. The concept and practices of public
strategic planning have supporters and detractors.
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The advantages of comprehensive strategic planning in the public arena include
presenting a clear and unified corporate direction and boundaries within which staff can
build a critical mass and think strategically and creatively. Managers will gain by
improving their strategic knowledge and hence be better equipped to contribute to
creating or crafting the future of their organization (Mintzberg, 1987). The planning
process is an educational device as well as a discipline that can facilitate multiple
interactions and negotiations at all levels. As a result, all staff will achieve a clearer idea
of organizational aspirations, intentions and priorities; also, the prestige and standing of
the agency will be reflected in the quality of planning. Importantly, the broad view can
be applied to influence, guide and support day-to-day decisions and activities to reinforce
the unity of corporate direction and purpose. Planning produces tangible and congruent
criteria for measuring and rewarding individual and organizational success in the various
business segments and operating levels of the structure. All organizational participants
have clearer rules for their relationships with other stakeholders across levels and
functions and each member of the organization can direct his or her efforts towards
solving problems and meeting common goals with a unanimity of action. Additionally,
the plan sets a framework for generating detailed yearly and intermediate business plans
and there is a consistent basis for allocating resources. Overall, a strategic plan
encourages staff to build teamwork and expertise and to contribute ideas. It engenders
commitment throughout the organization and enables staff to assess progress, optimize
systems and improve organizational performance while dealing effectively with rapidly
changing circumstances (Bryson, 1988; Matejka, Kerke and Gregory, 1993; Wells and
Doherty, 1994; Hax and Majluf, 1996).

Still there are disadvantages to applying strategic planning in the public environment.
The lag in the Public Management Cycle means that strategic plans may not be reviewed
frequently enough to maintain their relevance in a changing environment. Similarly,
operating within complex and turbulent political and social environments make it
difficult for public servants to stay abreast, let alone ahead, of rapid changes. Observers
also question the relevance of so-called grand design when logical incrementalism
decision-making or opportunistic planning are more appropriate for the public sector.
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Also, if strategic planning is not fully integrated into enduring management systems the
plan becomes mere window dressing. This prospect is significant as planning is
essentially a managerial responsibility that cannot be delegated completely to staff units.
Moreover, strategic planning is often seen as a cure for sudden crises when, at best, it
could be used to mitigate the effects of future problems. Similarly, there is a risk of
excessive bureacratization of the planning process: too much formality injected into the
system can restrain creativity and reduce flexibility. Implementation is the major concern
however, and strategic planning efforts can fail for a number of reasons as
implementation always takes longer than anticipated; very large and unforeseen problems
can arise; unpredictable and uncontrollable events can negate even the best calculations
or estimates; internal crises divert attention from the plan; and, poor coordination of
implementation detracts from all the effort expended on planning. These failings should
cause executives to consider carefully the problems associated with strategic planning.
(Galloway, 1990: 21; Fulop, Frith and Hayward, 1993: 294; Hax and Majluf, 1996)

On balance, it would seem that most Anglo-American governments presume that the
thoughtful application of strategic planning will benefit most organizations, noting that
implementation issues require, of themselves, very careful planning.

Strategic Planning Models
Many models of strategic planning to promote the corporate paradigm have been
proposed, reviewed, adopted or modified for use by the public sector. This section will
examine several models which have been or could be used by public planners - the 1986
Public Service Board schema, the 1988 Bryson model, the 1998 DoFA model and the
1996 Hax and Majluf model.

Public Service Board Model 1986
The Public Service Board provided the APS with a prescription for strategic planning
(PSB, 1986) in 1986 which has been described as ' linear, static and highly rational' and
'like all models it represents an abstraction from reality' (Wanna, O'Faircheallaigh and
Weller, 1992: 77-78). The model reflects private sector SWOT practices, constrained by
Government policy, within a program management framework. The impact and
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influence of the Public Management Cycle is also evident with resource allocations
governed by program priorities and structures with feedback on implementation provided
through the budget-driven reporting, evaluation and review process . This and other
planning models were employed by the APS in the mid to late 1980s with varying
degrees of acceptance , impact and success.

The 1986 Commonwealth strategic planning model is shown in Figure 5.1.

Environmental

Government
policy

SCem

Internal
assessment

Organization
Direction

,Strategy,

<,

Setting .·.··

Establish
.Program
Structure
Assessment of
Resources
Implementation
Evaluation and
RevieW :

Implementation

Evaluation &
Review

Figure 5.1 PSB Guidelines for Development of Purpose and Goals, 1986

The Bryson Model
Bryson's seminal examination of strategic planning (1988) provides a comprehensive
review of private sector planning options and their applicability for public and non-profit
organizations. Bryson examined, inter alia, the strategic planning systems of Lorange
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(1980,1986), the stakeholder management ideas of Freeman (1984), the portfolio
methods of Henderson (1979) and MacMillan (1983), the competitive analysis of Porter
(1980, 1985), the management of strategic issues according to Ansoff (1980), the
strategic negotiations of Pettigrew (1977), the logical incrementalism of Quinn (1980)
and the innovation frameworks of Taylor (1984). He concluded that:

•

Corporate strategic planning was not a single concept, procedure or tool.

•

Strategic planning for the public sector must encompass policy and direction setting
through to monitoring of results.

•

Any generic planning process has to be applied with care and be tailored to fit the
particular circumstances of the organization.

•

Strategic planning was an essential element in the intellectual and skills repertoire of
any serious planner.

•

A planner must be a hybrid of technical and politician. (Bryson, 1988: 43-44)

Bryson's model for public sector planning is influenced strongly by the Harvard model
which was designed to help the organization obtain the best 'fit' with its environment
and to select the best strategy for its operations. He describes his model as:
a process (which) encompasses broad policy and direction setting, internal and external
assessments, attention to key stakeholders, identification of key issues, development of strategies
to deal with each issue, decision making, action and continuous monitoring of results. (Bryson,
1988: 46)

Bryson's original strategic planning model was revised in 1995 (Bryson, 1995: 22-37)

and has 10 steps:

Initiating and agreeing on a strategic planning process. Executive support and
commitment is vital to the success of planning and the metaplanning stage requires an
agreement with key leaders about the overall strategic planning effort and key planning
steps. The agreement should cover the purpose, preferred steps, form and timing of
reports, the roles and functions and membership of any groups or committees overseeing
the effort, the roles and functions and membership of the strategic planning team, and the
commitment of resources to complete the process.
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Identifying organizational mandates. Planners will need to understand what the

organization is supposed to be doing. This may involve clarifying any constraints in the
operating domain by reviewing such areas as relevant legislation, ordinances, charters,
articles and contracts.

Clarifying organizational mission and values. The organization's mission and mandates

provide the reasons and justification for its existence. A clear statement of intent can
reduce and eliminate internal conflict and improve productivity towards an agreed future.
A mission provides a source of inspiration to key stakeholders who claim the

organization's attention, resources or outputs and whose satisfaction determines the
success of the organization's efforts. The organization must complete a thorough
analysis to identify stakeholders, their influence and importance, their stake and the
criteria used by them to judge organizational performance. Strategic planners should
then be able to develop a mission statement based on the identity, purpose, the required
response to stakeholders, overall philosophy and core values, and ethical standards.

Assessing the external and internal environments: opportunities and threats, strengths
and weaknesses. The next process is to review the political, economic, social

technological, educational and physical environmental forces and trends that affect the
organization. The external environment contains stakeholders such as clients, customers,
competitors and collaborators, and planners need to acknowledge that the organization's
effectiveness will be judged against stakeholders' criteria and not those of the

organization. The organization might construct scenarios to explore alternative futures as
part of this environmental scanning. Internal scanning should review available resources
and present strategies and performance as well as any processes for separate units or
functions. The internal scrutiny should also identify distinctive or core competencies
such as inherent abilities, effective actions or resources which enable the organization to
perform at optimum levels.

Identifying the strategic issues facing an organization. The strategic issues are the

fundamental policy questions affecting the organization's mandates, mission and values,
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product or service level and mix, clients, users or payers, cost, financing or management.
An organization that fails to react to a strategic issue is likely to suffer from unattended
threats or missed opportunities. This step highlights the iterative nature of strategic
planning as information created or discussed earlier returns as a strategic issue and may
conflict with subsequent developments or conclusions. The conflict may involve ends,
means, philosophy, location, timing or impact. Strategic issues may need an immediate
response, continuous monitoring or action in the future. Strategic issues can be identified
in several ways: directly after reviewing mandates, mission and SWOTs where goals are
not clear; indirectly, by brainstorming several options and merging them into potential
issue categories; using a goals approach where there are clear goals in a hierarchical
authority structure; or, through a vision of success approach where the organization
develops a best or ideal picture of itself succeeding in the future.

Formulating strategies and plans to manage the issues. In this context, strategy is a
'pattern of purposed, policies, programs, actions, decisions or resource allocation that
define what an organization is, what it does and why it does it' (Bryson, 1995: 32). An
effective strategy must be technically workable, politically acceptable, match corporate
philosophy and core values, be ethical, moral and legal and deal with deal with the
strategic issue it was supposed to address. Strategy is developed in five steps by:

•

Identifying practical alternatives and visions for resolving strategic issues.

•

Listing the barriers to achieving the alternatives or visions.

•

Developing proposals to overcome the barriers.

•

Determining actions to implement the proposals over the next 2-3 years.

•

Finalizing a detailed work program for the next 6-12 months to implement the
actions.

Reviewing and adopting the strategies and plan. The next step is to gain approval for the
strategies and then implement them. The plan sponsor or champion will have a pivotal
role in securing approval at the various decision-making levels in the firm.
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Establishing an effective organizational vision. The organization develops its positive
image as it implements its strategies successfully and achieves its full potential, that is,
its vision of success. A typical vision description includes the mission, basic strategies,
performance criteria, decision rules and ethical standards expected of all staff; this
statement should be circulated widely throughout the organization.

Developing an effective implementation process. The changes intended by the strategies
emerging from the planning process need to be put into practice by a direct or staged
program. This may require action plans which contain implementation roles and
responsibilities, specific objectives and schedules, resource needs, communication plans,
review and correction procedures and accountability requirements. A smooth acceptance
of new priorities and strategies is essential for successful implementation.

Reassessing strategies and strategic planning processes. Strategies and the planning
process itself should be reviewed after implementation as the basis for the next planning
round. Planners should concentrate on successful strategies and on options to continue,
replace or end them. The planning process should be reviewed critically and any changes
recommended to improve consequent planning.

Bryson notes that actions, results and evaluation follow these 10 main steps and indeed
that all three should emerge from each of the steps themselves. Also, although the
process may be presented in a linear, sequential fashion, it is iterative in practice and
groups will inevitably rethink connections before formulating effective strategies.
Bryson urges strategic planners to accept the vagaries of the current situation as the start
point and not to undertake strategic planning unless there is a compelling reason. He
stresses the sponsorship issue and the need for a high level, process champion who
believes in the benefits that will derive from tailored strategic planning. It is also
important to secure the participation of key staff and to consider the possibility that
outside consultation and facilitation may assist the entire planning process (Bryson,
1995).
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The review of APS strategic plans, in the previous chapter, illustrates the use and
outcomes of many of Bryson's ideas. Indeed, the Bryson model can be considered to be
a benchmark process for public agencies, although planners will inevitably modify any
model to ensure that particular exigencies of their organization or environment are
considered and catered for.
1998 DoF A Planning Model

In the light of recent APS financial management reforms introducing accrual budgeting
processes, strategic planning constitutes the recognized starting point for agencies to
determine ways of achieving their long term goals (DoFA, 1998a). Strategic planning
can form the basis for an integrated management system for consistency in developing,
supporting and implementing corporate strategy. Business planning is then used to
develop strategies in an outcomes and outputs framework including performance
standards. DoFA sees that APS planning is necessary to:

•

Identify strategies to achieve planned outcomes.

•

Link outputs to outcomes.

•

Ensure that strategic priorities drive the budget.

•

Build a capacity to understand complex problems and deal with long term issues.

•

Reach across agency boundaries to achieve goals.

•

Develop responsiveness to stakeholders, including customers and staff.

•

Maintain flexibility in a changing environment (DoFA, 1998a: 57-58).

DoFA suggests that agencies are able to link performance with strategic goals by
following five planning basic steps:

•

Defining agency business through a clear statement of mission, corporate level goals,
business values and key planning assumptions.

•

Analyzing the agency's business by conducting a SWOT of organizational and
competitive environments.

•

Identifying planned outcomes and priorities.
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•

Developing implementation strategies and specifying the associated outputs required
noting the allocation of resources and the impact on the organization's culture.

•

Developing a performance information framework to monitor the successful impact
of strategies in action (DoFA, 1998a: 58).

The DoFA model dovetails with previous comments by the Management Advisory Board
(MAB) on the need for a system which integrates agency planning, budgeting and
management and incorporates strategic and business planning, individual performance
plans, monthly reports and half yearly reviews (DoFA, 1998a; MAB, 1997). The
managerial responsibilities arising from this model rest with members of the executive,
line managers and finance staff as follows:

•

Agency Executives are required to establish and explain the operation of the system to

all staff. They need to set strategic priorities and encourage staff to participate in
planning and budgeting. Also, executives will be expected to determine critical
result areas and key performance indicators, perhaps looking at the use of the
Balanced Scorecard approach. Finally, senior managers need to consider appropriate
costing systems, such as activity based costing, for the agency.
•

Line Managers have to support and develop the agency's planning framework as well

as converting strategic priorities into operational strategies and action plans. The
business unit's budget will need to cover the existing year and project two years
ahead in conjunction with operational performance indicators. The managers will
have to manage operations against planned performance and determine outputs and

activities.
•

Finance Staffwill assist with strategic planning by providing budgeted balance

sheets, operating statements and cash flow statements including the outyear
projections. These staff will need to manage corporate financial systems including
FMIS and ensure monthly reporting assists managerial decision making. (MAB,
1997)
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The combined DoFA/MAB model is integral to the Public Management Cycle elements
of planning, budgeting, reporting and evaluation discussed in the previous chapter. The
schema is shown in Figure 5.2.
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Figure 5.2 Integrated Planning, Budgeting and Management (DoFA, 1998a; MAB, 1997)
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While accrual reporting has been trialled by several APS agencies over recent years, the
accrual budget process was Oflly introduced throughout the Service as part of the 1999
2000 Federal Budget. It will be important for later studies to evaluate the flow-on and
enhancements to strategic planning processes triggered by the detailed requirements of
accrual accounting and reporting.

The Hax Corporate Strategic Planning Model and Computer Application

The Bryson and DoFA planning models relate directly to existing APS operations. It is
worth considering the application of private sector models, particularly for provider
agencies, or GBEs, operating in a publicly managed, contract environment.

Hax and Majluf (1996) have developed a strategic planning model that reflects the
corporate, business and functional levels of strategy in private organizations. Corporate
strategy encompasses the entire firm and involves centralized decision making at the
executive level to overcome the risks of suboptimization. Corporate managers are better
placed to determine the proper balance between maximizing particular benefits against
impacts on the entire organization. Business strategy aims to improve financial returns
by better competitive positioning in the marketplace and creating a sustainable advantage
over competitors. Business managers build on corporate directions by designing and
implementing strategies within the constraints of assigned resources at the business unit
level. Functional strategy relates to the operational level of the organization and
consolidates the functional requirements set by its hierarchical structure as well as
determining and fostering the unique competencies of the firm (Hax and Majluf, 1996:
24-25). The Hax and Majluf planning model involves a flow of information between the
corporate layers as shown in Figure 5.3.
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Figure 5.3 Hax and Majluf Strategic Planning Process (1996)
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Electronic Data Systems Corporation (EDS) have developed a software application
called Corporate Strategic Planner (CSP) based on the Hax planning methodology
presented in Hax and Majluf's study on the Strategy Concept and Process (Hax and
Majluf, 1991).
The program's instructions state that the CSP is designed to assist corporate planning at
the corporate rather than the business or functional level; however, if the organization is
large and diversified, corporate planning could take place in self-contained sectors or
divisions. The program is designed to cover Hax's three main processes of strategic
planning at the corporate level: the environmental scan, internal scrutiny and formulation
of corporate strategy (EDS, 1994: 6-10).

Environmental Scan. The scan of the various environments in which the organization

operates, or is affected by, enables planners to determine and qualify current and
emerging external opportunities and threats. The CSP prompts the planner or researcher
for historical information to establish a review of resource allocation effectiveness in the
relevant areas of economic, political, technological, social and legal climates and the
supply of human resources. The program then provides for planners to incorporate
information on future trends in these sectors. The economic scenario for particular
geographical regions could consider such diverse topics as economic growth, GNP,
inflation rates, prime interest rates, unemployment trends, population growth, disposable
income and growth in critical industrial sectors including housing, defence, health and
welfare. Projections of global trends in primary markets may also be important as could
an analysis of emerging technological influences and trends which may affect the
operations and viability of the organization. Similarly, the availability and relevant
competencies of staff may be a constraining competitive factor for the organization.
Hence, it will be necessary to address the make up, trends and potential impact of
professional and technical skills on the organization's human resources. Other critical
social and legal environmental factors which may need to be considered and recorded in
the CSP are political parties, platforms and policies, statutes and regulations, community
concerns, union influences, EEO issues and public pressure groups (Hax and Majluf,
1991:106 - 108; EDS, 1994: 67-93).
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Internal Scrutiny. The review of internal operations aims to identify internal strengths

and weaknesses. The CSP has six sequential stages for the internal scrutiny process:

•

Mission of the firm. The first stage examines a high level inventory of products,

market, geographical scope and unique competencies. Then planners introduce
desired scopes for each of these areas and determine any changes necessary to
achieve the new positions.
•

Challenges emerging from changes in the mission. This step identifies challenges in

moving from the existing state to the new state of the firm in each of the identified
areas.
•

Business segmentation. Next, planners isolate each strategic business unit (SBU) and

then define a new SBU structure to facilitate progress to the new state. Both
structures become the basis for further analysis.
•

Horizontal strategy and vertical integration. This stage identifies potential synergies

among SBUs and sets the firm's vertical boundaries. A matrix approach facilitates
recording and considers SBU potential to share resources, for example with units
having a common infrastructure.
•

Corporate philosophy. This step identifies change by first assessing existing

corporate values, policies and ethics, management styles and relationships with
stakeholders. Next, a desired philosophy for each subject is outlined and the changes
and challenges emerging from this comparison are identified.
•

Summary of strengths and weaknesses. Finally the aim is to review the previous

steps in internal scrutiny and lists the outcomes in terms of strengths and weaknesses
of the organization.

Formulation of Corporate Strategy. The objective of corporate strategy is to ' diagnose

the conditions of the firm, identify situations requiring change, and assign responsibility
to the appropriate level' (EDS, 1994: 165). In this final stage, the analyses of the
environmental scanning are used to distinguish the crucial issues for strategy
formulation. These issues are translated into strategic initiatives or thrusts, linked with
desired changes and assigned to managers who will be responsible for their
implementation. Broad action plans are then developed to institute these changes.
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Planners at the business and functional levels of the organization respond to appropriate
corporate strategic thrusts when they form their own action programs. The last step in
this process is to establish financial and non-financial performance objectives for the firm
to evaluate overall wellbeing and the efficiency of value chain activities (EDS, 1994:
165-167).

Comparing the Models
A comparison of the four planning models is shown in Table 5.1.
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Table 5.1 Comparison of Strategic Planning Models
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It would be reasonably easy to update the 1986 PSB model by incorporating the latest
DoFA accrual planning principles and injecting the revised processing into the Public
Management Cycle. Similarly, the Bryson schema has definite advantages in its structure
which accommodates specific and sometimes unique public sector requirements and
could incorporate the DoFA processes with little difficulty. On the other hand, the Hax
and Majluf corporate-level planning model already reflects many of the recent APS
reforms and trends in financial management and public management. The Hax model
could certainly assist GBEs and provider agencies operating within the Public
Management Cycle with its hierarchical and iterative planning.

In any case, APS agencies remain free to choose their own required planning model,

although the outcome/output budgeting requirements may prompt agencies to re-examine
their current practices, either radically or incrementally, to enhance their strategic
planning. The following section examines a range of commercial planning techniques
and tools which may assist public planners in updating their planning approach.

Strategic Planning Techniques and Tools for Public Planners
Strategic planning in the APS could use any of the models described previously or
planners could devise their own hybrid version tailored to particular operating
environments, organizational experience and to account for emerging management
concepts and priorities such as customer service, visioning and scenarios (Bryson, 1988;
Johnston, 1998).

There are many tools and techniques for the various stages of strategic planning; many
concentrate on financial projections for specific strategic alternatives and on competitive
comparisons to fine tune comparative advantage in the market place. Public planners
should consider using a combination of techniques and methodologies to obtain the best
results for their agency (DoFA, 1998a; Greisler and Stupak, 1996). Planning may benefit
from the Balanced Scorecard approach (Kaplan and Norton, 1996), benchmarking,
financial models analysis, focus groups, scenario modelling, stakeholder analysis or
strategic gap analysis at various stages of the planning process (DoFA, 1998a). Some of
these private sector planning tools and techniques may not be fully applicable or indeed
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appropriate but others contain logical and rational activities that are generic to the
planning processes of any business enterprise (Webster, Reif and Bracker, 1989; Bryson,
1988).

A selection of techniques that have potential benefits for public planners is contained in
the following sections and cover Delphi, Management by Objectives, Competitive
Analysis, SWOT and Value Chain Analysis. A summary of their purpose and areas of
possible planning application is shown at Appendix 1.

Delphi Technique
The Delphi forecasting utility derives its name from the ancient Greek practice of
consulting the Oracles of Apollo at Delphi. After travelling to the site and checking if
the omens were favourable, the supplicant would submit a question on a lead tablet,
presumably at some fee, to an official who would then consult with the priestess. After
ritual purifications and other preparations the priestess would sit in the inner temple
breathing volcanic fumes and utter incoherently. This output would be translated into
hexameter verse by a waiting poet and delivered to the client. The interpretations were
always obscure and frequently ambiguous and more often confuse rather than enlighten
the applicant (McNamee, 1985). A cynic might observe that a modification of this ritual,
with similar outcomes, might be observed in current practices of engaging management
consultants to provide remedies for structural and operational problems in public
agencies.

The modem version of the Delphi Technique can be used to develop, evaluate and
synthesize 'individual points of view through the systematic solicitation and collation of
judgments on a particular topic through a set of carefully designed sequential
questionnaires interspersed with summarized information and feedback of opinions
derived from earlier responses' (Webster, Reif and Bracker, 1989:13). While the
technique can be used to forecast possible and probable futures (Bell, 1997) it is used
more often as a form of brainstorming with interactions based on a non-judgmental team
approach to decision making. The Rand Corporation updated the Delphi application in
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the 1960s for normative, target-oriented and exploratory long range forecasting
(McNamee, 1985).

A Delphic Poll seeks comments, suggestions and decisions about a particular scenario by
testing the opinions of a panel of experts. It differs from other consensus-forming group
forecasts in that the group members generally do not know each other, represent a cross
section of expertise in the forecast area and make their submissions anonymously. With
each iteration members are kept informed of the current consensus but are not pressured
by arguments and both majority and minority opinions can be maintained. Results are
presented in statistical terms as the median prediction of the group as well as the
dispersion of opinions.

The Delphi Technique can be used at various strategic planning stages to derive mission
statements, assist in environmental scanning for external and internal scrutiny, and
setting planning assumptions upon which to form operational strategies. One of its main
strengths relates to future technological 'breakthroughs' before marketing analysis.

The Delphi concept forms the basis for a topical business application in public agencies
for obtaining anonymous views of customers and staff on a range of preset questions
about a specific topic or group of topics. A network of computer terminals and keypads
is connected to a master server which displays and aggregates typed responses to
questions shown to invited participants. The responses are primarily qualitative in terms
of comments about content, policy, process, predictions, structures, resources or any
other variable related to the considered topic. Once gathered, the information is collated
by the organizers, analyzed and incorporated in electronic form for distribution to the
participants for comment or another session is convened for additional iterations of the
process. There is a growing use of this methodology in the public sector noting the
convenience, timeliness, cost-effectiveness and non-judgemental atmosphere involved.
Centrelink has used this system to obtain customer feedback on services provided by
staff in its Customer Service Centres as part of its performance monitoring activities.
This series of 'value creation workshops' has been a powerful factor in driving
organizational culture change based on actual customer reactions. Moreover, this format
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'provides a rich source of localized data on the needs and expectations of customers'
(Zanetti, 1998:8) which in tum can be matched against national customer surveys of
customer satisfaction. Centrelink has also forecast the use of similar workshops for
indigenous customers and for specific workshops in other languages such as Vietnamese,
Spanish and Arabic (Zanetti, 1998).
Management by Objectives
Management by Objectives (MBO) is a process that seeks to achieve strategic objectives
through setting and achieving a hierarchy of linked objectives (Richardson and
Richardson, 1992). MBO uses a systems approach to management which involves
setting objectives at lower levels of the organization that are congruent with corporate
objectives, monitoring and comparing progress to the objectives, and feeding back results
to those accountable at all levels.

The technique originated in the 1920s and became widespread in the private sector
during the 1950s and 1970s as it became popularized by the writings of Peter
Druckert lvo l ). MBO was instituted first in several large US executive departments of
the Nixon administration in the early 1970s. MBO was even introduced into the White
House in an effort to gain control over the federal bureaucracy. As a planning tool, it
was often related to performance budgeting begun in the early 1950s. Individual MBO
systems have been retained or modified by a number of US federal departments including
Defence, Health and Human Services and Commerce (USGAO, 1997).

MBO is well suited to project operations as it is designed to motivate managers and staff
to improve their performance by co-operative goal setting, participative decision making
and objective feedback on results (Rodgers and Hunter, 1992). It is a planning,
implementation and control system that aligns operational workplans with the
organization's goals and priorities. This necessitates a performance agreement between
senior managers and business/functional managers covering the following components:

•

major objectives and deadlines to be achieved,

•

resource commitments to support these objectives,
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•

action plans and milestones for accomplishing the objectives,

•

periodic progress reviews, and

•

an end-of-cycle assessment of performance, which should feed into both personnel
appraisal processes and MBa planning for the next cycle (Swiss, 1991).

Management pundits caution that it is difficult to introduce and maintain MBO into an
organization. Senior managers would need to be convinced that the organizational
climate is amenable before proceeding with MBa and if so be prepared to convince staff
of its benefits. A staged approach may be preferable along with minimal reporting
requirements. Staff should aim for 'stretching' targets with clear but achievable
objectives, priorities and performance milestones. Performance reviews should be
constructive and schedules should be revised as necessary (Richardson and Richardson,
1992).

The MBO technique can be used across many of the strategic planning stages including
deriving mission statements, assisting in environmental scanning, setting planning
assumptions upon which to form strategies, setting objectives and priorities, forming
actions and establishing control systems.

Poister and Streib (1995) surveyed over 500 municipal managers in the United States on
the use, coverage and effectiveness of MBa in a public setting. It transpired that MBO
was used widely as an established management tool particularly at the senior and middle
levels of organizations. Although MBO was used for project control, it was also used for
objectives covering 'quality enhancement, cost control, productivity improvement and
special problem solving' (Poister and Streib, 1995: 55). These applications are relevant
to the APS, especially in an era of personal workplace agreements for senior managers
where specific performance against agreed outcomes and outputs forms the basis for
employment contract.
Competitive Analysis
Porter's (1985) model of competitive analysis provides a competitive framework to apply
corporate strategy across a wide range of firms and industries. Competitive strategy
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focuses on the firm's immediate environment in terms of industry structure and
competitor analysis, the generic strategies to achieve a competitive position in the
industry, and the activities that the firm needs to perform to implement its strategies. The
analysis of competitors assists management to appreciate the strengths, weaknesses, and
capabilities of existing and potential competitors and predict what strategies they are
likely to adopt.

The Porterian framework is used to analyze the five main competitive forces within an
industry including rivalry among existing firms; the bargaining powers of consumers and
suppliers; any substitute products being developed; and likely new entrants into the
marketplace. These relationships are shown in Figure 5.4.
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Threat of new
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Bargaining
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of buyers
Threat of substitute
products or services

SUBSTITUTES

Figure 5.4 Porter's Five Forces Model (1985)

The strength of each of the five forces is in tum a function of the underlying economic
and technical characteristics of the industry. After all forces have been analyzed the firm
is better able to determine its competitive strategy position the firm, influence the balance
of forces or anticipate and respond to changes. The interrelationships between model
components are complex. A simplified explanation is as follows:
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•

Suppliers can threaten to an industry because they can raise the price of raw materials

or reduce their quality. A few powerful suppliers can reduce the profitability of an
industry if companies in the industry cannot pay higher prices to cover price increases
imposed by the supplier.
•

Buyers can force prices down, bargain for higher quality or more services, and play

competitors against each other. These activities all affect the profitability of the
industry.
•

All firms in an industry compete with other industries producing substitute products.
Substitutes limit the potential industry returns by placing a ceiling on the firms'
prices. Industry profits will be reduced depending on the attractiveness of the price
performance alternative offered by substitutes.

•

Firms entering an industry bring new capacity and bids to gain new market share and

profits, but new firms may face several barriers to entry. Established firms in an
industry may profit from 'experience curve' effects (cumulative experience in
producing and marketing a product) which reduces their unit costs below those of
inexperienced firms, thereby creating an entry barrier. Other barriers include initial
capital needs, established patents, locations and facilities. In general, the higher the
entry barriers the less likely outside firms will enter the industry.
•

Rivalry can be intense if there are many committed competitors in a declining

industry or there are high exit barriers. Strategies such as price competition,
advertising battles, new product introductions, and increased customer service, are
commonly used to attract customers away from competitors.
•

Other factors include potential growth rates, the level of technology employed, the

rate of innovation and the capability of managers. (Porter, 1985; Hax and Majluf,
1991; Smith, Arnold and Bizzell, 1991).

Competitive Analysis can be applied in strategic planning as part of the environmental
scanning and planning assumptions phases.

Bryson (1988:37-38) observed that Porter's model is a content-based approach that has
potential application to public and non-profit organizations. The propositions that the
stronger the forces that affect an industry result in lower industry returns and that lower
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profits result from increasing forces on Strategic Business Units (SBUs) are equally
useful in reviewing public agency pressures. Customers or clients can be seen as buyers
who exert considerable influence if not force on the organization. Similarly, contractors
or staff are suppliers of labour and can threaten financial and workforce issues. The
move to a more contestable environment in the APS means that there are likely to be new
entrants for existing departments and agencies to consider. The resultant public-private
mix is bound to engender greater competition within an emerging public 'industry'.
Moreover, planning for specific public functions (such as health, transportation,
recreation and welfare services) can be more comprehensive and realistic if these
functions are viewed as industries. Bryson suggests that agencies engaged in economic
development would benefit from the understanding of the various forces at work in their
operating areas - this reasoning would also apply to local government councils.
However, competitive analysis is probably not suitable for use by communities as the
concept of industry is not particularly meaningful for these groups. Consequently,
Bryson concludes that Porter's model is a useful tool to assess systematically the
industries and strategic options available to SBUs in those industries but cautions that
public application is limited by the definition of industry and that agency relationships
are generally collaborative and consider social and political forces rather than the
simplified private sector notion of being competitive.

On the other hand, Montanari and Bracker (1986) consider that government agencies
should modify the traditional SWOT analysis and conduct a Strengths/ Weakness review
of their internal performance and an Advocates/Adversaries review of their external
environment. Also, as noted previously, the increasing trend to fiscal constraint means
that public managers might need to adopt a 'bottom line' approach and covet market
share in the form of targets for Budget share or off-Budget revenue to sustain or expand
their business. This notion of competition is certainly available to public organizations
who use their unique competencies or skills to provide services (such as IT or corporate
support) to another agency by 'competitively marketing and charging for that service'
(DoF, 1997:18). This competitive contracting arrangement can reduce duplication
through economies of scale and centralization if similar tasks are undertaken by many
agencies. Tenders can be called from potential providers in the private and public sectors
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and include bids from in-house suppliers. Such outsourcing raises many strategic and
operational issues, a topic that will be addressed in later chapters.

Situation Analysis • SWOT
Situational Analysis is the 'systematic development and evaluation of past, present and
future data to identify internal strengths and weaknesses, and external threats and
opportunities' (Webster, Reif and Bracker, 1989). This technique is commonly referred
to as the SWOT analysis which can indicate a range of useful changes in strategic
direction. The application identifies what needs to be done and puts problems into
perspective

A SWOT analysis can be incorporated into the enterprise-planning framework by
planners who need to:

•

Prepare an enterprise profile including the type of business undertaken, the
geographic locations and the competitive situation.

•

Identify and evaluate economic, social, political and demographic factors and their
relationship to existing products and technology, the market and competition.
Consider opportunities and threats arising from changes in technology, markets,
government policy related to the business, social patterns, population and lifestyle.

•

Prepare a forecast and make predictions and assessments of the future.

•

Prepare a strengths and weaknesses audit of the functional components of
management and organization, operations, finance and marketing. Consider strengths
realistically and observe weaknesses from both an internal and external point of view.

•

Develop alternatives.

•

Make strategic choices and consider strategies, tactics and actions.

•

Prepare contingency plans (Weihrich, 1982)

The Strengths, Weaknesses, Opportunities and Threats are then compared and contrasted
in a matrix, as shown in Figure 5.5, to uncover logical matches to overcome or avoid
weaknesses and threats and to build on strengths and opportunities. Analysts need to
ensure that matches are realistic and to contemplate the implications for not taking any
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action. There may also be alternative actions which generate additional important
outcomes and require reappraisal and reiteration of the SWOT. The cost-benefit aspects
will greatly affect the ranking of matches and planners must be able to translate the high
priority action/outcome combinations into objectives and strategies. The overriding
consideration is that the SWOT matches provide sustainable and defensible competitive
advantages for the organization (Smith, Arnold and Bizzell, 1991).
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Figure 5.5 SWOT Matrix

The SWOT technique can be used as part of the planning step which assesses
environmental impacts on the organization and its likely competition. It can also
synthesize the outputs of that examination into a set of planning assumptions on which to
base future organizational strategies.

The SWOT methodology has also been suggested as a way of linking APS budgeting for
results and contestability (DoFA, 1998c). SWOT criteria can be applied to
organizational outputs to identify differences between products or improvement
strategies. The proposed application for APS departments or agencies has six stages:

•

Setting and weighting criteria.

•

Identifying intervention logic for each set of outputs or programs.
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•

Rating current performance of each output or outcome in terms of strengths and
weaknesses to plot on the x-axis.

•

Rating future performance of each output or outcome in terms of opportunities and
threats and plot results on the y-axis.

•

Graphing data to reveal overall importance and relative priority in contributing to the
stated mission.

•

Generating discussion on changes or improvement strategies (DoFA, 1998c:2)

The purported benefits are that SWOT analyses assist agencies to budget and plan by
defining, prioritising and linking outputs and outcomes. These activities should fill the
perceived gap between a set of high level outcomes and a list of tasks and milestones
over the short term. Additionally, a SWOT exercise should disclose outputs as
'deliverables that make a difference and add value' and thereby contribute to a
competitive advantage for the organization:
The most important criterion to address in a SWOT analysis is to ask if there are alternative
service deliverers for your outputs either currently or in the future. This question follows the
identification of outputs and will be vital to resource allocation decisions (DoFA, 1998c: 6).

This concurrent emphasis on intervention logic and contestability is deliberate and aims
to produce more precise outputs and connect objectives with resource priorities for
outputs. The central agency reminds the public sector that its responsibilities in
establishing criteria for assessing the strategic value of outputs are not resources but
government priorities, competitive advantage, skills, legitimacy and the like.
Value Chain Analysis

Value chain analysis (Porter, 1985) is a diagnostic process for identifying and analyzing
primary and support activities that add value to products or services. It is used to
examine the internal situation of a firm and determine consumer or user perceptions
about the competitive standing and advantage of products or services. Value chain
activities are those required to design, produce, deliver and support products and each
firm exists in a large, interlocking value chain comprising suppliers, facilitating
organizations and members of the firm's distribution channel. Firms pursue strategies of
cost leadership or differentiation by performing and linking specific activities. A
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business unit's value chain is part of a larger stream of activities, or value system, linking
supplier value chains, channel value chains and buyer value chains. A firm's value chain
has two sets of variables: primary activities and support functions.

Primary Activities. The firm uses its primary activities, 'the classical managerial
functions of the firm' (Hax and Majluf, 1991: 77), to create value by obtaining input,
processing the input into a form attractive to customers, making it available to customers
and helping customers use the item. These activities comprise:

•

Inbound logistics meaning those activities associated with receiving, storing and
distributing inputs or raw materials needed to produce the products or services.

•

Operations (or production/manufacturing) groups activities which transform input
into final products or services eg refining, machining, assembling and testing.

•

Outbound logistics include accumulating, storing and distributing the final product to
the customer through warehousing or materials handling.

•

Marketing and sales are activities concerned with communicating with the customer,
making the product attractive and transferring title to the customer through
advertising, selling and pricing.

•

Service activities maintain or enhance the value of a product and the firm's
relationship with the customer through installation, training and repair. (Hax and
Majluf, 1991: 77; Smith, Arnold and Bizzell, 1991: 131)

Support Functions. Support functions are the pervasive activities, systems and resources
which support the primary activities and include infrastructure, procurement, technology
development and HRM. Each support activity applies to each of the primary activities
but has a specific focus for different primary activities. For example, procurement
activities could involve transporting input material, arranging equipment for
manufacturing, obtaining warehousing for distribution storage, arranging patents for
marketing and sales and establishing additional franchises for service delivery.
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The intersection of each primary activity and support function highlights an area for the
organization to improve or add value to the product or service. The relationship between
primary and support activities is shown in Figure 5.6:
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Figure 5.6 Porter's Value Chain 1985

A value chain analyst should review the level and effectiveness of financial, human or
physical resources allocated to each cell. Sufficient financial resources should be
provided to enable individuals responsible for primary/support activity combinations to
complete their tasks; there should be sufficient staff numbers and available skills to meet
tasks; and, physical resources such as land, buildings and equipment should be adequate
to enable firm's objectives within the activity chain to be accomplished. Intangible
resources must also be considered such as the firm's relationships with customers,
suppliers, distributors and other external bodies. Total revenues collected from the buyer
indicate the value generated by a business chain. Added value is created when the
buyer's contribution exceeds the aggregate cost of activities in the chain. Margin or
profit is the difference between the total revenue generated and the aggregate cost of
activities (Smith, Arnold and Bizzell, 1991: 133-134).

The Value Chain technique can be employed to ascertain the competitive strengths and
weakness of an organization and the likely opportunities and threats in the external
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environment. A public sector example of the use of the value chain is illustrated in
Figure 5.6 which shows the competitive strengths of the Bureau of Resource Sciences,
the scientific arm of the Department of Primary Industries and Energy. Based on its
Corporate Plan (BRS, 1995), the organization was attempting to position itself at the
interface between science and policy by maximising its scientific skills, advanced
computing skills and ability to apply science to policy. The matrix shows the areas of
competitive advantage and the particular strengths of the organization.
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Figure 5.6 Value Chain for Bureau of Resource Sciences 1995

A detailed explanation and Value Chain Analysis of Centrelink is included at Annex B as
part of the application of the Hax model to that organization.

Summary
This chapter has examined the value of strategic planning in a public sector setting and
concluded that the process would benefit APS agencies. Indeed, following the review of
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APS planning in Chapter 4, it was considered that agency planning needed to be
enhanced as a prerequisite to moving to Stage Four of the APS Strategic Management
model. As part of the process to examine strategic planning processes that might assist
agencies, three public planning models were reviewed and compared against a business
planning schema noting the new-found importance of comprehensive planning on which
to base accrual outcomes and outputs for Government budgeting and reporting. The
Bryson, DoFA and Hax models were found to provide adequate planning criteria and
processes that would suit APS requirements. Indeed, it should be noted that specific
departmental variants of these models can be found throughout the APS as evidenced by
the comments on published plans in Chapter 4. Finally, five private sector techniques
were reviewed for possible application at various stages of the public strategic planning
process. Examples of proposed or actual practice with these tools were provided and
assessed. The Hax and Majluf planning schema and the derived Hax computer model
have incorporated SWOT, competitive analysis and value chain analysis planning
techniques and methodologies. The Appendix shows a summary of the five planning
techniques and associated requirements relating to output, input, time and resources.

The next set of chapters examines case studies of historical strategic planning in the
Department of Social Security and current processes and outcomes of planning in
Centrelink. The Hax model will then be applied to Centrelink to assess its value in
improving planning processes and outcomes of that organization in its role as a
Commonwealth contracted service provider.
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Appendix: Summary of Planning Technique Impacts - Public Planning Aspects

Criteria
Output

Input

Delphi
Data Generated

Ranking of comments by
independent series of votes
with feedback

Quantitative or Narrative

Narrative statements and
quantitative measures

Database

Knowledge of business
developments and industry
trends
Narrative statements and
facts with quantitative
measures
Extensive time required to
ensure quality of iterative
process

Form of data

Time

Time required

Resources

HRM - Management level
participation

Executive and business level
managers.

External assistance
required

External help not essential
but useful to coordinate

Financial -requirements

Can be expensive depending
on number of participants
and time taken for surveys
Emphasis on qualitative
skills

Skills - quantitative or
qualitative
Computer support required

Not essential but modem
survey systems can process
data rapidly

Management by
Objectives
Objectives and work plans
for managers with agreed
schedules
Quantitatively measurable
statements of progress
against targets
Corporate objectives,
strategies and priorities and
local work targets
Narrative statements &
quantitative measures
Can be a lengthy process
initially

Agreements usually drawn
up between Executive and
Senior, and Senior and
Business managers
Not necessary
May be costly if extended
throughout the organization
Emphasis on qualitative
skills for management and
control
Not required but some
administrative support
necessary

Competitive Analysis

SWOT

Value Chain Analysis

Identification of strategic
issues based on factors
affecting industry
performance
Narrative statements and
quantitative measures
affecting strategies
Competitive factors and
organizational performance

Ranking of organizational
strengths, weaknesses,
opportunities & threats and
resulting strategic issues
Narrative statements and
current data

Identification of the
completed value-added
matrix

Narrative statements and
quantitative measures

Knowledge of current and
likely business, and
environmental trends
Narrative statements and
performance data

Narrative statements and
performance data of current
markets
Knowledge of value - cost
by function for primary and
support activities
Quantitative performance
data

Moderate amount of time
may be needed to ensure
comprehensive review of
data
Executive and business
level managers.

Extensive time required to
identify and analyze all
relevant SWOT issues

Moderate time to complete
cross-referencing process

All levels.

Executive and business
levels.

External help not essential
but useful to coordinate
and expedite process
Expensive depending on
review scope and number
of participants
Emphasis on qualitative
skills and participant
knowledge
Not essential but may
facilitate data gathering and
erossmatching

External help may assist
coordination process

External help may assist
coordination process

Moderately expensive
depending on time taken
and level of participants
Emphasis on qualitative
skills and lateral thinking

Moderately expensive
depending on matrix detail
required
Emphasis on quantitative
skills

Not essential but may
facilitate data gathering and
crossmatching

Not essential but database
program would facilitate
processing

Adaptedfrom Webster, Reifand Bracker, 1989
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SECTION 3 CASE STUDIES OF DEPARTMENT OF
SOCIAL SECURITY AND CENTRELINK AND THESIS
CONCLUSIONS
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Chapter 6 Planning in The Department of Social Security
1990-1997: Toward Centrelink

Introduction
Chapter 4 reviewed the state of strategic planning in the APS over the 1990s and Chapter
5 considered available models to enhance planning processes and outcomes. This chapter
will examine the development of strategic planning in the Department of Social Security
over the period 1990-1997 as a prelude to the establishment of Centrelink in 1997. The
DSS experience in planning will be covered from the time of its ambitious 10 year plan in
1990 to the revised versions in 1993 and 1996, setting the stage for the separation of
policy and service delivery. This review will provide the historical basis and path
dependencies for examining Centrelink's current planning and strategic management
processes in Chapter 7.

The 1990 Planning Environment

In 1990, the Commonwealth Department of Social Security (DSS) had nearly 20000 staff
operating in a national network of over 300 offices and service outlets. It was responsible
for managing about one third of total federal Budget outlays of more than $30 billion
(Budget, 1991) in income support entitlements to over four million Australians. About
3% of this total was directed to administrative support and overheads such as capital,
property operating costs and running costs. The department operated in a highly visible
and politically sensitive welfare environment and was under continual public scrutiny and
pressure to improve management and program accountability. At the time, DSS used six
Program Management G-roups (PMGs) to oversee its portfolio programs and to set and
monitor performance indicators.

The Department operated primarily on functional and geographical lines. Management
structures and the service delivery network had evolved incrementally based on political
preferences, legislation, social policy developments and information system changes. As
a result, DSS' s organizational design did not accord with Department of Finance
176

recommendations that program structure development should reflect the organization's
corporate plan. Further, the development of an organizational structure should start with
client service staff after corporate goals and strategies had been established (Holmes,
1989). The wide range of programs and payment types made it difficult for DSS to
implement program alignment throughout the organization. Each regional service outlet
did however adopt broad program-based clusters at the service counters (families,
pensions and benefits) on the basis of administrative and client convenience and technical
support.

The DSS structure in 1990 comprised a National Administration in Canberra, 20 Area
Offices and over 230 regionally-based Offices. National Administration provided the
central contact point with the Minister and Parliament and maintained responsibility for
welfare policy, legislation, determination and monitoring of program and performance
standards, maintenance and replacement of IT infrastructure and management of major
changes to computer system applications, overall resource management and allocation
issues and organizational executive management. The 20 Area Offices provided an
administrative and coordinating layer (and buffer) between Canberra and the Regions.
Each Area contained around 10 Regional Offices each serving relatively similar numbers
of clients; the centralized Area Office infrastructure managed resource and staffing
services for their Regional and other network offices. Area Office functions included
controlling and monitoring policy administration, overpayment recovery, specialist client
and social work services, outreach programs, training, personnel, finance of budgets,
property and services, and change management. Regions represented the operational
coalface of the department with responsibility for delivering or implementing policy
services to clients, managing service delivery primary and secondary outlets and
developing client service plans. Regions contained Regional Offices, smaller DSS
Offices (several staff at a shop-front location or similar sized units) and visiting or
outreach services. DSS Regional Offices offered the main source of information and
services for clients and varied in size, depending on location, from 30 to over 100 staff.
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1990 DSS Strategic Planning Processes • Preparations
The department began formal corporate planning in 1985 and published its first Strategic
Plan in 1990. In November 1989 the Secretary and the Executive decided to produce a
DSS strategic plan to be launched by October 1990. The Corporate Management
Committee (the peak management group of National Administration Executives, State
Directors, Division Heads and Area Managers) had previously reviewed the progress of
departmental corporate planning and determined that a longer term perspective would
benefit both management planning and operations. The Deputy Secretary was selected as
project coordinator or champion to ensure a high level and visible managerial
commitment to the project as well as demonstrating a degree of authority for controlling
and facilitating the planning process. A senior project officer was also assigned reporting
directly to the Secretary and Deputy Secretary. It was decided at the outset that external
advisory or consultants would not be used to assist in the development of the plal1.
However, other departments and client groups were to be consulted and views sought
once a full draft had been prepared.

The wording and intent of the existing organizational charter - 'to deliver social security
entitlements with fairness, courtesy and efficiency' - had been formulated after extensive
debate in 1989 and was considered by the Executive and the Corporate Management
Committee to be an appropriate and valid statement of the department's mission for
strategic planning purposes. Similarly, the department's five corporate aims relating to
client service, staff support, quality, innovation and accountability had been derived from
the charter and subjected to considerable examination and discussion by management and
staff. These aims were seen to form a sound and recognizable base to prepare a strategic
plan.

These assumptions and the tacit acceptance of previous deliberations and decisions
assisted the meta-planning process. Indeed, Bowdler (1991) records that the endorsed
charter and aims enabled planners to concentrate on other key areas of the strategic
planning process such as:
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•

identifying and analyzing external influences and the critical issues which were likely
to affect the Department over the next 10 years;

•

developing a vision for the future and determining where the Department wanted to be
at the end of the planning period;

•

providing active involvement, support and guidance from senior management but with
consultation at all levels;

•

allocating a small planning team to keep the process on schedule;

•

seeing the Strategic Plan as the pinnacle of a planning hierarchy followed by corporate
and program and business plans - each level being progressively more detailed and
action oriented; and

•

ensuring tangible commitments were made to monitor and measure progress regularly
- the discipline of checking progress against the original plan would be critical to the
success and status of the entire planning process (Bowdler, 1991: 14-15).

A preliminary planning meeting of divisional heads, at First Assistant Secretary level,
chaired by the Deputy Secretary was convened in December 1989 to discuss the intention,
scope and concept of the plan and to offer suggestions for its framework and preparation.
Models of strategic planning and various methodologies were presented to the meeting
including copies of corporate and strategic plans of counterpart public welfare and service
delivery departments in the United Kingdom, United States, Canada and New Zealand.

While there were obviously different political, program and administrative factors
influencing each country's planning processes, DSS planners examined and extracted
some useful ideas which they believed were suitable for and applicable to the Australian
situation. The New Zealand and UK models were considered to be basically detailed
corporate plans based on shorter term budget projections and reflecting medium term
goals. However the Canadian and US approaches were seen to be of longer term value,
more innovative and more visionary in scope and presentation (Wills, 1991).

Canada. The Incomes Security Programs (ISP) Branch of Health and Welfare Canada
had produced a Strategic Plan for the period 1989-93. It included comprehensive
environmental scanning and was developed through a series of workshops involving
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nearly 200 managers to identify issues and means for addressing them. The issues were
given a priority and amalgamated into seven main groups: level and quality of service,
systems development, managing organizational change, internal communications,
increasing workload / decreasing resources, changing legislation and social policy and
human resource management. Individual issues and ISP responses were detailed in the
Plan which was to be reviewed annually and revised as required (ISP, 1989).

United States. The Social Security Administration's (SSA) 2000 A Strategic Plan (1988)

used a highly innovative and effective development process. Senior staff had conducted a
'futures session' and were provided with forecasts of the possible future. Next, the same
staff met to 'develop images of desirable characteristics of the Agency in the Year 2000'
and to discuss how current functions might be performed in the future. This futures
images approach was then presented to staff in the 10 SSA regions. The Agency formed
an Office of Strategic Planning to compile and collate alternative scenarios for SSA
programs, service delivery, technology and organization in 2000. Consequently, options
menus were constructed and meetings were held with external groups to discuss ideas and
themes that had emerged. Eventually, the SSA Commissioner and Executive reviewed
the material and selected a draft, preferred scenario which became the basis for the
Strategic Plan. The guiding principles behind the SSA planning process were
commitments to existing beneficiaries and to SSA staff. Moreover, the process sought
'broad avenues for development so that it would be flexible enough to accommodate
unexpected circumstances'. And, the process was, effectively, a precursor to strategic
management in that its other major objective was to:
identify a desirable future for SSA and seek to build it. This is in contrast to the traditional
planning model which seeks to solve identified problems through the analysis of alternative
solutions. The final strategic plan should be a guide for future opportunities, not a blueprint for
solving the real or imagined difficulties of the past. (SSA, 1988: 7)

DSS Planning for 1990·2000
After reviewing these international approaches and their final documents, the DSS
planning group determined that the plan should be developed in three stages. Stage A
was to compile a background document in National Administration (Canberra) using
information provided by relevant senior managers and including sections such as an
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Introduction (history, achievements, departmental aims and planning assumptions),
Current and Planned Activities (for the next three years), Policy Framework,
Technological Change, Client Service, and Organization and Staff. Stage B envisaged a
brainstorming or 'crystal ball gazing' exercise with management and staff creating an
idealized or model version of the DSS organization in the year 2000. Stage C was to
formulate action plans and timeframes stemming from the many recommendations
gathered during consultation process or otherwise gleaned during the information
collation process.

Stage A responses were collected and a draft paper was discussed by the executive
planning group in early March 1990. After some revision the draft document was
distributed for information to all National Administration divisions and to all States and
Areas by internal electronic mail. As noted earlier, a decision had been made to conduct
the entire development of the strategic plan within the organization. Subsequently,
internal consultation was aimed, initially, at the Area Manager level (AS08) and above,
with the expectation that they would discuss the issues in meetings with their Regional
Managers who in tum could seek the advice of their own staff in local Regional Office
Management Teams.

As a result of Stage A, an outline of subject areas to generate discussion in the next stage
was compiled and despatched to all principal contributors. The five main headings
grouped strategic issues under Service Delivery, DSS Offices, DSS Organization,
External Liaison and Personnel and Training. Some of the suggested agenda items for
examination within these broad categories included the following:

Service Delivery sought to clarify the current and potential business of the organization
and examine the future of portfolio programs. It was to look at relationships with other
departments and consider the possibility of joint programs. The viability of expanding
client services by introducing more active or interventionist approaches or program
streaming were to be raised as well as considering more effective ways of meeting the
needs of such disparate client groups as migrants, the disabled, women, youth and the
indigenous. Other topics in this category included the impact of changes to service
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standards, remote area policies, hotline and other telephone services and reviews and
appeals of decisions.

The DSS Office section combined questions for discussion about office location, internal
layout, ergonomics, security and operational boundaries with the Commonwealth
Employment Service. Office organizational structures and the likelihood of combining
operations in shared premises with other government agencies were to be debated. Also,
ideas were sought on integrating the growing reliance on Information Technology systems
for claims processing and administrative operations (word processing, spreadsheets, data,
voice and mail) and providing adequate and continuing technical training in the office
environment. Other considerations were the likely effectiveness of introducing more
flexible office operating hours, telecommuting and the use of corporate videoconferencing
to facilitate working efficiency and effectiveness.

Discussions on Organization were to cover operational designs for management and
service delivery. Staff were asked to consider national, area and regional models for
suitability, effectiveness and accountability. The role of corporate planning and
management within the organization was to be reviewed as well as FMIP issues such as
the appropriateness of program structure, resource allocation, reporting and support.
Other items included integrating management information and support systems into any
revised organizational design.

External Liaison raised networking and departmental relationships with other

Commonwealth portfolio agencies such as Veterans Affairs, the Taxation Office,
Commonwealth Employment Service, Community Services and Health, Immigration,
Ethnic Affairs, Federal Police, Attorney-General, Industrial Relations, Finance, Comcare,
Austpost, Telecom and the Social Security Appeals Tribunal!Administrative Appeals
Tribunal. Alternative arrangements might be to share offices with community and
welfare groups or to consolidate a range of community services into 'one stop shops'.

Personnel and Training issues for consideration included likely HRM developments in

staff contracts, performance pay, appraisal schemes, staff mobility, exchange postings
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with private sector organizations, basic and advanced management training, age
structures, recruiting and appointment processes, staff retention and part time work.

A Stage B workshop for Area Managers, and some State and National Office managers,
was held in late March 1990. A short briefing by the Deputy Secretary on the background
and aims of the planning exercise was followed by syndicate brainstorming sessions and
group presentations to provoke and sensitize managers for subsequent discussions with
their local staff. The syndicates were given the same five subject groupings that had been
distributed earlier to focus, and to some extent constrain, discussion on perceived
essential issues. Notwithstanding, the managers were asked to be creative and innovative
by envisaging DSS as it might be 10 years into the future.

These same guidelines were used later by line managers throughout DSS, including
National Administration, in discussing and formulating preferred models and hence
directions for the organization. A large number of detailed and comprehensive
submissions were received by the Deputy Secretary, ranging from the conservative to the
radical. Ideas were edited and grouped and the structure of the plan was modified to
accommodate emerging shifts in emphasis. A revised draft combining the outcomes of
Stage A and B with some suggested elements for Stage C was discussed by the project
monitoring group in early May 1990.

After further work, a draft document was circulated within the department, to Secretaries
of allied departments and agencies, and to community and welfare groups, trade unions
and legal bodies. The Minister's Office was kept informed of the progress of the plan's
development at regular intervals as was the Corporate Management Committee.

Only limited comments and suggested amendments were obtained from this distribution
and most were minor in nature. Still, they were considered and incorporated and the final
editing and format decisions were completed personally by the Secretary and Deputy
Secretary in September 1990. Complementary documentation was prepared in the form
of a summary booklet, DSS Directions, which was intended to be distributed to each staff
member of the organization; a Manager's Guide containing background information and
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hints regarding implementation of the plan; and, an introductory video outlining the main
points of the plan for each office and directorate. The DSS Strategic Plan 1990 - 2000
was approved and launched formally by the Secretary in October 1990. It was presented
to an international audience of the Five Nations Conference in November 1990 to
representatives of DSS equivalent agencies in Canada, United States, United Kingdom
and New Zealand.

A master schedule to monitor and revise the Strategic Plan and other major planning
documents in the department was also prepared. Under this arrangement, the Strategic
Plan was to be reviewed annually before each Budget. Under FMIP effectiveness
requirements, all portfolios were required to develop an annual plan for the evaluation of
their programs, so that over a 3-5 year cycle a major evaluation would be conducted in
each program (Bowdler, 1990: 7). A major review and report on progress against the Plan
was to be issued every three years. The DSS Directions booklet was to be updated and
reissued annually to provide staff with a review of progress achieved over the previous
year and to set priorities for the coming year.
The 1990 DSS Strategic Plan · Content

The DSS Strategic Plan covered the period 1990-2000 and provided a qualitative and
quantitative basis for long term planning and a framework for developing and
implementing shorter term schedules. It was envisaged that more detailed plans (annual
financial, administrative and staffing requirements based on Budget allocations) and
Evaluation plans would be prepared from the Strategic Plan taking into account
requirements imposed by legislation or outside agencies eg EEO, Training, Audit and
Access and Equity. Each management level was required to compile operational plans
nominating unit roles, targets, standards and work schedules based on information in the
Program Plans. The DSS planning hierarchy is shown in the Figure 6.1.
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Figure 6.1 1990 DSS Planning Hierarchy

During the development process, DSS planners identified several well-established
external trends, such as social developments and population demographics , requiring
department al acknowledgment and reaction. Within the organization, there were many
areas over which managers exercised effective control, including the service delivery
network and its function s, the choice, selection and use of information technology, and
specific management objectives and direction s. The DSS Strategic Plan focused mainly
on these controll able factors and incorporated staff vision s and expectations for the future
to provide, as stated in the Plan 's Introduction :
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•

an 'umbrella' or strategic basis for long-term, corporate planning and management;
and

•

a framework from which actions and schedules can be developed and implemented
(DSS, 1990: 5).

The Plan was intended to guide DSS managers and staff and indicate general DSS
directions to the community and other Departments. It set out generic rather than specific
goals and overall priorities for the timing, funding and implementation of these goals
which were to be determined by the Executive as part of their normal management role.
Operational managers were expected to be innovative in applying the Plan's guidelines to
their particular situation and to exercise good judgment and common sense.

The Program and National Plans derived from the Strategic Plan were to reflect shorter
term objectives, goals and priorities, which in tum were to be conditioned by local
requirements at National, State, Area and Regional levels. The Plan states that
Departmental performance and progress, as measured against the shorter term plans, will
be used to compare achievements against the longer term objectives of the Strategic Plan
as part of the normal review process' (DSS, 1990: 7). The first major review of the
Strategic Plan was to be conducted in 1993.
The 1990 DSS Strategic Plan · Format
The structure of the 1990 Plan reflected the processes used in its preparation.

•

Current Operations examined the Department's portfolio, corporate aims,
management practices, client service arrangements, organization and staff.

•

The Changing Environment reviewed Australia's changing demography, trends in
major client groups, the likely policy framework, client expectations and technological
opportunities.

•

Into a New Century looked to the future and incorporates ideas from managers and
staff about their expectations and preferences for the Department by the tum of the
century.

186

•

Blueprint for Action contained a summary of the major proposals, initiatives and

intentions for implementation.

The New Century and Blueprint chapters highlighted the need for improvements in
service delivery and in staffing practices. There was also a warning that more highly
skilled officers will be needed to achieve higher levels of quality service. Concomitantly,
there would be a need for enhanced information technology and improved office
structures. These visions of the future DSS are a mixture of shorter term quantitative
issues and longer term qualitative factors.

The Strategic Plan acknowledged that detailed priorities, options and implementation
schedules belonged in shorter term DSS plans. However the Plan was also opportunistic
in defining short term as 1-2 years and medium/long term as 3-10 years. Finally, the Plan
stressed flexibility of operation and acknowledges that plans may be overtaken by events.
While exhorting DSS managers and planners to incorporate strategic elements in their
business and operational plans, the Plan also warned that 'circumstances may require
deferring shorter term objectives or bringing forward some longer term objectives' (DSS,
1990: 36).

Lessons from DSS Strategic Planning in 1990
As the Deputy Secretary responsible for the plan's development Bowdler (1991) placed
the DSS planning process into perspective and extracted several lessons for other
Government managers. As an active participant he was able to make some astute
observations about planning and its outcomes noting in particular that:

•

While no major setbacks may occur in implementing the plan, the main problems will
emerge in procedures and in striking balances between priorities.

•

Strategic planners must expect tensions created by the process of analyzing and
forecasting environmental conditions and setting overall directions for the
organization.
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•

The further ahead planners look, the more difficult it becomes to be precise or definite
about plans; vagueness in this context is acceptable provided the executive remains
flexible and prepared to adjust plans as trends become clearer.

•

There is no substitute for 'timely policy development, flexible management and
enhanced technology'.

•

Careful and continuous monitoring of the organization's operations is essential for
reviewing the objectives and timetable of the plan. This process will also identify new
opportunities and enable strategic decision making for influencing organizational
change rather than simply reacting to events. Monitoring systems must provide
managers with rapid and accurate and easily comprehended information.

•

Technology is a major factor in the planning equation but it should support rather than
lead an organization.

•

Planning and its products must be accompanied by marketing ideas and directions to
staff. This will consolidate a sense of ownership and commitment to changes
generated by the plan.

•

Planning will be most effective if it emphasizes better quality processes, more positive
attitudes and organizational outcomes. Planning can contribute directly to the health
of the institution and to the quality of its operations (Bowdler, 1991: 20-24).

These remarks proved to be prophetic for the implementation of the 1990 plan and for
strategic planning later in the decade.
Review of Progress against the 1990 Plan
An informal review of the first 12 months of DSS operations measured against the
objectives of the 1990 Plan was presented to the Corporate Management Committee in
November 1991. The report was augmented and included in the department's 1991/92
Annual Report (DSS, 1992: 19-21) under five main headings:

•

Income Support Programs A significant change had occurred with a new two
payment structure and associated labour market initiatives being introduced. As well,
the disabilities program had been restructured completely and the Jobs Education and
Training (JET) sub-program had been expanded. Other changes affected retired
clients who had been given greater assistance and the retirement group's financial
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advisory service had been extended to other client groups. Finally, a 'clear English'
version of the Social Security Act had been introduced in 1991 and additional
international Social Security agreements had been signed.
•

Dealing with Clients

Surveys of attitudes, levels of satisfaction and effectiveness of

programs had been conducted among a range of clients and regular consultative
meetings had been held with local community and welfare groups and the other
agencies. Also, written advices were to be reviewed and rationalized to better reflect
the needs of older and non-English speaking background clients. Remote area
services had been improved and trials had commenced to test expert systems on
income support processing at the same time as performance standards for claims
processing were being introduced. Service quality strategies for various client groups
had been developed and were being reviewed.
•

Staff On the staffing side, recruitment selection criteria had been enhanced and

performance appraisal processes for senior officers had been prepared for the planned
introduction of performance pay. Also, the corporate wardrobe had been introduced
and staff mobility plans had been developed. Moreover, cross-cultural and
management training initiatives were in place and public contact training had been
updated. Finally, staff had been provided with better access to counselling and
welfare services, and staff health and fitness programs were continuing to be
encouraged.
•

Office of Future In line with the Strategic Plan, a Model Office to test new ideas,

processes and IT systems had been established in Hobart. Trials on video
conferencing were proceeding and electronic media was being used more widely
throughout DSS. Recycling and energy-efficient work practices had been introduced
and accepted by staff.
•

Network Structure and Liaison A major change had seen Area Offices restructured

and new roles implemented. More DSSOs had been introduced into the Regional
networks and more open plan offices had been commissioned. Significant data
matching activities using with information from several linked agencies had been
developed and introduced. Another major development was the 1992 introduction of
the Quality Client Service Strategy which built on the principles outlined in the
Strategic Plan: the strategy concentrated on improving the quality of service delivery
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processes as seen from the client's point of view. For example, stress was placed on
providing more service choices by telephone contact for minor matters or home visits
for the elderly or infirm rather than clients continuing to attend DSS Offices. The
national Teleservice network aimed to reduce waiting times in offices by answering
simple queries or making a scheduled appointment to ensure faster service in the
office. Performance standards for client services looked to other comparable
organizations in an early effort at establishing baselines for best practice. Overall, the
department had embarked on a continuous improvement program to improve client
service as well as administrative efficiency.

The introduction of a high profile plan and the subsequent introduction of the Quality
Client Service Strategy, which extended the Strategic Plan's principles to include specific
client service improvements, helped to cement the integration of a planning culture within
DSS.

DSS had advised the MAB/MIAC Task Force on Management Improvement that it was
difficult to meet FMIP requirements as it 'organizational structure does not reflect fully its
program structure' (MAB, 1992: 330). The planning framework effectively overcame this
problem by creating a logical and natural set of program based, structural and temporal
boundaries for all staff in DSS. The Plan contained a clear outline of the long term goals,
aspirations and milestones of the agency as the basis for action stages and activities which
enabled Area and Regional staff to select the optimum means to achieve corporate
objectives.

The discipline of reporting achievements against planned goals forced managers to
account for their efforts and resource outlays. Many of the targets were short term in
nature and allowed managers to be flexible in assigning resources, knowing that the
aggregation of these smaller projects (whether in parallel or in sequence) contributed to
meeting larger aims in a structural planning approach. At first glance it is obvious that
many of the achievements listed in 1991 were a result of pre-existing, incremental
measures to improve program delivery and ensure a proactive approach to policy
development and adjustment. Notwithstanding, the strategic plan setting enabled a more
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consolidated reporting of efforts and resulting benefits to CMC and to the public in line
with Program Management and Budgeting practices (DSS, 1992).
Revising the Plan: 1993-94
A further review of achievements against the DSS Plan was initiated in late 1992 with the
intention of releasing a revised version in early 1994. The review aimed to assess the
effectiveness of the existing plan, identify areas requiring more concentrated effort in the
short to medium term and to suggest improvements in the presentation of the plan.

By 1992, a Corporate Planning Section had been established in the Resource Management
Division in National Administration, replacing a group that had been part of the Change
Management Branch. The Section re-examined the effect of planning on organizational
outcomes and concluded that the 1990 Strategic Plan had played a key role in guiding
administrative developments and that staff had demonstrated a strong commitment to
maintaining the currency of the document. The priorities set out in the Blueprint for
Action section for 1990-92 had been mostly met in full with only a few requiring further
action. In particular, the associated client service improvement program had made major
gains in setting IIp Teleservice Centres, improving public contact areas, deploying Client
Liaison Officers, introducing telephone appointments and promulgating national service
standards. Overall, formalized planning at the highest corporate level had proven to be of
value to network staff and had encouraged their acceptance and commitment to business
planning.

However, the internal review (DSS, 1993) had also shown that the planning culture and
existing planning processes adopted by all managerial levels in the Department had not
always achieved required changes. Network staff at times failed to see the connection
between plans and the department's mission. Also, the introduction of new standards had
affected day to day activities and plans had not fully described the impact or scope of the
changes. Indeed change management, or the lack of preparation for change, was
identified as a major drawback to plan implementation, particularly when local pressures
and conditions were taken into account. Finally, feedback from operational mangers
showed that the effectiveness of planning had been reduced because of inadequate or
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missing evaluation criteria and the timing of reporting of actual versus planned
performance.

The Corporate Planning Section undertook an environmental scan as the basis for follow
on DSS strategic management and planning. The scan covered national economic and
social fields, technological advances and government revenue constraints imposed and
affecting the recovery from the recession. Policy considerations included the impact of
increasing life expectancy of the population and the political pressures for greater
emphasis of self-funding of retirement. The conclusion from these and other
considerations was that the Department was well placed to deal with expected challenges
as a result of its previous planning processes.

Staff were also consulted on possible changes to the content and layout of the revised
plan. Suggestions were canvassed on an extended range of topics including: client and
internal service delivery, network structure, staff, technology, program management,
organizational performance, enterprise bargaining and resources. In response,
submissions from senior managers were unanimous in wishing to consolidate past
performance and to continue to concentrate of the client service focus engendered in the
network. For consistency, specific ideas and suggestions were grouped into the same
categories listed in the Blueprint for Action section of the 1990 Plan - Dealing with
Clients, Office of the Future, Network Structure and Liaison.

As a result of these reviews, the proposal was to produce a revised Strategic Plan shortly
after the 1992/93 Budget. Staff ownership of the new document was to be enhanced by
continued participation throughout the revision period. The Resource Management
division was tasked to coordinate the consultative process and devise 'consultation kits'
to assist local coordinators. The results of consultation were to be presented to the June
1993 meeting of the CMC for endorsement of staff suggestions for future organizational
directions which were to be incorporated in the Blueprint section. Other sections of the
revised plan were to be prepared after further consultation with National Administration
divisions and areas.
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It was also proposed to produce a departmental Business (or Corporate) Plan as an adjunct
to the new Strategic Plan. The Business Plan was to incorporate: strategies to implement
Programs 1-6 and other Government statements; required actions to implement APS-wide
plans such as Access and Equity; Budget proposals to be effected in the coming year; any
ANAO recommendations for change; responses to Parliamentary Committees; procedural
changes suggested by clients and staff; and, recommendations from internal performance
reporting processes. The Business Plan was to attempt to combine the independent
activities stemming from the Strategic Plan. There was a feeling among managers that
priorities changed more by whim than as a result of clinical review. Moreover, there was
a perception that a particular 'flavour of the month' issue overshadowed previously
agreed objectives and strategies. Similarly, the relationship of daily business with
Portfolio objectives was not clearly expressed or understood and led to some confusion
about corporate directions and priorities.

The solution to rectify this anomaly was to develop an annual Business Plan and relate the
objectives and priorities of each plan to the strategies shown in the Program Performance
Statement - a document presented to Parliament. It was proposed that individual
sponsoring divisions would manage the processes and responsibilities for implementing,
monitoring and reviewing action plans over the fiscal year. Also, some longer term plans
might need to be managed over the three year Forward Estimates period. The CMC
would ratify the Business Plan after endorsement by Program Management Groups and a
standardized format for all components of the Business Plan would be re-issued annually
as a set of summary booklets to replace Program Plans and Program Activity Statements.
Subordinate plans were to be developed at Divisional, Branch, Area and Regional levels
using Business Plan action items modified for local factors and conditions. The Business
Plan management concept is shown in the Figure 6.2.
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Figure 6.2 Proposed DSS Business Planning (DSS, 1993)

The aim in adopting a consolidated Business Plan approach seemed to be to improve the
implementation aspects of the strategic planning outputs. In doing so, the department
combined the corporate level objectives with business level (program) annual plans and
provided functional levels with a more targeted basis for operational objectives. This
approach is consistent with strategic planning practices but it placed onerous monitoring
and review burdens on corporate and business managers.
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Subsequently, these good intentions were overtaken by changes brought about by revised
priorities for reporting to Senate Estimates Committees and in developing the Program
Planning Model. As a result, a revised review schedule was established with the limited
purpose of producing a Supplement to the 1990 Strategic Plan. This was to be achieved
by April 1994 to coincide with the issue of the new Program Plans. The Supplement was
to be developed on the basis that the bulk of the 1990 Plan remained relevant and robust
as a parent document. The additional publication would reflect the changes in any
medium term strategic direction and match the issue of short term priorities in the new
Program Plans. This approach was seen to establish more integrated and coherent
corporate planning.

The Supplement was intended to contain information on program and organizational
changes, strategic achievements, relevant environmental trends and forecasts. It would
also incorporate a new three year action blueprint for the department. A suggestion that it
was time to revisit the DSS Charter and Aims was acknowledged but deferred until after
the Supplement was produced as the planning staff felt that reviewing the Charter and
Aims was better done in the context of further defining Quality Client Service and
associated service delivery strategies during the second half of 1994.

Although DSS had developed a sound strategic plan with clear objectives and strategies at
least for the period 1990-1993, it seems that the organization's senior management
became distracted by business and functional implementation issues. The 1990 plan for
cascading corporate goals throughout the network either did not engage fully or the
process was 'overtaken by events' as near term, urgent issues displaced the longer term
but strategically important priorities. Indeed, Bowdler warned of this very situation in
1991. In effect, over this period even though the organization had initially transitioned to
Stage 3, Strategic Planning level of the APS model, it had effectively stalled and indeed
reverted to Stage Two rather than consolidating on Stage Three and moving on to Stage
Four.
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The Next Round 1994-1995
A change in senior executives and other staff changed significantly the flavour and
direction of DSS planning in 1994. The disjointed incremental approach of the recent
past gave way to radical change and it was decided in October 1994 to revamp the entire
planning process and restart organizational planning afresh rather than adjusting at the
margins with Supplements and the like. A Ministerial Statement on future policy
direction and philosophy for social welfare, 'Beyond the Safety Net', issued by the
Minister for Social Security in November 1994, was a timely driver for departmental
planning and supported the amended approach (DSS, 1995a: 2).

The Executive and Division Heads agreed to hold a joint, high level planning workshop
using an external consultant to facilitate proceedings. Subsequently, a weekend retreat
seminar was held in early December 1994 to frame a new charter, statement of values,
strategic goals and priorities. The planning model used to derive the new framework is
shown in Figure 6.3. The planning process shows clear links to DSS thinking in terms of
planning hierarchies and time horizons. The corporate level relied on Government
directions and strategies for the next 3-5 years with particular emphasis on EEO, IT and
HR directions. Internal program plans juxtaposed policy implementation with service
delivery processes over the next three years. Branch and Area plans were to concentrate
on more detailed Program strategic projects and change management issues over a 1-3
year timeframe while Section/Individual workplans focussed on sub-Program strategies
and local workloads for the next 12 months.

Figure 6.3 represents the planning framework employed by the consultants to guide DSS
senior managers in developing a new strategic plan. It represents a mixed bag of planning
concepts in relation to processes and sequence, particularly in its approach of presenting
goals (purpose, values and philosophies) before conducting the SWOT analysis. This
contrasts with planning models examined in Chapter 5.
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Figure 6.3 DSS Strategic Planning Processes for 1995-2005

As a follow-up to the SES workshop, work teams of senior managers were formed to
enhance the new planning approach and to ensure ownership and accountability through
active participation in the planning process . A draft document was made available to all
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staff for comment and all Area Managers provided further input from syndicate
discussions at the CMC held in Canberra in February 1995. To maintain the inertia,
teams comprising a member of the Executive (Secretary or Deputy Secretary), a Division
Head and members of the planning section visited all 20 Areas in March-April 1995.
They presented an outline of the plan to Areas Corporate Management groups and
consulted with a cross-section of Regional Office staff. Planning staff considered that
these sessions were successful in promoting frank and constructive criticism of the Plan.
Written submissions and suggestions were encouraged from all staff. Up to 20 other APS
agencies were also consulted about the impact of DSS planning on relationships and
operations.

The Strategic Plan for 1995-2005 was finalized and published in June 1995. A copy was
sent to each DSS staff member and a video and poster were produced for the network.
Program Plans and a DSS Planning Guide were also issued as a consolidated package to
complement the new Strategic Plan. The accompanying document 'Planning in the
Department of Social Security' (DSS, 1995a) included the DSS corporate planning model
as shown in Figure 6.4.
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1995 DSS Corporate Planning Model (DSS, 1995a)
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The previous grand design for a DSS Business Plan covering all programs was replaced
with the original notion of Program Plans augmented by national plans. The terminology
is confusing here as Business plans now represented functional or operational plans and
priorities for the next year's activities compared to the earlier 1994 scheme which had a
departmental Business Plan incorporating Program Plans!

The 1994-95 planning approach maintained the strategic, long term outlook of the 1990
version but placed greater emphasis on the 'planning cascade' required for
implementation. The executive were acutely aware of the problems associated with
implementing the previous plan and looked more to consolidate the Stage Two processes
within the Stage Three framework. The business-level Program Plans were still driving
the department's operations and reinforcing Stage Two practices for internal efficiency of
short term outputs rather than concentrating on Stage Three outcomes determined by the
programs themselves.
The 1995·2000 Plan Content and Format

The 1995-2005 DSS Strategic Plan (DSS, 1995) contained only seven pages of
information within five main sections in a foldout format:

•

Charter - The charter retained some original wording from the 1990 version but
extended the process orientation of the previous mission statement by including policy
development and identifying the subject of its activities by calling for the Department

to:
achieve social security policies that meet the needs of the Australian community and to deliver
entitlements and services with fairness, courtesy and efficiency (DSS, 1995: 2)

•

Our Values - This section supplants the Aims of the previous Plan and presents six
primary values that underpin the Department's charter. Staff are exhorted to ensure
that customers receive equitable, efficient and effective service; that working
relationships are characterized by integrity, fairness and openness; that
professionalism is evident from courteous, timely, accurate and appropriate service;
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and that staff support, consult and cooperate with each other and be proud of what
they do.

•

The Next Ten Years - A summary of an environmental scan evaluates influences on
the Department over the next decade and nominates desired outcomes against which
success can be measured. Some of the more prominent pressures include
demographic changes of an increasingly ageing population, more variable social
lifestyles and working arrangements, and rapid changes in technology affecting
internal working processes and customer services. As a consequence, Key Success
Factors were drawn from these trends: achieving public confidence in the social
security system; delivering high quality and cost-effective services while meeting
access and equity goals; demonstrating leadership in policy development and service
innovation; providing balanced and comprehensive policy advice to Government; and,
offering effective program and services that deliver Government policies.

•

Strategic Goals - The Plan concentrates on five major organizational activities:
leadership, quality programs and services, the workforce, technology and effective
communication. Each activity contains a goal and sets out the key strategies by which
the goal can be achieved. Each activity is presented clearly and succinctly and
incorporates the pronouncements and conclusions of the charter, values and 10 year
forecast.

•

Our Priorities - A list of priorities to enable significant improvements over current
performance is shown on the back cover of the Plan. These priorities for early action
cover training and development for staff, improving systems reliability, enhancing
teleservices, clarifying advices to clients, simplifying payment structures, better use of
program and business planning, and improving resource management.

The focus of the 1995 plan was to build on the many changes that had occurred since
1990, to consolidate on achievements and to provide some stability in the work
environment (DSS, 1995a: 3).

1995 Planning Lessons and Comparisons with 1990 Planning
Planning staff in DSS advised the author that they had drawn many conclusions from their
experience in preparing, coordinating and developing the 1995 plan. They confirmed that
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network managers and staff had been sensitized by the events and outcomes of the 1990
planning exercise with most staff identifying with the charter and aims of that document.
More importantly, staff thought that it was time to update the plan (DSS, 1995a).

It was clear that the recently arrived Deputy Secretary was the driving force behind the
new plan and that he had convinced other senior managers of the necessity of starting
over. He was the obvious 'champion' of the process and his experience and record in
planning in other areas of the public sector, including commercial activities in
Department of Administrative Services, helped to convince his colleagues of the benefits
of the new approach. Also, the department was willing to accept expert advice and
assistance from a consultant on the planning model to be applied to DSS: again this was
undertaken in the belief that a consultant's wider experience in these matters would
ultimately benefit the organization.

It appears that Bowdler's replacement concurred with his predecessor's observations
about DSS planning regarding the expected tensions in environmental scanning, strategy
formulation and priority setting. The metaplanning phase took account of Bowdler's
comments about executive flexibility, management and technology. Consequently, the
involvement of senior managers in building up the plan and elaborating its meaning and
intentions to staff during consultation sessions was seen as a very positive and reinforcing
activity. Planning staff commented on the contribution by executives to the group
dynamics of the workshop sessions in particular senior managers suggesting that the
planning process seemed to be more important than its outcomes. This was probably due
to their very involvement. Conversely, the outcomes were paramount for middle
managers and operational/line staff of whom about 2000, or 10% of total staff,
participated directly in the development of the plan. This is understandable noting that
operators were to be responsible for implementing the strategies chosen to achieve the
objectives of the plan.

The timescale for preparing the plan was compressed and some officers considered that a
further round of comments would have been beneficial. Notwithstanding, the exercise
and resulting products provided a sound basis for the development and production of the
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Program Plans. In practice, there was considerable pre-existing, bottom up pressure from
program planners to drive the outcomes of the Strategic Plan as well as the top down
imperatives from executive managers in setting the direction of the department. This
consultative exercise can be deemed to be a Stage Three event for the organization with
the corporate level providing the strategic planning framework and the business and
functional level managers putting forward the practical side.

Based on the experience gained during the implementation of the 1990 Plan, the review
schedule for the 1995 plan included an annual evaluation of achievements to confirm and
measure progress. This is consistent with Bowdler's 1991 recommendations about
continuous monitoring and review of the implementation process to ensure that objectives
were being met. The later plan placed great store in measuring performance in
quantitative terms over 1995-2005; however, the final product was seen by some planners
and contributors as being too 'woolly' in terms of specific, quantifiable objectives. One
commentator suggested that the next effort required more precise wording in presenting
goals. This yearly review was also intended to provide a new basis for revised Program
Plans and possibly to generate new Budget initiatives on policy. It would also enable
priorities to be updated and adjusted to match changes in the operational environment.
Bowdler's influence is clear here as well - he cautioned managers to be flexible in the
face of prospective problems in implementation and in striking balances between
priorities. No timetable was set for a complete overhaul of the Strategic Plan but planners
considered that it would be prudent to restart the strategic planning process by December
1997.

The marketing of the Plan, another of Bowdler' s points, was developed after widespread
consultation with the network. The interlocking rings logo on the cover of the Strategic
Plan was carried through to the Program Plans to establish clear visual links between the
two strategic documents. The logo has been interpreted variously as the interaction of
policy, service delivery and corporate support or as representing the three levels of
management at National Administration, Areas and Regions. A comparison of the 1990
and 1995 strategic planning processes in DSS is summarized in Table 6.1.
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1990

1995

Staff Consultation!
participation

Draft papers prepared and distributed
to network managers by executive
and project staff with limited
manager level workshops

Initial drafts compiled by consultants
after retreat followed by executive
visits to numerous 'vertical slice'
meetings of staff in network

Senior management
involvement

Mainly through committee processes

Committees and network visits

Plan development

11 months gestation period from
decision to proceed - deadline set as
presentation to international
conference

8 months development following
decision to forego update approach 
deadline set to coincide with new
financial year and issue of program
plans

Orientation

First plan required to set scene and
context - some effort to include past
and present activities as well as
setting future agenda

Assumes historical context and
audience sensitization and
concentrates on future achievements

Content

Expansive and detailed descriptions
of concepts and planned
developments

Concise and somewhat cryptic

Presentation

41 pages in traditional black and
white booklet layout

7 page coloured foldout in
modern/minimalist layout

Acceptance

Limited at first but more so after
implementation of follow-on change
programs and projects

General acceptance at issue

Issue

Table 6.1 Comparison of DSS Planning 1990/1995

DSS Program and Business Plans 1995-2005
A companion guide to DSS planning was issued with the 1995 Strategic Plan (DSS,
1995a). Its major purpose, as contained in the foreword by Ross Divett, the Deputy
Secretary Corporate, was to 'increase understanding of current planning arrangements
... and to assist managers embarking on the development of a Business Plan for their work
area' (DSS, 1995a).

The planning guide explained that the two main planning levels below the Strategic Plan 
Programs and Business - were essential to translate strategic objectives into shorter term
goals and activities. Both sets of plans are effectively functional planning documents.
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•

Program Plans were to provide detail on the import of corporate directions to the
department's six programs over the coming year. The plans were to be consistent
with set directions and address all of the nine priority action areas in the Strategic
Plan. Moreover:
The program plans are structured to identify the major environmental issues for each program in
terms of variations in customer numbers, expenditure trends, the impact of Budget measures and
the general direction of developmental work for the program. They also identify for each program
the key areas of focus for the year. For a each area there is a clear objective, performance
indicators and priority activities to be undertaken across the Department (DSS, 1995b: 2)

•

Business Plans were to translate Program Plan strategies, areas of focus and key
activities into annual workplans at National and Area levels of the department (DSS,
1995a: 4).

Program Plans for 1995-96 were consolidated into a 109 page document as a reference for
business planners.

The planning guide stressed the advantages of planning as a means for staff to define and
meet desired outcomes. Planning was seen to be useful in:

•

managing to achieve outcomes in Key Result Areas,

•

giving purpose and understanding of issues to staff,

•

monitoring of progress against performance indicators,

•

managing the workload by determining priorities,

•

managing limited resources to meet objectives,

•

monitoring and reporting of departmental performance, and

•

preparing the basis of performance contracts for senior staff (DSS, 1995a:8-9).

The publication suggested several steps for developing DSS business plans and offered
the following checklist to ensure a disciplined process to planning:

•

identify an authority framework or planning context,

•

outline a structure of interrelationships,

•

conduct an environmental analysis,

•

determine customer and stakeholder needs, and
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•

conduct a planning workshop to reach a common understanding of the environment,
establish a vision and KRAs, set objectives and performance indicators, and detail
actions required and estimate costs/revenues (DSS, 1995a: 9-12).

Plans emerging from these activities were to be endorsed at the appropriate level noting
any special implementation requirements and the plan marketed effectively to both
internal and external customers. Finally, progress against the plan needed to be monitored
and reviewed regularly to ensure action items and milestones have been met and to
compare actual resource usage against planned estimates (DSS, 1995a:13-16).

Managers were exhorted to acknowledge and observe the 'do more with less' philosophy
governing the funding of running costs for Commonwealth departments and agencies.
Planning was seen to be critical as a measure to balance resource allocation for work to
meet expected outcomes. While there may be limited scope to vary allocation levels in
the organization it was incumbent on managers to tailor action plans to match available
resources. However, this may lead to some crucial projects being underfunded and result
in a less than desired level of required performance. In these circumstances, business
planning would help budget managers to indicate priorities as well as forming the basis
for case by case justification for receiving additional resources. The Guide notes that
medium to longer term savings or efficiencies will need to be generated and harvested
where these funds are provided. Resource agreements between National Administration
and Areas or Divisions would be used as formal undertakings for allocations and
extensive business planning would be used to establish and vary project funding.

The relationship between strategic level plans and associated corporate plans is shown in
the Guide by listing the 19 national plans which regulate DSS operations. Many plans are
imposed as Whole-of-Government requirements and seek a form of standardization in
applying HRM policies throughout the APS. Examples include the EEO program,
Industrial Democracy policies, Access and Equity statements, training and staff
development programs and OH&S policies. Other plans relate to corporate and service
delivery infrastructure such as IT strategic and operational planning, energy management,
property strategic plans, national information plans, telecommunications and IT product
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services plans. Still others cover program management issues such as portfolio evaluation
schedules, departmental evaluation plans, fraud control and audit plans.
DSS Transitional Planning 1996-1997
While maintaining the strategic planning framework of the 1995-2005 document, DSS
placed greater emphasis on program and business planning in 1996-1997. This period
was a time of transition for the department as the Commonwealth Services Delivery
Agency was being developed and the department was about to relinquish its service
delivery role and concentrate on policy developments.

The Corporate Planning Section had evaluated Area and Divisional Business Plans
prepared for 1995-1996 and had found numerous areas in content and format requiring
improvement. The criticisms included inconsistent formats, exclusion of key factors, use
of convoluted language, wide variation in analysis of local conditions, lengthy documents,
lack of measurable performance indicators, excessive Key Result Areas (Critical Success
Factors) and incomplete review mechanisms (DSS, 1996). Consequently, more
information had been included in the guidelines for business planning and it had been
reissued to improve implementation planning in 1996-1997.

The new planning guide (DSS, 1996) reiterated the accountability relationships between
the Strategic Plan, national Program Plans, other national Departmental Plans, Business
Plans and SES and Senior Officer Performance Agreements.

Program Plans for 1996-1997 (DSS, 1996a) had been expanded, with Housing, Special
Payments and Services and Corporate groups added to the previous Income Support
programs. Portfolio Program Objectives and Performance Indicators were the basis for
reporting to Parliament and developed under the guidance of the Program Coordination
Committee. This committee used the plans to monitor cross program activities and the
consistency of national directions. The Program Plans were consolidated into a 140 page
document with each program containing a comprehensive review of:

•

the policy environment,
206

•

activity trends and outlook,

•

policy development and directions,

•

performance targets and previous achievement levels,

•

management issues, and

•

key areas of focus (DSS, 1996a).

Each Key Area of Focus identified objectives, performance indicators, key strategies and
actions with associated management responsibilities and target completion dates.

The 1996-97 Business Plan was to be the preferred vehicle for implementing national
plans at the business and functional levels of the organization. Enabling plans were to be
prepared at divisional and area level followed by detailed business plans at Regional
offices, Teleservice Centres and National Administration Branches. The suggested
framework for building and linking the various elements of the 1996-97 Business Plan is
shown in the Figure 6.5.
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Role Statement & Mission
Environmental Analysis

I

Vision I

Critical Success Factors

+
Objectives
Performance Indicators

Activity

Responsibility
I Estimated Costs I

Completion Date

Review Arrangements
Figure 6.5 DSS Business Planning Framework (DSS, 1996a: 12)

These planning processes were in operation in DSS until the establishment of Centrelink
in July 1997 which effectively removed the service delivery network and components
from the Department leaving it with the policy development function. Although many
staff had been transferred from then Department of Employment, Education, Training and
Youth Affairs to DSS in 1997, National Administration was reduced to about 700 staff
when 1300 staff left to join the new agency. Both organizations were forced to restructure
and re-evaluate their roles and responsibilities resulting in new strategic plans.
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DSS continued to adjust to its new purchaser role over 1997-98 and developed a strategic
plan based on this premise. The Social Security portfolio underwent further radical
change after the 1998 federal election when DSS transformed into the Department of
Family and Community Services lifting its staffing to about 5000. It continues in that role
today.

Centrelink started its new life with about 25000 staff in 1997 with its roles and functions
spelled out in an Act of Parliament. It has subsequently developed its operations and new
planning processes to define its future.

Comment
Over the period 1990-1997, DSS moved from Stage Two to Stage Three of the APS
Strategic Management Model. At the time of the split of policy and service delivery
functions in 1997, DSS could be assessed against Stage Three criteria as follows:

Planned and Emergent Strategy. DSS had determined a range of strategies based on its

portfolio program responsibilities for a 10 year strategic outlook. Emergent strategies
tended to overtake planned strategies and short term issues seemed to dominate the
attention of executive and business level managers.

Outcomes and Outputs. Again, the department tended to concentrate on short term

outcomes and outputs of portfolio programs. The insistence on annual program or
business plans to coincide with Budget processes and reporting indicates a reluctance to
move beyond Stage Two corporate planning processes despite the externally referenced,
strategic planning framework introduced in 1990.

Reporting Against Standards. The department had a well established reporting process

for outputs against its program and business plans but only patchy reporting against longer
term portfolio outcomes. Notwithstanding, the program plans did develop program
objectives and performance indicators (including effectiveness) and staff conducted
specific evaluations as part of a separate evaluation schedule.

209

Environmental Scanning. DSS conducted internal and external scans for its strategic

plans with a seeming emphasis on qualitative issues for external (policy driven) factors
and quantitative issues for internal scrutiny. Staff were asked for their input after a
planning frame had been determined by the executive, and at one stage the planning group
itself conducted a scan to confirm the continuing veracity of the 1990 findings. DSS was
well aware of its environment for both major planning events ant it encouraged functional
managers to conduct local scanning when building their own activity plans.

Planning Scope. The DSS strategic plans in the 1990s were based on 10 year planning

horizons with an acceptance of planning risks and uncertainty beyond 3-5 years.
However, planners and the executive were obviously more comfortable with the 1-3 year
forecast and the certainty of annual corporate and business level plans.

Enhanced MIS. DSS had stressed continuously the value and utility of technology and

information systems to assist all levels of the organization. It had built up steadily its
management information and reporting processes over the 1990s.

Planning Hierarchy. The department has a long history of multi-level planning and using

a cascade approach of translating strategic plans into shorter term, business and functional
level workplans. However, as noted previously, these more immediate plans tended to
predominate.

Portfolio Structures. The department was well aware of its portfolio and divisional

structures within the planning context, and directed its objective setting to existing
structures rather than aligning service delivery network structures with portfolio
strategies. Indeed, the organization retained segmented program delivery divisions
through the early 1990s while operational units worked to combined program structures to
facilitate local customer service.

It is noteworthy that the DSS Deputy Secretary Corporate who presided over the 1994-95
strategic planning process, the 1996 updates to business level planning and transitional
planning in 1996-97 was appointed as the Deputy CEO in Centrelink in 1997. Hence,
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there were planning legacies that passed to the new organization. However, the new rules
that governed Centrelink functions and responsibilities and the introduction of a Board of
Directors meant that the new agency would need not only to consolidate and enhance its
Stage Three status but to adopt Stage Four Strategic Management Practices.
Summary

This chapter has examined DSS strategic and business level planning in the 1990s. The
changes in scope, approach and emphasis have been reviewed as the departmental
executive changed and the operational impacts and lessons of planning were experienced
in the network. The organization had progressed to Stage Three of the APS model but it
had concentrated on Stage Two aspects rather than consolidating the organizational
benefits of strategic planning and concentrating on its transition to strategic management.
Notwithstanding, the department had inculcated a planning culture and had developed
elaborate procedures and processes. This awareness provided a sound base for the
establishment of Centrelink and a common understanding, at least between DSS and ex

DSS staff, of the nature of hierarchical planning needs in the newly established agency.
This understanding would be critical to the development of output performance indicators
and standards as part of the purchaser/provider arrangement.

The next chapter looks at the establishment, operation and planning activities of
Centrelink and its move to strategic management.
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Chapter 7 Separating And Transforming Service Delivery 
Centrelink Strategic Planning Framework 1997

'an historic innovation to public administration in Australia.' (CSDA Second Reading Speech,

1997)

Introduction
Chapter 6 noted the development of strategic planning processes and implementation in
the Department of Social Security especially during the period 1990-1997. The
department had established detailed planning processes and an extensive implementation
system for its service network which was transferred to the new agency. This chapter will
examine the development and establishment of the Commonwealth Services Delivery
Agency, Centrelink, in 1997. It will also study the agency's structure, operations,
stakeholders and the operational concept of one-stop shops. Next, this chapter will
consider Centrelink's role as a provider agency to deliver Government services and its
business relationship with purchaser agencies, particularly the Department of Family and
Community Services. Finally, the agency's initial strategic framework for 1997-2002 will
be reviewed.

Establishing Centrelink
The Government announced the formation of the Commonwealth Services Delivery
Agency (CSDA) in the 1996/97 Budget. Prime Minister Howard called the establishment
of the agency: 'probably the biggest administrative reform of recent times' with its
combination of 'efficiency with sympathetic and responsible service' (Howard, 1997:6).

The founding of the CSDA followed similar examples of 'agencification' overseas and
according to Bashford (1998) the Government was driven locally by three main factors.
First, the Cabinet was committed to making public access to government services easier.
Secondly, the reforms of the employment market and social security system created
significant opportunities for service improvement. Thirdly, global APS reforms such as
the separation of purchasers and providers, the introduction of competition within the
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public sector, and the expectations of better and more efficient service stemming from
advancing technology redefined the service environment for government agencies.

The notion of an executive Agency, such as those instituted in the UK, emerged from
Liberal Party proposals on public sector reform contained in the 1993 Fightback policy
statements. This departure from traditional public service organization design extends
previous public sector reform initiatives. The Second Reading Speech for the CDSA Bill
foreshadowed 'an administrative network for integrating access to Commonwealth
services by consolidating services so that, where possible, people can get help they need
in one place' (CSDA, 1997c: 1). The purported aim was to improve the standard of
service delivery collectively to the community and individually to members of the public,
by shifting the emphasis from mechanical transactions and processes to services based on
individual needs. The scope of service provision would straddle portfolio and
departmental boundaries. The underlying ideological and managerial themes (Sedgwick,
1994; Pollitt, 1996) of reengineered processes, rationalization and accountability were
expressed in the need to simplify and streamline services through wholesale integration
and by providing guarantees of service standards to customers.

Furthermore, the Agency was to be located in the Social Security portfolio given that
most of its activities would be administering entitlements under Social Security
legislation. Still, the Agency's framework is somewhat problematic as it juggles the need
to incorporate Ministerial involvement 'to ensure accountability' while exercising
flexibility to implement innovations to improve service, and, simultaneously, maintaining
'a strong partnership between policy and process design and service delivery' (CSDA,
1997c: 2).

Unlike other changes to federal bodies, most notably elements of the Department of
Administrative Services, the Government was not willing to commercialize fully or
privatize the delivery of the bulk of Commonwealth public welfare services. Instead, the
Government established the Agency as a core Commonwealth body subject to all the
'mainstream legislation for the operation of Commonwealth departments and agencies' .
This means that as a statutory authority operating under the Public Service Act 1922, the
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Agency is subject to the Financial Management and Accountability Act 1996 and the
Privacy Act 1998. Again this reinforces the centrality of scrutiny and accountability
arrangements for the CSDA given its responsibility for 'the day to day administration of
large sums of public monies' (CSDA, 1997c: 2).

The Commonwealth Services Delivery Agency Act was passed on 26 March 1997 and
received Royal assent on 17 April 1997. The statutory authority came into being on 1
July 1997 but was actually formed as an operational entity on 1 May 1997 with the
administrative transfer of DEETY A staff. It was launched officially on 24 September
1997 with new goals, livery and a new name - Centrelink. The Agency represents a new
style of public organization which combines traditional service roles with business-like
attitudes and a more strategic focus.
Centrelink Structure and Operations

The governance arrangements for Centrelink are unique in the APS. It is a statutory
authority controlled by a board which originally answered, as a portfolio function, to the
Minister for Social Security. Since the 1998 Federal election, Centrelink is responsible
through its Board of Management to the Minister for Family and Community Services
and to the Minister for Community Services. TIle Board has four members, the Chairman
and three non-executive directors, appointed from the private sector as well as the
Secretaries of its major clients departments, the Department of Family and Community
Services (DFaCS) and the Department of Employment, Workplace Relations and Small
Business (DEWRSB). The organisation is managed by a Chief Executive Officer (CEO)
appointed to a contract by the Government on the recommendation of the Board (CSDA,
1997a).

Centrelink accounts for about a quarter of the staffing in Federal administration and is
responsible for more than a third ($43b) of Commonwealth Budget outlays. The agency
uses a decentralized organizational structure and began with about 24,000 staff drawn
from the service delivery networks of DSS and DEETYA. In 1998 there were over 400
Customer Service Centres and Call Centres across Australia with complementary mobile
and visiting services particularly in rural and remote areas. Centrelink services a
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customer base of over 6 million people, its staff receive about 19 million phone calls each
year, process about 8 million transactions online every day, issue over 80 million letters to
customers each year and have over 500,000 booked appointments each month
(Centrelink, 1998b). A middle layer of 17 Area Offices manages and supports
geographical groupings of regional service outlets.

The Centrelink executive and management teams are located at the National Support
Office in Canberra and are organised into Customer Segment Teams, Theme Teams, a
Business Development Group and other corporate support teams. The nomenclature and
structures of these teams represent a departure from traditional public sector titles and
hierarchies and form part of a deliberate strategy by the CEO to embed a new
organizational culture and mindset. The Customer Segment Teams mirror the program
policy and delivery groups in the client departments and participate in the product design
process to finalize client outcomes and develop outputs for implementation of initiatives.
These teams also monitor policy implementation and report to clients on the impact and
outcomes of specific initiatives. Theme Teams support the customer segments and
underpin service delivery with diverse corporate functions including: monitoring and
maintaining customer service quality; exercising staff management; encouraging and
coordinating corporate innovation; implementing strategic issues management and
planning, developing and maintaining information technology; liaising and monitoring
internal allocations and external funding issues; and, controlling financial management
and communications (CSDA, 1997b).

The Business Development Group employs separate account managers for each client
agency, negotiates new business for the agency, and manages business liaison and
reporting as part of the operation of business partnership agreements with clients.
Centrelink is required to provide regular reporting on its service delivery performance in
accordance with business partnership measures and standards for each program (or
outcome class) with an explanation of variations and an estimate of future performance
outlook. Specific reports on particular issues are also provided when necessary or
appropriate. The Group is also responsible for maintaining Centrelink's commercial
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viability. Other corporate support elements include audit, compliance and compatibility.
(CSDA, 1997b; PABS, 1999)
Centrelink Stakeholders

Centrelink has nominated fOllr primary stakeholder groups as having a major interest in its
operations: the portfolio Ministers, client departments, internal customers (Board of
Directors and agency staft) and people who use Centrelink services and their
representatives. (The general distinction within Centrelink is that departments are
'clients' and that the public are 'customers'.)

Centrelink reports to the Minister through the Board on administrative issues relating to
the portfolio. The client departments are the purchasers of services detailed in negotiated
agreements with the agency - this requires effective working relationships to ensure policy
is implemented to the agreed standards and quantities. The Board of Directors sets the
overall objectives, gives strategic direction and sets broad business rules for the
organisation. Staff build and maintain relationships within the corporate body to enhance
the quality of both internal and external service and hence contribute to organisational
performance. Finally, the agency has a wide range of external customers reflecting the
demographic nature of welfare policy contained in legislation. The customer segments
cover services to retirees, families with children, the unemployed, people with disabilities,
carers, widows, students, youth, community groups and users of child care (CSDA,
1997b).

Services provided to customers are delivered through a combination of contact media
including mail, telephone, the Internet and by personal contact at a Centrelink office or by
offsite visits.
The Concept of Government One-Stop Shops

Centrelink was created as a 'one-stop shop' or 'first-stop shop' for federal government
services. The idea of a modem, one-stop shop for government services in Australia is not
new. It was proposed and tested in Victoria by the Whitlam administration in the 1970s
with limited success. Wettenhall and Kimber (1996) have examined the development of
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Australian collective one-stop shops dating from the 1976 RCAGA report. They noted
that the aim of the centre trialled in the Melbourne suburb of Coburg was to collocate
officers from federal, state and local governments with voluntary groups to provide
comprehensive welfare services to the public. Staff were expected, and nominally
empowered, to make administrative decisions for customers on the spot or over the
telephone. Policy and management committees were established to guide the operations
of the North-West One-stop Shop Welfare (NOW) Centre comprising the Department of
Social Security, Victorian Department of Social Welfare, Coburg City Council and 21
voluntary agencies. This conglomeration created inevitable divisions of loyalty and
identity in the group (Wettenhall and Kimber, 1996). It also raised questions about the
appropriate structure of service delivery for the Centre - the main models under debate
being 'arcade' or 'emporium' layouts. Eventually, DSS withdrew its staff and established
its own office in another location in Coburg. The Centre continued with its remaining
participants and survived into the late 1980s.

Other one-stop shops for government services have been established in Australia and
overseas. Wettenhall and Kimber (1996) cited the Fire Victims' Welfare Organization
(FVWO) which was formed following the Hobart bushfires of 1967 and which operated
for 17 months ministering to victims applying for relief as well as coordinating cases with
decision makers. Similarly, the Ipswich City Council pioneered a Humanities Centre to
assist with diverse community, youth and cultural development services including
welfare, security, immunization, marriage guidance and day care facilities. Also, the ACT
Government instituted its shopfront network which continues to provide an public contact
point for information dissemination, assistance, revenue collection, licence issue and
ticket sales. In the United States, the innovation drive stemming from the National
Performance Review has given rise to 'General Stores' employing a one-stop shop
approach as contact outlets for all levels of government, including county and city
administration services. The Atlanta General Store started in 1996 and acts as a conduit
for 23 agencies and the Houston site has similar community related responsibilities with
particular emphasis on assistance to small business owners and employers (see
www.gsq.gov/genstore and www .head-hou.dst.tx.us/usgs/gen.store.htm).
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Technological advances, societal change and political imperatives since the 1970s have
enabled the Howard Government to implement Liberal policy goals for public agencies
including the consolidation of service delivery through one-stop shops. Additionally, by
establishing Centrelink, the Government has reinforced the notion of contestability for
public service delivery. The Government's intention is for Centrelink's one stop shop to
expand from its welfare and employment services roots to provide information and
services for the majority of government departments and agencies in open competition
with private business. Centrelink itself manages service contracts with its client
departments and delivers agreed services to customers. It is still bound by government
policy and legislation and government funding is channelled through the client
departments. Within this arrangement, there is a clear distinction between the
development and implementation of policy. Notwithstanding, Centrelink inherited a
comprehensive and extensive service delivery network from the DSS and DEETYA
structures and has definite plans to expand and improve its capabilities and reach
(Vardon, 1998a; Centrelink, 1999).

Indeed, Centrelink's CEO has identified three evolutionary stages in the agency becoming
a viable one-stop shop for government services (Vardon, 1998a). The first stage was the
creation of the organization over 1997-1998 which required transitional processes to
integrate staff and business activities. The major challenges of this phase were cultural
change and the improvement of customer service. Surveys of customer and staff
satisfaction were conducted and the results contributed to change programs. The lessons
learned during the transition from a conventional government department to a service
delivery agency, according to Vardon, included: the value of communication, the need to
temper business approaches with service requirements, the importance of knowing the
real costs of operations and measurement of actual performance, the need for
organizational leaders to articulate visions at the local level for staff and the necessity of
evening out the implementation of change to reduce peak workloads in the service
network (Vardon, 1998a: 3-4).

The second stage looks to consolidate initial developments and achievements, and to
concentrate on building best practices and introducing new service concepts. The aim is
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to create a seamless service for customers, re-engineer work flows and processes,
introduce technological improvements to facilitate customer self service and staff
assistance, and to improve services to rural and remote areas. Above all, the organization
must retain its current business as well as expanding its alliances. This stage also seeks to
introduce a 'one main contact model' or case management processes to reduce effort and
eliminate duplication. There are significant technological challenges associated with this
stage in preparing for even more ambitious change in the next stage. An IT strategic plan
for business architecture and processes will need to accommodate the construction and
testing of extensive decision support systems ('expert systems') while accounting for the
vagaries and potential disruption of the Y2K problem (Vardon, 1998a: 4-11).

The third evolutionary stage looks to 'transform the delivery of government services'
(Vardon, 1998a: 11) with a new service delivery model based on a life events
methodology, the acquisition of major new business, consolidation of staff development
programs, more advanced electronic service delivery and closer connections with State
and Territory one stop shops. The CEO's grand for 2004 is compared with the 1998
situation in Table 7.1 (Vardon, 1998a: 15).

Centrelink 1998

Centrelink 2004

Reliance on staff knowledge of products and
ability to navigate between screens
Customers need to know the range of products and
services
Emphasis on post-grant review to protect outlays
Access by phone, in person and by mail

Reliance on expert decision support systems to
produce tailored service offers
Customers only need to know their own
circumstances and be honest
Emphasis on upfront profiling to protect outlays
Access via home based Internet, kiosk, Interactive
Voice Response, in person or by phone
Customer deals with one main contact in a
multidisciplinary team
No rework, no backlogs, accountable and
responsible staff
A larger number of smaller offices in shopfronts
and other community locations including rural
centres

Customer deals with many and varied staff in
payment based teams
Rework, backlogs, 'passing the buck' and
cluttered systems
Large offices reasonably close to major shopping
or other locations

Table 7.1 Centrelink Ambitions 1998·2004 (Vardon, 1998a)

In preparing the way to achieve this envisaged future, Centrelink is aware that as an
executive agency of the Government, it needs to operate within and consolidate the
purchaser/provider structure.
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PurchaserIProvider Arrangements

As covered in earlier discussion, the Federal Government is using the PurchaserlProvider
(PIP) model as a management improvement tool to clarify and separate the roles of those

who obtain goods and services for public programs and those who supply them.
Centrelink was designed to become the provider and administrator of welfare and
employment services with the client departments becoming the major purchasers of those
services on behalf of the government. Apart from DFaCS and DEWRSB, Centrelink acts
as service provider to the Department of Education, Training and Youth Affairs; the
Department of Health and Aged Care; Agriculture, Fisheries and Forestry Australia; the
Department of Veterans' Affairs; State Housing Authorities; and Regional Services,
Territories and Local Government.

The principal PurchaserlProvider agreement is between Centrelink and DFaCS with the
agency delivering income security and income support programs. The Centrelink/DFaCS
1998-2001 Business Partnership Agreement is a 200 page document comprising a core
agreement, a series of 10 protocols and 10 separate business agreements for individual
payments or programs that specify services that Centrelink will deliver including several
corporate support services (BPA, 1998; PABS, 1999). Both organizations are adjusting to
the performance contract notion and the build-up of business relationship aspects such as
designing products jointly, exchanging staff, sorting out the ownership of data and
coordinating advice on policy and operational issues.

The Business Partnership Agreement sets out major goals, principles, strategies and
operating mechanisms to define the purchaser/provider framework. The core agreement
includes a business partnership statement (BPA, 1998: 10) which stresses the need for
mutual understanding and management of the relationship to achieve excellence in social
policy and service delivery. The statement contains partnership values extolling open
communication, collaboration, constructive feedback and tolerance as the basis for
success. It also warns of the risks of involved if partners hold back or delay the sharing of
information, undermine each other's business objectives or adopt an 'us and them'
attitude. On the other hand, successful partnership is to be measured by staff satisfaction
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with working arrangements, the rapid resolution of any difficulties that arise, adherence to
the BPA and specific performance against the agreed standards.

Ten protocols detail principles, understandings and services required between the two
organizations under the categories of audit, program management and business
development, communications, legal services, performance reporting and performance
information, management information and data, Budget and financial arrangements,
accountability and reporting, joint projects and Ministerial and Parliamentary reporting
(BPA, 1998: 13-73).

The core agreement and protocols are supported by detailed agreement schedules. These
business agreements contain 'deliverables' based on key result areas and the associated
costs of delivering the services for each of the customer segment groups as well as
compliance activities and corporate services. The performance indicators in these
schedules contribute to the monitoring of internal Centrelink performance by formalizing
the balanced scorecard reporting network. The organisation aims to keep these simple,
linked to government's goals and meaningful for assessing and reporting performance
(BPA, 1998: 77-199).

In practical terms, the DFaCS/Centrelink strategic partnership agreement requires DFaCS,

acting as the purchaser, to determine the outcomes to be produced with Centrelink, as the
provider, deciding on how those agreed outcomes or outputs are to be delivered. The
relationship is critical as any major disagreement on the interpretation of policy could

seriously disrupt the delivery of income support services: the Government, Parliament and
the public would not view this squabbling or its results as acceptable. The working
arrangements between the two organizations are a combination of 'arm's length' and close
working relationships on a day-to-day basis. This unusual mixture results from the
separation and fragmentation of services and policy functions in the Social Security
portfolio. These problems are overcome by mutual recognition of the anomalies resulting
from the split and continued communication on framework and operating issues.
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Commenting from the purchaser's point of view, when DFaCS was still DSS, Corbett
(1998:3) adds that:
The two organizations do not have a strictly commercial relationship. Rather, the relationship
between DSS and Centrelink is based on a shared understanding of each other's roles and
responsibilities and a shared mission to implement government policy through the development of
complementary core businesses. The two agencies cannot, in the formal sense, have a contractual
arrangement because they are both Commonwealth agencies and cannot enter into contracts with
each other.

Consequently, the two organizations have agreed to avoid a legalistic and adversarial
approach, adopt problem solving with incentives rather than sanctions, and establish high
quality working relationships between the two groups. Corbett characterizes this nexus as
trust and openness in business dealings, partnership rather than adversarial relations,
collaboration rather than competition for core business functions, appropriate access to
each other's operations, joint resolution of differences, and 'contestability of ideas' about
the best ways to implement government policies (Corbett, 1998: 4).

DFaCS acknowledges the painful transition that some of its staff have encountered in
becoming the purchaser of services; however, there is also the realization that the split has
forced the Department to document and cost services as well as delineating subsequent
lines of responsibility. Centrelink officers have also had difficulty in becoming providers:
apparently there is some resentment over DSSIDFaCS claiming the moral imperative of
product ownership and their attempts to obtain more stringent operational standards than
were possible before the organizational split. In many cases this is seen as
highhandedness and bullying accompanied by ambit claims and kite flying or fishing

expeditions. On the other hand, DFaCS could retort that Centrelink staff have rapidly
adopted a contractor's stance in their unreasonable and overpriced interpretation of buyer
requirements to improve the agency's financial position at the expense of client
departments. On a more fundamental issue, there has been some tension about the control
and manner of service delivery and claims by Centrelink that DFaCS has been reluctant to
surrender the implementation and management of policy initiatives and concentrate on
setting policy.
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Centrelink has reviewed the formulation and development of the initial 1997-1998 set of
service level agreements between Centrelink and its client departments and the
conclusions are instructive although not completely unexpected. Bashford (1998)
summarizes these observations about the partnership as follows:

•

the partners need to be clear about which services are to be included in the agreement;

•

the performance and recording framework needs to meet purchaser and government
requirements but should not impose undue burdens on the provider;

•

strategic partnerships may, initially, be resource intensive but ultimately will yield
great benefits;

•

agreements should be consultative and not descriptive;

•

incentives for improvements are more productive than sanctions;

•

organizations need to learn to let go and accept differences;

•

managers should aim to minimize the "us and them" syndrome;

•

leaders and manages in both organizations need to understand each other's operational
environment;

•

emotional issues may be very important to staff and should not be underestimated;

•

the parties should celebrate 'wins' and support each other in difficult times;

•

all signatories should realize that the service level agreement is not the whole business
relationship;

•

operators should incorporate partnership behaviour in business unit and individual
performance agreements; and

•

communication is the most important element in achieving a successful strategic
partnership (Bashford, 1998:13 -14).

Many of these observations and lessons have been incorporated into the 1998-2001 BPA
document. Overall, Centrelink's initial experience has matched that of overseas agencies
and seems to have endorsed DoF's perceptions and expectations of PIP arrangements in
the APS (DoF, 1997:20). The benefits include clearer expectations and responsibilities,
heightened accountability and priorities, and improved organizational responsiveness to
Centrelink customers. Whether there has been a reduced risk that the purchaser could
have been captured by the provider, or whether the arrangement has enhanced
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contestability, remain to be seen. Certainly there has been some deterioration in
communications and coordination between parties, and Centrelink would contend that
there was too much focus on the detail and specification of inputs and outputs by DFaCS.
Both parties would probably agree that there have been, greater transaction and
compliance costs, a loss of in-house expertise, and disruption caused by reorganization.

Managing these partnerships is vital to the survival and expansion ambitions of
Centrelink which has prepared a comprehensive strategic directions framework to plan,
resource, implement, monitor and report its progress and achievements.
Centrelink Strategic Framework 1997·2002
In discussions with Centrelink's strategic planners, they stated that, from the beginning,
they had adopted a strategy to transform the agency into a viable business entity in the
federal sphere. Initially, all existing strategic tasks flowing on from the pre-Agency
arrangements were included in the draft CSDA Strategic Plan but the executive decided
that new processes should be used to revamp Centrelink's strategic directions. However,
the executive retained the five year planning horizon in preparing the 1997-2002 Strategic
Framework and used the CSDA strategic concepts as the basis for an executive statement
which was subsequently presented to the Board of Management in August 1997. The
Board required further detail at the strategic planning level which was provided in
September 1997. The notion of local Customer Service Improvement Plans (CSIPs)
within a planning hierarchy was also introduced to ensure strategic policy alignment
throughout the organization.

The resulting plan (Centrelink, 1997) contained a rolling, five year set of goals to focus
and guide staff efforts to:

•

achieve the Government's policies and outcomes;

•

develop the identity, culture and 'brand value' of the new organization;

•

improve operational decision-making and business performance;

•

enhance business development and long term positioning; and
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•

establish systems to improve the quality, efficiency and innovation of customer
service.

Centrelink planners envisaged the organization operating in renewable partnerships with
government departments to provide services to the Australian public. The overarching
context was that Centrelink was accountable to the portfolio ministers and parliament for
highly efficient and high quality services, and for the integrity of its service to customers.
Moreover, Centrelink was subject to the contractual discipline of purchaser-provider
arrangements, intra-governmental contestability and competition in the marketplace. To
survive as a provider, Centrelink needed to deliver consistently high quality service at
highly competitive prices. Notwithstanding, because of the complex and sensitive nature
of the portfolio, the government had acknowledged that Centrelink was to be the preferred
central delivery organization for government services, at least in the short term.

This honeymoon period is not expected to last for more than a few years and has some
severe financial implications for the organization. The agency is subject to a special
efficiency dividend designed to reap the savings of combining the DSS and DEETYA
networks. This dividend has increased progressively since the agency was established and
will be capped at a continuing rate of 10 % per annum for the foreseeable future -the
original recommendation from the 1996 National Commission of Audit was for an
efficiency dividend at least 20% (NCOA, 1996: 115). This impost is additional to the
continuing, standard efficiency dividend of 1 % per annum which is applied to all Budget
agencies. Finally, Centrelink is subject to foreshadowed, ongoing IT outsourcing savings
amounting to $14.5 million running costs and $10.9 million capital costs by 1999-2000.
All of these reductions have been applied to Centrelink's forward estimates of receipts.
As a consequence Centrelink needs to reduce the cost of its service delivery by
approximately $211 million from 1999-2000 rising to $255 million by 2002-2003. This
will result in cumulative savings to the Government Budget of $1.081 billion over the
period 1997-1998 to 2002-2003 (PABS, 1999). The obvious place to cut is in the area of
running costs which is dominated by staffing salaries and associated costs. Centrelink has
recently instigated a program of voluntary redundancies, which when combined with
natural attrition, could reduce overall staffing by up to 20%. The offsets to retain service
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levels and quality in the wake of these losses look to be in reengineered processes and
improved technology.

In the light of these and other pressures, the Agency nominated six goals to be achieved

progressively over the period 1997- 2002. The goals identify the key results the
organization needs to achieve to be successful. Centrelink's published goals were to:

•

build partnerships with client departments that deliver the required results and provide
value for money;

•

increase customer and community involvement and satisfaction with services;

•

create an environment where people in Centrelink are proud of their contribution and
are making a difference;

•

return an efficiency dividend to government;

•

provide innovative and personalized solutions which are consistent with government
policy; and

•

be the first choice and benchmarked as the best practice in service delivery.
(Centrelink, 1997: 12)

The Strategic Directions contained statements of organizational purpose, vision and
mission. The established purpose of Centrelink set out the reasons the Government
decided to establish the organization, that is, to:
Provide exceptional service to the community by linking Australian government services and
achieving the best practice in service delivery (Centrelink, 1997: 7).

The published vision of Centrelink informed its staff of what the Agency was planning to
become and how others would see it, that is, to:
Make a difference to the Australian community through responsive, high quality government
services and opportunities, and giving value for money (Centrelink, 1997: 7).

The Vision section was accompanied by specific timeframes for accomplishments
directed towards customers and in positioning the organization. The schedule called for
personalized service for customers within 18 months and access to a full range of
government services at a single Centrelink site within five years. Simultaneously, the
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organization hoped to gain customer loyalty, community involvement and respect for
outcomes within 18 months leading to international recognition and partnership in global
service arrangement after five years of operation (Centrelink, 1997: 7).

The stated Centrelink's mission identified its business and the way the organization would
need to operate to build a stronger community by:
providing opportunities for individuals through transitional periods in their lives;
delivering innovative, cost effective and personalized services for individuals, their
families and community groups;
being an organisation committed to quality;
making best use of available dollars;
listening to the community's ideas for giving better service; and
building a quality relationship between customers and Centrelink. (Centrelink, 1997: 2-7)

Centrelink strategies were based on the premise that the community's expectation of
government services was increasing. Centrelink accepted that customers want ready
access to reliable and responsive services. The organization was seeking to link its
services, personalize solutions and broker information on behalf of the community and
other agencies. Centrelink was also aiming to improve the convenience of services
beyond normal contacts with customers and to be the broker of information for a range of
organizations through on-line facilities as well as through its offices, mobile services, an
extensive call centre network and other interactive services. Centrelink was intending to
deliver services efficiently and cost-effectively, provide ethical and accountable services
and observe all laws (Centrelink, 1997: 8).

The Centrelink Strategic Framework (Centrelink, 1997) noted that the agency was making
a commitment to its customers, employees and client departments. The agency was
looking to provide guidance, to listen to its customers and to be responsive in finding
solutions and to excel in service delivery. It also intended to use innovative services and
information technology to respond to the needs of culturally diverse society. The
marketing language is evident in the document which explains that customer contact will
be 'welcoming, friendly, fair, courteous and respectful' (CentreIink, 1997: 9). As well,
the organization aimed to provide correct and current information, assessment, referral
and payments to its customers making certain that they understand their obligations in
receiving services and payments. The organization was looking for feedback on service
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delivery and Centrelink customers would need to be satisfied with the level of knowledge
of Centrelink staff and be confident that staff advice and the standard of quality of service
was accurate and consistent. There was also greater emphasis on customers' rights to
privacy and holding personal information in confidence.

In the best traditions of the maxim 'people are our greatest asset', Centrelink intended to

keep its staff enthused about organization's strategic outlook. The commitment to
employees included creating an environment where people wanted to come to work and
that the office provided a satisfying and effective workplace. The organization
acknowledged the requirements for training and staff development, recognizing that
employees needed appropriate skills and knowledge to meet and exceed expected
performance and customer service. Moreover, staff were to be involved in designing and
refining business practices and processes on a continual basis. Finally, people
management planning was to be integrated with, and support, the overall strategic
directions for the organization, an issue that is fully endorsed by Hax and Majluf (1996)
and other management writers.

The last, but not the least important, commitment was to Centrelink's client departments.
Commitments reflected the BPA protocols and included maintaining a performance
orientated organization focused on achieving client department outcomes; being
responsible for providing value for money and cost efficient service, being responsive to
the needs of client departments with high-quality, appropriate relevant and timely
information; and, being available to all other levels of government and community
organizations for service delivery. Centrelink had adopted a charter of shared behaviours
which included listening to customers and the community, solving problems and
developing opportunities, having mutual respect for customers and for each other,
exploring and being effective innovators and behaving with integrity and ethically
(CentreIink, 1997: 8-10).

The 1997 Framework outlined targets to be met by 18 months, within three years and
within five years for sub-components of each of the categories - stakeholder relationships,
customer and community relationships, staff culture and service delivery support. The
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Balanced Scorecard was seen as the appropriate tool to manage corporate performance
across the six goals using best practice and first choice criteria. The Strategic Directions
were to be reviewed annually to ensure that they provided a sound and current basis for
annual Business Plans and Programs. (Centrelink, 1997: 19-24)

Following on from the Strategic Directions, and included in the same Framework
document, the Centrelink Strategic Plan spelled out key strategies and actions to
implement the corporate thrusts. The Plan detailed Business Outcomes and Strategy
centred on becoming the 'first choice of governments for the provision of government
service for the next five years' (Centrelink, 1997: 25). Each goal (business development,
customer service, people, cost reduction, innovation and best practice) was elaborated in
terms of high level performance measures and accompanying strategies and activities to
achieve the goal over the following two years.

Overall, the 1997 Strategic Framework represents a transition blueprint for the newly
established organization. It shows the planning lessons of its antecedent departments,
DSS in particular, and introduces commercial concepts and content to reflect its new
status as a provider agency. In some ways it was a ground breaking publication that
signalled the transformation of the organization from an orthodox public sector body to a
more business orientated agency.

Summary

This chapter has reviewed the background to the establishment of Centrelink as a
statutory authority to provide Government services to the public. The governance
arrangements and agency structures were consistent with changes associated with
established executive agencies overseas and the organization identified ministers, clients,
customers and staff as its primary stakeholders. The concept and history of one-stop
shops were reviewed along with the three stages proposed by Centrelink's CEO for the
agency to become a viable one-stop shop for government services. The chapter then
examined the complexities associated with Centrelink's role as a service provider for
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client departments, the notion, content and operation of business partnership agreements
and comments from both DSS and Centrelink on the first year's arrangements. There
were obvious problems with staff in both camps in adjusting to the revised relationship
but also an acceptance that the new arrangements could be made to work with goodwill,
patience and understanding. Finally, this section reviewed the agency's strategic
framework of goals, vision and strategies for the period 1997-2002 and concluded that the
planning was a sound basis for growth for the new agency.

The next chapter will examine the revised Centrelink framework for 1998-2003 and
assess the organization's progress towards comprehensive strategic management.
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Chapter 8 Centrelink's Strategic Framework 1998-2003

Introduction
Chapter 7 covered the establishment, relationships and operations of Centrelink. It also
established that the agency had achieved Stages One and Two of the APS model with
clear corporate planning processes and objectives. The organization had also progressed
into strategic planning, Stage Three, and there were indications of a highly ambitious and
motivated organization which may meet several, or indeed many, of the criteria of Stage
Four - strategic management - over the next strategic planning period.

This chapter will examine the revised strategic framework for Centrelink for the period
1998-2003 noting in particular the adjustments required for accrual budgeting and
reporting. Next, the chapter will examine current and future aspects of strategic planning
for the agency and include a comprehensive application of the 1994 Hax planning model
to Centrelink for 1998-2003. An extensive analysis will be made of the strategies and
outcomes of the Hax application which will then be compared with Centrelink strategies
contained in the current framework. Finally, this section will include a comparison of the
status of Centrelink planning with Stages Three and Four of the APS Strategic design
model and conclusions will be drawn.
Consolidating and Updating the Framework
The revised framework (Centrelink, 1998b) was published in September 1998 after the
promised annual review and features two major sections entitled 'Our Business' and 'Our
Future'. The document contains 69 pages of information compared to 48 pages in the
1997 version. The document repeats and expands upon purpose, vision, goals and other
strategic direction elements of the previous edition. It also claims that Centrelink is one
of the 'largest business operations in Australia' (Centrelink, 1998b: 22) and lists its
considerable achievements against its published goals after its first year as a separate
organization.
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Performance against each of the Agency's six major goals for the first year of its
operation is shown in the Centrelink Annual Report 1997-1998 which seeks to 'capture
the scope, breadth and detail of activities' (Centrelink, 1998d: 43). The key strategies
designed to accomplish each goal are first outlined and then followed by a listing of
achievements against each strategy. While the organization set ambitious targets for
itself, it has built on a strong historical foundation of service delivery of two leading
federal departments and it is not surprising that the first public report card is highly
satisfactory (Centrelink, 1998d: 41-89). Whether the members of the Australian Senate
agree as part of their Estimates review is another matter.

The agency has also evaluated its service delivery approach and has foreshadowed
significant developments involving brokered solutions, service offers and other holistic
means to meeting customer demands and client department outcomes. IT solutions in the
form of electronic service delivery will playa major role in changing existing processes.
Change is also reflected in the Business Outcomes targets for the next five-year period.
Each corporate goal has updated strategies and actions for each of the following three
years. A comparison of the contents of the first two Centrelink framework documents is
shown in Table 8.1.
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Centrelink Framework Content
1997
Strategic Directions

1998
Our Business

Environment
Purpose
Vision
Mission
Customers
Commitments
Culture

Shared Behaviours
Goals
Strategies
Future at a glance
Accountability
Review

Strategic Plan
Goals

Business

People
Planning
Customer Service Improvement Plans
Balanced Score Card
Achievements so far
Next steps
Our Future
Business Outcomes

Business Strategy
Framework of Strategic plan
Business Development Goal
Customer Service Goal

Future at a glance
Client Partnerships Goal
Customer Service and Community Goal
Centrelink People
Cost Reduction Goal
Innovation Goal
Best Practice Goal

Table 8.1 Centrelink Plan Content 1997 and 1998

The Move to Accrual Budgeting
As a government service provider, Centrelink implements Budget initiatives and
programs on behalf of its purchaser client departments. Most of the funding obtained by
Centrelink is first appropriated to its clients and paid to the agency through Business
Partnership Agreements or Service Level Agreements. The 1999 Federal Budget
presented appropriations in accrual budget format for the first time and required agencies
and authorities to describe their planned program outcomes and to specify prices for the
outputs that would contribute to those outcomes. Organizations were also required to set
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out performance information needed to manage outputs and to monitor actual outcomes
(DoFA, 1998a).

The 1999 Budget (PABS, 1999) shows that more than 90% of Centrelink's funding is
obtained for services provided to the Family and Community Services portfolio of which
Centrelink is also an integral statutory authority. DFaCS has redefined its earlier program
structure into an outcomes structure comprising three main outcome classes: Stronger
Families, Stronger Communities, and Economic and Social Participation. Each outcome
has a series of output groups replacing the previous sub-program payments or service
categories. For exanlple, the previous program entitled Support for Families and Children
comprising 10 sub-programs (Family Services, Family Payment, Family Tax Payment,
Child Support, Maternity Allowance, Family Relationship Services, Portfolio Agency
Services, Youth Allowance, Austudy Payment and Student Financial Supplement Loans
Scheme) has been replaced by Outcome 1: Stronger Families which has three Output
Groups - Family assistance, Youth and Student Support, and Child Support.

Similarly, Centrelink has developed its outcome and output structure. As a portfolio unit,
the agency has a single outcome: effective delivery of Commonwealth service to eligible
customers. This simplified approach is continued through to the single output specified to

apply to all its client departments as: efficient delivery of Commonwealth services to
eligible customers. (PABS, 1999).

The total annual output price charged by Centrelink to deliver client department services
over the next five years is about $1.6 billion of which $1.5 billion would be spent on
DFaCS outcomes. The performance information in the form of measures, indicators and
targets that the agency will use to assess the achievement of the outcome is related to
Centrelink's strategic goals and the Key Performance Indicators of client departments.
Specific targets are compiled cooperatively and actual performance is monitored monthly.
Overall performance achievements will be reported in the Centrelink Annual Report.
Centrelink output reporting on the efficiency of delivered services is also based on the
agency's strategic goals criteria. The associated Key Performance Areas and measures for
outputs (PABS, 1999) are shown in Table 8.2.
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Performance Information for Centrelink Outputs
Output - efficient delivery of Commonwealth Services to eligible customers
Strategic Goal

Key Performance ArealMeasures

Business Development
Customer Service
Centrelink People
Cost Reduction
Innovation

Client satisfaction
Customer satisfaction
People satisfaction
Return efficiency dividends to Government
Encouragement of staff innovation
Conduct of business electronically

Table 8.2 Centrelink Outputs and Measures (pADS, 1999)

Aspects of Centrelink Strategic Planning
From numerous interviews with Centrelink planning staff, planners are looking to
improve their awareness and reporting of the organization's strategic environment by
including greater operational content to complement the organization's performance
indicators. In particular, there is a perceived requirement for better linkages between
strategy, teams, Customer Service Improvement Plans (CSIPs) and the Balanced
Scorecard monitoring and reporting arrangements. The aim is to review and confirm
goals and objectives with executive-level (SES) managers and canvass all staff for
comments and suggestions. This process should lead, at least, to a shorter term 'strategic'
plan spanning the next three years, although this appears to be more of a corporate plan as
defined by MAB (1993). This is an interesting development in an organization which, as
DSS, adopted a lO-year planning horizon and subsequently reduced it to five years. The
contraction of planning horizon appears to be a direct result of the turbulence associated
with becoming a more business-oriented agency combined with the inherent uncertainty
of the public environment and an acceptance of the realities of 3-year BPAs and the
Budget forward estimates. Notwithstanding, the organization appears to be retaining the
5-year Strategic Framework in the short term.
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Centrelink's strategic positioning for the future is predicated on winning competitive
advantage over potential competitors by first acknowledging the inevitability of a
contestable environment. It is aiming to consolidate and build on its current position by
forming strategic alliances with other service organizations and community groups. It is
also considering better ways of marketing its products, improving internal skills and
competencies and providing better service and choice (Centrelink, 1998b).

Centrelink has developed its definition of planning to reflect time critical and content
elements in managing its operations for success. It sees its planning occurring at three
levels:

•

strategic, covering the longer term future and involving the entire organization and its
environment,

•

tactical, meaning schedules and events over the short term (6 months), and

•

operational, looking at the management of current events and day to day decisions
(Centrelink, 1998e: 1).

Strategic planning in the agency is based on analyzing the gap between the current and
desired situation for the organization and deriving strategies to reduce the gap. Planning
is an integral component of the overall strategic framework along with strategic thinking,
positioning and implementation. Centrelink defines these stages as follows:

•

Strategic thinking is the process of researching, analyzing and discussing issues that
may impact on Centrelink's business and future.

•

Strategic positioning is about making the choices to ensure Centrelink has the
maximum competitive advantage.

•

Strategic planning concerns strategies and actions which define the pathways for
achieving Centrelink's purpose and vision.

•

Strategic implementation is making the Strategic Framework happen (Centrelink,
1998e: 14).
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These strategic processes are enhanced by the use of a recent Harvard model (by Professor
Mark Moore) of environmental scanning which interrelates the external environment with
organizational purpose and internal capability (Centrelink, 1998b: 13-16). The scanning
schema is presented as three separate circles which contain elements whose congruency is
necessary to ensure effectiveness and competitiveness. The purpose, or mission,
describes the organization's role as prescribed by the Government. The external
environment element 'provides validation and authority for the organization' (Centrelink,
1998b: 15) by defining key stakeholder needs and expectations, and potential business
and competitors in terms of local, national or global markets. The third circle contains
internal capabilities and competencies to deliver services, and includes factors such as
staff skills, business development capacity, communications and technology. It also
includes 'costing and pricing structures and the ability to manage contracts and projects'
(Centrelink, 1998e: 3).

Environmental scanning uses a range of techniques and tools including customer
consultation and data gathering from Value Creation Workshops, economic and fiscal
trend analysis, market and business analysis, outlook reporting, gap analysis, scenario
planning and macro mapping. ( Centrelink, 1998b: 15-16; Centrelink, 1998e: 4).

While Centrelink has already adopted several private sector concepts it is seeking more
commercial planning methodologies and techniques to uncover, formulate, analyze and
choose options to meet its strategic objectives. Planning staff have compiled Strategic
Outlook reports (Centrelink 1998a, 1998c) containing key environmental trends of
economic and fiscal outlook, customer numbers and demographics; additionally, they
have related these trends to agency performance trends against corporate goals. One of
the next main projects is to conduct even more extensive trend and market analysis after
defining the organization's place in an industry structure. SWOT analysis is envisaged to
look at both external and internal environments and make the appropriate linkages and
conclusions before formulating strategies. The external scan would identify industry traits
and trends affecting the future of the industry. Next, planners would analyze the industry
structure and market, leading to further analysis of strategic groups, competitors and
customers. On the internal scan, Centrelink strategists intend to analyze current strategy,
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examine strengths and weaknesses, investigate cost competitiveness, evaluate
Centrelink's competitive position and discuss strategic issues (Centrelink, 1998£).
Applying the Hax Model to Centrelink Planning

In this atmosphere, it is useful to subject the Centrelink organization to full scale strategic
corporate planning of a commercial model. The objectives are to compare the results
against current strategies envisaged by the agency and to assess if the private sector
planning processes contribute to a better understanding of future strategic management.

The Hax model (EDS, 1994) enables strategic planners to define the timing and units of
analysis before conducting an external environmental scan to extract opportunities and
threats and an internal scrutiny to obtain corporate strengths and weaknesses. This
information is then cross-matched to formulate corporate strategic thrusts. Each strategic
thrust is assigned business outcomes and key indicators for management control.
Milestone achievement dates and additional actions required to support and further
progress are also identified. The Hax model output enables planners to specify detailed
complementary activities stemming from these thrusts and to recognize the impact of
strengths, weaknesses, opportunities and threats on each major strategy to assist priorities
and resource allocation. This cross-matching allows planners to propose financial and
non-financial performance indicators for the agency over the planning period.

The Hax process provides a significant amount of detail for planners and strategists who
must be able to comprehend the meaning and relevance for the organization, as many
interpretations are possible. The results of applying of the Hax model to Centrelink are
shown at Annex B.

The study shows that in the most likely scenario over the period 1998-2003 the
organization is likely to face 26 key opportunities and 19 key threats from the external
environment. The internal scrutiny indicates 15 strengths and 8 weaknesses of the
organization over the same period. Combining these findings as part of the strategy
formulation process indicates that Centrelink needs to concentrate on 9 strategic thrusts
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over the next five years within the context of the published goals for the organization.
These thrusts involve:

•

focusing on partnerships

•

expanding services

•

undertaking technological research and development

•

developing staff

•

developing quality customer services

•

increasing customer numbers

•

marketing Centrelink services

•

maintaining business viability

•

improving organization design

Despite the high priority that each of these strategic issues commands, and the even
handed approach of the Balanced Scorecard (Centrelink, 1998b: 21), the most important
issue is for Centrelink to operate as a competitive and sustainable enterprise. It will be
essential that the organization employs sound economic principles and provides the
highest return on public investment. This conclusion of the Hax process equates to
Centrelink's cost reduction goal which is driven by the need to reduce running costs and
improve service operations while returning Efficiency Dividends to Government.

Both planning processes recognize the need to set competitive prices and to improve the
financial and resource management frameworks to attain best practice operating levels.
Also, both approaches accept the need to manage outsourcing of non-core services.
While Centrelink seems to be concentrating on strategic alliances and partnerships, the
Hax model considers that market participation and penetration should be more aggressive
with acquisitions and joint ventures. However, the real test for the agency will be to
reduce overheads while retaining price levels that maintain business viability. The current
agreement with DFaCS (BPA, 1998) is that any cost savings resulting from joint efforts to
restructure or reengineer service processes or systems will be shared. On the other hand,
any benefit realization arising from internal improvement projects conducted and funded
by Centrelink will be absorbed by the agency.
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The revised cost structures should, eventually, be reflected in the Centrelink outputs
statement and in the BPA schedules with purchaser departments. The single output
statement contained in the 1999-2000 - 'efficient delivery of Commonwealth services to
eligible customers' (PABS, 1999) - is the essence of brevity and a very legalistic
expression of the outputs of the organization. However, it apparently meets the minimum
requirements of Government and it could be argued that the minimalist form protects the
business status of the agency.

As noted earlier, Centrelink has already undertaken considerable work in establishing its
strategic frameworks by linking its vision with customer-driven purposes for its
operations. This has led to a corporate sense of business logic with very clear overtones
of commercial interest in agency growth and profit to include such notions as price
differentiation, market share calculation and the creation of market demand to
organization services. (Centrelink, 1998a; Centrelink, 1998c). This approach has
obviously influenced the resultant corporate goals, national themes and area-based
themes.

It is, therefore, not surprising that the strategic thrusts identified by the Hax model are
similar to, or at least compatible with, the strategies outlined for goals in the 1998-2003
Strategic Framework. Centrelink has consolidated its goal structure and derived its
strategies using a 'vision for success' approach (Bryson, 1996) by identifying future
achievements over the planning period. The Hax model uses a similar gap analysis
technique to identify existing and desired goals and performance levels, and then proposes
ways of changing the status quo over time.

The Value Chain Analysis included in the Hax process indicates that Centrelink's current
strategies are consistent with a generic, cost focus strategy. The organization is operating
in a narrow market at this stage but may need to consider a differentiation strategy in the
future if it expands its products and services and broadens its markets. Indeed, the
extended industry analysis proposed by agency planners may find that the business will
need to move from consolidation and growth to seek greater returns and even profit. At
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the moment, it needs substantial investments to improve its products and services, and it
relies on its client departments and Government for borrowings to fund investment
projects. In the near future, contestability may force the Centrelink Board to refocus on
the short to medium term and pursue greater automation or self-service for customers to
reduce costs and increase margins. Prices for specialized services may need to be higher
than the industry average to ensure profitability.

While the Hax analysis incorporates the Value Chain Analysis and many of the other
private sector planning tools and techniques suggested for public organizations in Chapter
5, Centrelink is already employing these same mechanisms in its planning processes. The
Delphi approach is used as pait of the 'Guiding Coalition' process whereby all the SES
members of National Administration and the Areas meet regularly to evaluate
management and operational strategies for the organization. Delphi is also used in an
electronic form to collect staff and customer comments and suggestions as part of its
Value Creation Workshops held throughout the network. MBa is being used to assist
implementation of action plans through SES and Senior Officer workplace agreements.
Finally, Competitive Analysis and SWOT analyses are employed by the executive and the
strategic team as part of their environmental scanning processes.

A comparison of the Hax planning steps and Centrelink's planning processes is shown in
Table 8.3.

Hax Planning Steps
Central Focus of Corporate Strategy
Definition of the Unit of Analysis
Definition of Time Frame

Hax Planning Steps
Environmental Scan
Geographic Segmentation
Identification of Economic Factors
Analysis of Economic Factors
Identification of Primary Industries
Identification of Primary Industry Factors
Analysis of Primary Industries
Identification of Basic External Factors

Centrelink Planning
Annual Budget
5 year Strategic Framework
3 year Forward Estimates and BPAs

Centrelink Planning
Environment and Business Scan
Economic and fiscal outlook
Customer segments and numbers
Competitive environment
Community trends
Service delivery trends
Government influences - policy directions,
Budget, Public Sector reform
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Broad Assessment of Basic External Factors
Definition of the Optimistic Scenario
Definition of the Pessimistic Scenario
Summary of Opportunities and Threats

Internal Scrutiny
*Mission of the Agency
Existing Product Scope
Existing Market Scope
Existing Geographic Scope
Existing Unique Competencies
Existing and New Product Scope
Existing and New Product Scope and Product
Scope Priority Assessment
Existing and New Geographic Scope
Existing and New Geographic Scope and
Geographic Scope Priority and Geographic
Scope Priority Assessment
Existing and New Unique Competencies
Existing and New Unique Competencies and
Unique Competencies Priority Assessment
*Challenges Emerging from Changes in the
Mission of the Agency
Challenges from Changes in Product Scope
Challenges from Changes in Market Scope
Challenges from Changes in Geographic
Scope
Challenges from Changes in Unique
Competencies
Statement of the Mission of the Agency
* Business Segmentation
Existing SBUs
Existing and New SBUs
*Horizontal Strategy and Vertical Integration
Identification of Sources of Interrelationships
Horizontal Strategy and Vertical Integration
Assessment
Challenges form Changes in Horizontal
Strategy and Vertical Integration
* Corporate Philosophy
Existing Relationship with Stakeholders
Desired Relationship with Stakeholders
Existing Corporate Objectiyes
Desired Corporate Objectives
Existing Corporate Policies
Desired Corporate Policies
Existing Corporate Values
Desired Corporate Values
Challenges from Changes in Corporate
Philosophy
*Summary of Strengths and Weaknesses
Summary of Current Corporate Strengths
Summary of Current Corporate Weaknesses

Labour market
Technology trends

Internal Scannina
Agency mission
Business mix

Staff skills, demographics and feedback
Business development
Distribution systems, privacy and
confidentiality
Operational management

Customer charter
Learning organization

Cost structures
Business environment

Customer segments

Vision
Stakeholder relationships
Business outcomes

Shared behaviours
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Formulation of Corporate Strategy
Definition of Corporate Strategic Thrusts
Identification of Responding Organizational Unit
Managers
Identification of Organizational Unit Manager
Responsibilities
*Linkages of Strategic Thrusts to Challenges
Linkages of Strategic Thrusts to Opportunities
Linkages of Strategic Thrusts to Threats
Linkages of Strategic Thrusts to Product Scope
Challenges
Linkages of Strategic Thrusts to Market Scope
Challenges
Linkages of Strategic Thrusts to Geographic Scope
Challenges
Linkages of Strategic Thrusts to Unique
Competencies Challenges
Linkages of Strategic Thrusts to New SBUs
Linkages of Strategic Thrusts to Horizontal
Strategy and Vertical Integration Challenges
Linkages of Strategic Thrusts to Corporate
Philosophy Challenges
Linkages of Strategic Thrusts to Strengths
Linkages of Strategic Thrusts to Weaknesses
*Specification of Corporate Strategic Thrusts
Programs Responding to the Strategic Thrusts
Identification of Financial Performance Indicators
Critical Corporate Performance Objectives:
Financial
Identification of Non-Financial Performance
Indicators
Critical Corporate Performance Objectives: NonFinancial

Corporate goals and strategies

Business strategies
Financial KPIs
Balanced Scorecard KPIs

Balanced Scorecard KPIs

Table 8.3 Comparison of Hax and Centrelink Planning Processes

The Hax model does not require every element to be completed as many issues may not
apply to the circumstances or environment of the organization. Table 8.3 shows a
comparison of Centrelink planning processes and outcomes (extracted from published
material) against the full process listing of the Hax model. The apparent gaps in
Centrelink entries in the table relate to non-applicable forecast/scenario states in the
environmental scan. The table and the previous discussion indicate that Centrelink is
already using numerous private sector planning techniques and tools to determine its
future, based on comprehensive and effective environmental scanning. However, the
disciplined and highly structured approach of the Hax analysis would provide even more
valuable and detailed information on areas for further study affecting the agency's
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development and performance. Indeed, it would be an important study to use the Hax
model on other large APS agencies to gauge the usefulness of results against current
planning efforts.
Centrelink Strategic Management Practices: Stage Three - Strategic Planning

Having evaluated Centrelink's strategic framework and strategies against the strategic
planning processes of the Hax model it is useful to compare Centrelink against Stages
Three and Four of the APS Strategic Management model developed in Chapter 3. For
reference purposes, Figure 8.1. repeats the original diagram of all stages of the APS
model shown in Chapter 3.

Stage Three of the APS model concentrates, inter alia, on improving the dynamic,
strategic planning processes of the organization and stresses externally-oriented planning
to increase organizational responsiveness to markets and competition. Centrelink
planning compares favourably with the component elements of this stage as shown in the
following paragraphs:
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I Planning Processes I

~

-Strategic thinking,
planning & reporting
-Learning

-Strategy constrained by
Budget Programs
-Environmental scan:
stressing quantitative
aspects

Planning
Effectiveness

-Longer Budget
planning horizon -3yr
Forward Estimates

-Planned & emergent
strategy
-Stress on targeted
outcomes and outputs
by Programs
-Reporting against
standards

-Operations MIS

-Environmental scan:
qualitative &
quantitative issues

-Control z accountability
mix

-Planning scope 5
years plus

-More external focus 
still short term reactive/
responsive

-Enhanced Operations
MIS & Business IS

-Emergent strategy
-Short term! reactive

response
-Operations
-Control dominant
-Annual Budget 
line items 
incremental

-Devolution of decision
making - central control
retained for reporting

-Inputs focus

-Recognition of outputs
/results vice inputs

-Hierarchical
structures

-Portfolio/divisional
structures

-Planning hierarchy:
strategic, corporate
(program plans)
operational (business /
work plans)
-Portfolio/ divisional
structures plus
contracted services

-Path dependencies
-Complementary assets
-Complementary
technologies
-Transaction costs
-Strategic HRM
-Network or virtual
structures
-Extensive project
management

Retained elements
of Basic Financial
Planning,
Corporate Planning
and
Strategic planning

Stage 1

Stage 2

Stage 3

Stage 4

Basic Financial
Planning

Corporate
Planning

Strategic
Planning

Strategic
Management

Figure 8.1 Evolution of Strategic Management in the APS (Repeated Figure 3.4)

Planned and Emergent Strategies. Centrelink has developed a comprehensive set of

planned strategies contained in its framework documents for the years 1998-2003. It has
also demonstrated a ready acceptance of emergent strategies in terms of adjustments to
BPAs and Budget planning with client departments as a provider agency. The
organization brings with it some historical baggage and a mixed reputation as an amalgam
of DSS and DEETYA service networks but the agency is seeking to make meaningful the
new identity with improvements in service to overcome any residual reservations. The
agency's IT strategies constitute a key element in this regard (Vardon, 1998a). The use of
extensive community consultation should also contribute to strategy development.
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Outcomes and Outputs. Centrelink has published explicit and operationally achievable
outcome and output statements in its Budget papers in accordance with Government
accrual budgeting requirements. Detailed outputs and performance indicators for client
programs are prepared in consultation with clients and contained in BPA schedules. The
agency has also identified six corporate goals with accompanying outcomes, drivers and
scheduled activities. This structure enables more targeted resource allocation against set
objectives.

Reporting against Standards. Detailed performance standards for service quality and
delivery are contained in BPAs regarding customer segment products and services.
Reports on customer transactions and quality indicators are now prepared regularly for
clients in accrual format to match budgeted output goal statements. Centrelink also
reports on internal performance at local and national levels. CSIPs reflect corporate goals
at regional level and reports are collated at Area level to monitor progress. The KPIs in
the Balanced Scorecard reflect national performance objectives and progress reports are
prepared for the Board each month. The Balanced Scorecard mirror corporate goals of
customer and community involvement and satisfaction, staff, partnerships and client
departments, efficiency dividend to government, and innovative and personalized
solutions. Collectively, the scorecard indicates achievement against a separate goal
entitled' benchmarked as best practice and first choice' (Centrelink, 1998b: 21).
Balanced Scorecard results are available to all staff on the agency's intranet.

Environmental Scanning. Centrelink has benefited from its enhanced scanning
experience in DSS and DEETYA and has moved relatively smoothly into the
purchaser/provider environment. It has expanded the scope of external and internal
scanning and introduced business scanning techniques to conduct effective SWOT
analyses (Hax and Majluf, 1996). The agency's planning and reporting documents
indicate extensive qualitative and quantitative reviews of external and internal
environments. Moreover, planners intend to expand scanning activities to produce more
detailed forecasting/SWOT analysis and to identify more explicitly strategic choices and
market opportunities.
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Planning Horizon and Hierarchy. The Centrelink Strategic Framework covers a 5 year

period to 2003 but planners are considering a 3-year version due to increasing
environmental uncertainties. Other planning outputs are based on 3-year Budget Forward
Estimates and BPAs. Business Plans and CSIPs are used for local planning and reporting
and are revised every 12 months. Operating budgets are usually planned for 12 months in
accordance with the Commonwealth Budget cycle. Planning formats and cycles are
arranged effectively into corporate, business and functional levels.

Enhanced Information Systems. Centrelink has highly capable and modem management

information systems for finance and HRM. The agency also has the largest mainframe
computer and associated network in the Southern Hemisphere for managing customer
entitlements and payments. Management information is drawn from all systems to
provide performance reporting for external clients and internal monitoring and control.

Portfolio Structures. Centrelink has clear and legislated responsibilities as an agency

within the Family and Community Services portfolio. Internally, products and services
are grouped into outcome-based customer segments which match client outcome required
categories. In tum, customer segments are aligned within the service delivery network to
facilitate customer service. Support services, both in-house and contracted, assist the
operations of the customer segments.

Overall, Centrelink carries out proactive planning which incorporates basic financial
planning and corporate planning, stages One and Two respectively of the APS planning
model. The foregoing comparison against the model's criteria shows that the agency has
progressed to Stage Three - Strategic Planning. The Centrelink Board and executive have
determined corporate direction within the legislative mandate and communicated their
longer term intentions to the rest of the organization. The agency has developed rapidly
since its establishment in 1997 and it is aiming to consolidate its planning processes with
better understanding of the workings of the purchaser/provider environment and it has a
growing list of clients. It will need to plan carefully for continued business growth within
the constraints of the efficiency dividend regime imposed by Government and the
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challenges of contestability and market testing. Performing these tasks effectively and
efficiently will be a key test of 'success' in Stage Four of the model.

Moving to Stage Four: Centrelink Strategic Management
The final stage in the APS model, Strategic Management, enables organizations to obtain
competitive advantage through an enhanced Stage Three strategic planning framework
adding entrepreneurial planning processes within a presumed supportive system of
corporate values. Stage Four also represents a reversion to earlier planning practices (see
Chapter 5) which conducted the SWOT analysis before developing strategic goals or
thrusts for the organization. The new level of strategic management is achieved
effectively by combining the thinking and planning elements of Hax and Majluf and
Porter, and Teece et al's dynamics capabilities model. An assessment of the extent to
which Centrelink has progressed against Stage Four criteria is shown in the following
sections.

Strategic Thinking, Planning and Reporting. Centrelink has identified and encouraged

strategic thinking, planning and reporting at all levels of the organization. The
organization sees strategic thinking as an essential process in researching and analyzing
business issues. It has communicated the new values and corporate goals to staff and is in
the process of reinventing itself as a more 'entrepreneurial' business-like entity. The
agency uses its strategic framework to inform all of its stakeholders of its business
outcomes and targets for the near and longer term. It has sought feedback from staff,
clients and customers in an effort to improve processes and services. Reporting has
proved to be burdensome at times but the organization is adjusting to the realities of
contractual arrangements.

Learning. Centrelink does not have a specific goal for learning but it is included as part

of the 'people' corporate goal and its developing feedback loops for personal and IT
development. The organization relies on information from internal and external sources
to confirm its directions and ideas. Learning about other 'model' approaches has helped
the agency modify its thinking, operations, mores and relationships. Advances in
technology in particular have enabled Centrelink planners to gather and use the ideas of
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its customers and staff to become more innovative. Technology has also helped to
communicate and implement change programs and to enhance cultural change. The
agency has undertaken research into service costs and process reengineering to improve
operational efficiencies and to reduce cycle times. These processes are supported by trial
and error projects funded internally. The agency is seeking constantly to find relevant
benchmark models in the commercial world against which to measure its performance.
Overall, the organization encourages innovation for both internal improvements and to
consolidate and expand its business range of provider services.

Path Dependencies. Centrelink has acknowledged its historical origins in DSS and
DEETYA and the operational cultures of those organizations. It has embarked on a
comprehensive, incremental program of transition toward the national structure for
operating a one stop shop, local-level organization. At the same time, it has had to
maintain existing services, merge diverse cultures, begin working with a Board of
Directors, become competitive, introduce new service delivery methods, develop risk
management processes and move away from traditional bureaucratic frameworks (Zanetti,
1998: 4). The danger in changing so many parameters simultaneously may reduce the
agency's ability to 'conduct meaningful natural quasi experiments is attenuated' (Teece et
al, 1990: 22). Centrelink will need to continue to manage its main priorities closely to
overcome these challenges but it seems that the organization is managing to achieve these
ambitious goals to date.

Complementary Assets. Centrelink also inherited a wide range of products and services

and these have been incorporated into BPAs with existing client departments. These
assets comprise the policies, products, delivery mechanisms, staff capabilities and
business knowledge. The agency is using these assets as the basis of their operations and
is seeking ways to improve or expand them while adding other products and business to
its sales inventory.

Technological Opportunities. Centrelink relies heavily on technological support to
develop and deliver its social service-related products. The organization has developed an
extensive information and information technology (I&IT) network and it is hoping to
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expand electronic service delivery to customers based on business drivers identified by its
customer segments. Centrelink is investing heavily in I & IT projects to improve its
competitive position and to offset staffing reductions. At the same time, the agency is
required to perform demanding market testing activities imposed by government and is
facing the possible outsourcing of it considerable I & IT infrastructure to the private
sector. While this approach may reap some initial savings it may prove costly in the
longer term with the loss of corporate expertise and additional layers of complexity in
purchaser/provider arrangements.

Transaction Costs. Centrelink is evaluating its capabilities in the face of contestability
against private sector and other public sector competitors. It has rationalized or
consolidated some of its support services and it is looking to contract out other services.
New systems' capabilities are being constructed using contractors and consultants to
advise and assist Centrelink core staff. In some ways these new systems will build a set
of unique capabilities within the organization and will require internal as well as external
investment. This approach is in line with Teece et al (1990) and the tenets of
Williamson's (1985) transaction-costs economics. The development of electronic service
delivery systems represent transaction-specific assets as the skills have 'accumulated in a
path-dependent and firm-specific manner' (Teece et al 1990: 25). This transaction-cost
approach is now receiving belated attention from public policy analysts (Globerman and
Vining, 1996)

Strategic HRM. Centrelink is marketing itself as a high performing service organization
with satisfied and well-led staff. It has a distinctive strategic HRM program with
strategies based on the service ethic and dedication to meeting corporate goals. The
'people' strategy includes performance and learning frameworks which pay close
attention to organizational Occupational Health and Safety issues. It also has planned
activities to reengineer work processes to enhance staff satisfaction levels and to provide
more effective support networks for staff. In its first year, Centrelink negotiated a
Workplace Agreement with staff incorporating pay rises for productivity improvements
and also conducted staff satisfaction surveys. (Centrelink, 1998b: 26).
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Network or Virtual Structures. Centrelink has restructured the organization away from

traditional hierarchical public service divisional and branch structures. The redesigned
agency has flatter overall structures and has removed numerous levels of operational
reporting. The organization has adopted a team structure particularly in National
Administration where customer segment teams are the main contact for 'liaison and
consultation' with client departments and peak customer representative bodies (Zanetti,
1998: 5-6). The organization has formed specific project teams using staff from the
network and National Administration to manage the development and implementation of
business and process improvement initiatives. This 'virtual team' approach is being used
increasingly. Elements of devolution are being transferred toward the network of national
'one stop shop' units seeking to serve regional and area locations. Again, the IT
framework is using both terrestrial and satellite information and feedback loops within
this networking system.

Extensive Project Management. The agency is building a project management framework

and associated project training program for large National Administration projects.
Centrelink is also adopting formal project management for Budget initiatives as well as
ongoing maintenance (or core) programs. The project management framework is
intended to tailor private sector techniques to Centrelink requirements and is proving to
be successful in budgeting and monitoring project expenditure and assessing progress
against milestones. An executive level committee scrutinizes all new project proposals
and sets priorities and budgets for approved projects.
Summary

Stage Four of the APS Strategic Management Model is a combination of the Gluck,
Kaufman and Walleck (1980) planning relationships model and the Strategic
Management paradigms of Teece, Pisano and Shuen (1990) within the operational context
of the reformed APS. The foregoing analysis has indicated that Centrelink is advancing
beyond Stage Three when related conceptually and operationally against the Stage Four
criteria shown above. The organization has satisfied many of these requirements of
strategic management. That is not to say that Centrelink represents yet the paragon of
strategic management for the APS as the organization is facing some unique pressures in
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establishing itself as a new style executive agency of Government. However, its
experience in adopting innovative planning and management techniques from the private
sector could provide valuable lessons for other APS bodies, and for public provider
agencies in particular.

Finally, this chapter has reviewed the establishment, structure and operations of
Centrelink and its planned strategic framework for the next five years. The Hax planning
application has been added to the above models and used to examine Centrelink
environmental pressures and to determine likely strategic thrusts for the organization for
comparison with current agency strategies - see Annex B. An assessment of Centrelink's
progress against Stages Three and Four of the APS Strategic Management model is now
concluded.

The next chapter consolidates the findings and conclusions about public sector planning
and management for APS agencies.
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Chapter 9 Conclusions And Implications
Introduction
This thesis has examined the general problem of reforming the Australian Public Service
by moving toward a more structured form of strategic public management in the wake of
substantial strategic and operational changes of the public sector over the last 20 years. In
particular, the study has examined the implications of using private sector planning
techniques to enhance public planning as part of the drive to more 'entrepreneurial'
strategic management practices.

The major proposition of the study is that commercial planning methodologies can be
applied to public sector operations to improve the effectiveness and efficiency of agency
planning and management. While this proposed approach can provide some benefit to all
public bodies, it is suggested that it might be highly beneficial to provider agencies
operating within a purchaser/provider arrangement to deliver high quality Government
services to the public. Centrelink has been the case-study vehicle to support this
contention.

The thesis has tested this proposition by first examining the background of public sector
reforms since the early 1980s and the concomitant introduction of managerial and market
based programs in the Anglo-American public sectors. This review was followed by a
critical scrutiny of the rise of strategic planning and management practices in the private
sector and the conceivable application of those practices to public organizations.
Consequently, an organizational design model of strategic management has been devised
for the APS, tracing the evolutionary lifecycle of public management paradigms from
accounting-based financial planning through corporate and strategic planning stages to
more comprehensive strategic management. This model has been used to assess the
effectiveness of corporate and strategic planning of a large number of APS and other
public agencies by reviewing their published plans over the early to mid 1990s (as shown
in Annex A).
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The analysis showed that while APS organizations had commonly advanced to the
strategic planning level, they would need to improve the process and content of their
strategic and operational planning capabilities and consolidate their positions before
transitioning to fully-fledged strategic management practices. The study then canvassed a
range of planning models and private sector planning techniques which might be suitable
and appropriate for improving public planning. It was found that commercial
methodologies could be applied usefully by agency planners to enrich the scope, detail
and strategies of outcome and output planning, particularly in the light of the recent
introduction of accrual budgeting to the APS. Purchaser/provider arrangements could be
enhanced as contractual 'partners' use such a strategic management framework more
explicitly.

Next, the thesis conducted case studies of two major APS agencies to analyze the
effectiveness of organizational planning for each body using the criteria of the
evolutionary strategic management model derived earlier. First, a study was conducted of
the development of strategic planning in the Department of Social Security from 1990
1997 before the establishment of Centrelink in 1997. This study found that DSS had
moved positively from corporate to strategic planning practices but that it had not
progressed fully to the strategic management stage. Using this study as a baseline, the
new Centrelink strategic framework and its impact were examined in detail from the
inception of the organization in 1997 to the present planning period of 1998-2003.

The contractual nature of the purchaser/provider arrangements between Centrelink and its
client departments and the continuing efficiency dividend imposed by Government were
found to be the major drivers of effectiveness and efficiency for the new agency. It was
determined that these and other forces had required Centrelink to adopt, rapidly, a more
business-like planning approach to enable the organization to establish, consolidate and
improve its competitive position as a service provider. A commercial strategic planning
model was then used to evaluate the changing Centrelink environment and to determine
possible corporate strategies for the organization over the next five years. These
strategies were then compared with the outcomes of the framework model employed by
Centrelink to discover areas of similarity and difference. There was noticeable and
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considerable agreement between the two sets of planning outcomes. Finally, the criteria of
the APS model were applied to assess Centrelink's effectiveness as a strategically
managed organization. This comparison indicated that Centrelink had adopted strategic
management philosophies and practices increasingly and that the organization was well
placed to improve its strategic position by adopting even more commercial planning
methodologies in the near future. It was observed that the localized, one-stop shop
network using enhanced IT capabilities was being implemented as an organizational
learning process. Overall, the study found that Centrelink's experience could provide
valuable lessons in planning and management for other APS agencies.
Discussion
The study has shown that the APS has been slow to change its management ideals and
cultures despite the barrage of public sector reforms introduced by both Labor and
Coalition governments since the early 1980s. The introduction ofFMIP and PMB change
processes and programs sought to inspire public servants with more 'rational' corporate
management approaches to the business of government in defining, costing and
implementing public policy outcomes and outputs. The political rhetoric behind the
public management credo was to 'manage for results' and 'do more with less' using the
private sector as an exemplar for public managers. However, it seems that mere
exhortation to change without accompanying incentives or sanctions has not provided
sufficient impetus to move away, radically, from long and well-established public sector
paradigms. The findings of the 1992 MAB report on, inter alia, planning and reporting
and the review of agency corporate plans of the 1990s in this study show a reluctant, and
at times incomplete, adoption of strategic planning in the APS (MAB, 1992).

This situation was changed somewhat when, as noted by Halligan (1998), the incoming
Howard Government in 1996 decided to supplement public managerial 'process' reforms
with more direct market pressures which not only influenced the effectiveness and
efficiency of agencies but actually threatened their traditional functions and roles. The
introduction of contestability and performance improvement programs has forced
agencies to reassess their fundamental mission, values, functions and actual performance
against Government policy requirements. Overlaying these 'marketizing' reforms were
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the financial management changes requiring the accrual budgeting of outputs/outcomes as
the basis for Government funding. Hence, agencies were, effectively, being coerced into
more extensive strategic planning to develop outputs (and output costs) to contribute to
agreed outcomes in order to obtain operating revenue. To facilitate compliance with both
mandated and declaratory performance management requirements, agencies may need to
acquire even more relevant planning techniques and tools to enhance their strategic
planning operations and to manage strategy implementation and evaluation of results
against objectives.

The ultimate move towards strategic management processes could well be accelerated by
the awareness of the organizational benefits stemming from enhanced control and
administration of the agency's public management cycle. The better prepared the agency
is for future external opportunities and threats, and the more managers are aware of
internal strengths and weaknesses, the more the agency can be confident that is has sought
to reduce potential surprises by evaluating its strategic options and considering
contingencies for the future. Similarly, agencies are likely to respond more quickly and
effectively to crises if they integrate strategy formulation and implementation feedback as
part of their management activities (Viljoen, 1994; Bryson, 1995). Moreover, better
informed managers will retain greater flexibility of action to be both proactive or reactive
as the situation demands.

The purchaser/provider arrangements for government service delivery have highlighted
the essentiality of enhanced, comprehensive planning for both parties. The contractual
essence of specific performance means that purchasers will be seeking the lowest outlays
for maximum return on outcome, while providers will aim to maximize their output
returns in a price competitive market. Both parties will need to plan more strategically to
define external and internal environmental forces and influences before selecting
strategies to facilitate the achievements of individual outcomes and outputs. This
proposition has informed most of Harvard's modelling since the mid-1960s (Smalter and
Ruggles, 1966). The more recent and formal setting of business partnership agreements
enables both organizations to define clear results and performance standards as well as
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agreed prices for services rendered. These processes are increasingly being implemented
for Centrelink and its client departments.

The case studies of DSS and Centrelink show the demands and impacts of public sector
reforms from the early 1990s. DSS was one of the largest government departments and it
entered into strategic planning in 1990 in response to the corporate management
initiatives of FMIP. After developing a detailed plan, it attempted to implement its
planned corporate activities throughout its extensive policy and service delivery network.
However, it transpired that responses to more urgent operational demands detracted from
early strategic planning directions and objectives. The organization acknowledged this
shortcoming and instituted several review cycles to improve business level planning to, in
tum, improve implementation efforts. The DSS strategic plan was revised in 1995 and
highlighted the need to integrate business planning more effectively within the planning
process. Nevertheless, DSS progressed through the corporate to the strategic planning
stage of the planning process lifecycle and provided a solid planning base and culture for
the new Commonwealth Service Delivery Agency.

Centrelink was created in 1997 as the first in a new breed of executive agencies, building
on previous managerial reforms but also as an active exponent and provider of market
related services practising economic rationalist planning and delivery. It was given a
clear mandate by Government as the preferred service delivery agency for government
services but was subject to stringent financial conditions governing its consolidation and
growth. The agency adopted business-like practices early in its growth phase and has
produced a five year strategic framework covering its directions and plans. Centrelink
employed commercial planning techniques and concepts to develop strategic goals,
objectives and implementation strategies as the basis for entering business partnership
agreements with its client departments. The application of the Hax strategic planning
model to Centrelink revealed strategic outlooks and options that were similar in scope to
those produced by the agency's own planning. It is possible that the 1998-2003 strategic
framework could mark the start of the first full scale strategic management system in the
APS.
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Conclusions about Research Questions
The study shows that public agencies are, by political fiat and intent, moving sometimes
erratically towards private business-driven practices. While FMIP and PMB introduced
formal corporate management to the APS, the actual introduction of agencies,
contestability and financial reforms have accelerated the use of strategic management
practices in public sector organizations. Critics of public sector reforms up to 1998 were
accurate in their assertions that managerialist methodologies had not produced the degree
of intended change or performance improvement (Stewart, 1995; Johnston, 1998).
However, the more recent reforms have provided 'hip pocket' and survival incentives in
an increasingly competitive environment. The focus is now on tightening the
strategy/implementation nexus to retain competitive advantage in a public policy industry
(Porter, 1980; Viljoen, 1994; Stewart, 1995; Hax and Majluf, 1996; Boxall, 1997).

In this context, the application of advanced strategic planning methodologies and

techniques support the strategic imperatives of survival and growth (Greer and Hoggett,
1999) for government bodies: the priorities are even higher for public provider agencies.
These more commercial philosophies and practices accord with government dictates and,
in the case of Centrelink, have been shown to enhance planning and management
effectiveness and efficiency. Doubtless, purchaser departments and agencies could
benefit as well.

Implication for Theory
Strategic management is the product of normative thought in both private and public
guises with common goals of improving survival and success of the enterprise (Teece et
al, 1997). As shown in Chapter 3, formal strategic management modelling and paradigms
developed in the private sector (Gluck et al, 1980; Teece et al, 1990; Hax and Majluf,
1996) have been able to be applied to show a similar pattern for the APS. In this model,
the application of a 'dynamics' capabilities' approach to advanced planning enables
public organizations to maximize planning effectiveness and adjust to ever greater
environmental turbulence within the aegis of public management and performance
improvement cycles.
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In particular, as shown in Table 3.7, there are clear advantages for organizations

progressing to strategic management and committing fully to each of the public
management phases of planning, budgeting, implementation and evaluation. However,
there are hurdles between each progressive stage which have contained public managers
until external motivations have generated conscious movement toward following stages.
It may be that, ultimately, strategic management philosophies will create greater
convergence between the management styles of both sectors and a greater interaction.
This is a topic for later researchers to study.
Implication for Policy and Practice
The rate of public reform seems to have stabilized for the moment but perhaps this is to
allow time for the results of previous and current changes to take effect. Certainly the
Coalition Government is maintaining its political stance on improving public agency
performance and reducing outlays on public service management. The implications for
agencies are to seek more relevant ways and means to meet their mandated functions and
to reduce overheads through benchmarking, purchaser/provider arrangements, partnering
and market testing as the basis for outsourcing non-core or inappropriate organizational
functions.

Moreover, public agencies will continue to face difficult decisions about organizational
design with flatter structures, reduced staffing levels and increased monitoring and
reporting requirements related to related contract management. Again, any revised
procedures or structures will need to be preceded by improved planning and management
methodologies to facilitate the transition to these altered states. This thesis represents an
early attempt to address these issues in an analytical manner.
Implications for Public Service Managers
In future, public sector managers will be tested in this emerging, contingent managerialist

and economic rationalist environment and may need to adopt personae of turnaround and
crisis-avoider strategists (Richardson, 1995) as well as market bureaucrats (Considine,
1996). Managers will need to balance strategic and operational priorities, and encourage
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organizational and management innovations (Dixon et al, 1998) to improve dynamic
capabilities and competencies. In particular, managers will need to foster individual and
collective learning (Teece et al, 1990, 1997) to ensure that the organizational culture is
fully supporting corporate objectives and programs. This should lead to improved
knowledge of internal strengths and weaknesses, a greater awareness of external
opportunities and enhanced capacity to deal effectively with outside threats. Managers
will also need to consider HRM policies and practices in a strategic context to effect
learning and increased organizational knowledge through training, education and
'unlearning' strategies. These tasks, at present, are not common place aspects of public
agency cultures and will need to be introduced and enhanced as the need arises.

Public managers should be well served by observing the dynamics capabilities model
components for strategic management as developed in this thesis, namely:

•
•
•
•
•
•
•
•
•

Strategic thinking, planning and reporting,
Learning
Path dependencies
Complementary assets
Technological opportunities
Transaction costs
Strategic HRM
Network or virtual structures
Extensive project management.

Further Research
The application of the Hax Corporate Strategic Planner on Centrelink has provided an
opportunity for an initial but comprehensive scrutiny of its operating environment and its
strategic choices. Even accepting the particular circumstances of that agency, it would be
useful to test the Hax application or a similar and relevant commercial model against
other APS institutions including GBEs, departments and central agencies. The aim of
such follow-on research would be to gauge any increase in planning effectiveness
resulting from a more detailed scrutiny of environmental factors and resultant strategies to
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improve organizational survival and success. This approach could also be used to
confirm the Centrelink benefits and contribute to generalizing the findings for positivist
research. The next stage might be to investigate business-level planning in public
agencies and to compare planning approaches with those of Strategic Business Units in
commercial organizations. Finally, within the planning context, the intense and extensive
impact of IT on public and private management will provide scholars with a rich and
complex set of variables to model, study and analyze.
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AnnexA

Selective Review Of APS Strategic/Corporate Plans

The following sections examine the processes and results of planning in National Library
of Australia, Australia Post, Defence Housing Authority, Australian Bureau of
Agricultural and Research Economics, Civil Aviation Authority, Australian War
Memorial, Health Insurance Commission and the Great Barrier Reef Marine Park
Authority.

National Library of Australia
The National Library of Australia (NLA) produced its first corporate plan in 1987 as an
amalgam of its six program plans combined with the library's corporate mission,
objectives and a description of strategies and initiatives for 1988. Another plan was
published in 1990 to build on the previous version using a top-down process after limited
consultation with the NLA's Council and after obtaining some staff input. The 1990
version contained a mission statement and statement of values, an environmental analysis,
a statement of the requirement for national information resources, a description of
principle for the planned initiatives, objectives and assorted strategies, a detailed analysis
of the Library's financial position, a proposal for a future planning cycle and planning
tools.
In early 1994, the NLA published a Strategic Plan 1993 - 98 (NLA, 1994) entitled
"Service to the Nation, Access to the Globe". This plan was prepared using a consultative
process with parallel brainstorming sessions by the Council and more thanl00 staff from
all levels to produce a draft for comment by public stakeholders. The plan placed a new
emphasis on the individual as the Library's client and acknowledged the technological
imperative in the operating environment. The major components covered in the five year
document included: a description of the Library's charter; the three key priorities that will
influence all decision making; a review of the environment; a listing of five strategic
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outcomes (similar to the 1990 set); nine objectives; 40 strategies to achieve these
outcomes; 34 initiatives and areas requiring resources and possible sources of revenue.
The NLA strategic plan topped a hierarchy of plans including highly detailed operational
(program-based) plans for program management and business plans for commercial
activities. Individual performance assessments and policy background documentation
relate and refer directly to this suite of plans.

One drawback of this and previous plans is the apparent lack of intent or means to
evaluate performance. Benchmarking is difficult when the organization's function is
unique in the nation and comparison with overseas counterparts is difficult. Internal audit
may assist the process of evaluation, however, until a more formal arrangement is
established. Still, a priority looking to 'promote community understanding of the Library
as a national cultural and information service' (NLA, 1994: 4) is difficult to quantify and
hence measure. It would require, at a minimum, a qualitative assessment to establish a
baseline of existing levels of understanding to gauge any improvement from any specific
changes made in accordance with the plan.

Because the NLA commenced strategic planning after a satisfactory Ministerial Review of
its activities in 1988, it was only expecting marginal gains from the planning process
rather than any dramatic changes or turnarounds. Moreover, the Library's Annual Reports
for 1992-93 and 1994-95 identified a number of initiatives that were underway or
accomplished. During discussions with NLA management in 1994 it was noted that about
75% of 1990 initiatives and about 50% of the 1993 initiatives respectively had been
achieved. Senior managers appear to have a strong commitment to planning, recognise its
value and prefer a pragmatic approach in looking to take advantage of emerging
opportunities. The planning process was enhanced by the involvement and direction of
the Deputy Director General who coordinated planning and budgeting for the
organization.

In summary, the NLA has developed a workable strategic plan for 1993-98 with clearly
defined mission, values, strategic objectives and a process champion. It completed a
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comprehensive environmental scan and internal analysis as the basis for program-driven
initiatives and strategies.

Australia Post
Australia Post was established as Government Business Enterprise (GBE) in 1989 and has
undertaken corporate planning along commercial lines since its inception. It is
constrained in its profit making efforts by Government requirements to provide
Community Service Obligation (CSO) or subsidized services of about $50m per year to
remote regions. On the other hand, the organization is unlikely to be privatized as private
operators would be reluctant to accept this level of commitment without Government
offsets.

Under Accountability and Ministerial Oversight Arrangements for Commonwealth GBEs
issued in June 1993, Australia Post is required to produce a corporate plan, covering a 3-5
year period, which is updated annually. The plan is to include objectives (including
financial targets agreed by the Minister), assumptions about the business environment,
business strategies, investment and financing programs, financial projections, dividend
policy, non-financial performance information, CSO details and costs, review of
performance against past plans and targets, analysis of critical factors affecting targets or
exposure to risk, pricing/service quality controls and major human relations and industrial
relations strategies. The GBE is required to report every six months on progress against
the plan or any changes to the plan.

The 1994-95/1996-97 Corporate Plan for Australia Post (Auspost, 1994) meets the GBE
guidelines and contains vision and mission statements, an examination of the likely
business environment for the next three years, corporate strategy and key business
strategies, an outline of human resource issues, supporting strategies for IT and property,
financial strategies, CSOs and joint ventures. Numerous business and work plans and
performance agreements complement the plan.

In response to pending changes in its operating environment, such as deregulation of

Australian postal services, developments in global communications and the
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environmental lobby on paper products, Australia Post has implemented a number of
strategies to maintain its competitive edge. It maintains a continuing, independent audit
of its postal delivery service to ensure compliance with standards; it is pursuing a product
diversification strategy to extend its business to air freight, express couriers, electronic
data dispatch and direct marketing; finally, it has developed franchised Post Shop outlets
(as replacements for Post Offices) which also provide banking services, bill "payment and
EFfPOS facilities. The 1994 Plan highlights increasing competition which it will meet
by increasing efficiency, network investment, enhancing customer focus, developing
innovative products and pursuing strategic alliances (Auspost, 1994: vi).

The organization seeks the active involvement of its staff in contributing to business
development through suggestions on customer service improvement and other
innovations. The extent of staff input to the corporate planning process is less clear.
Certainly, the organization has downsized, without major industrial reaction, but it has
improved its productivity greatly as a result. It would appear that staff accept their
situation and are able to influence the implementation of strategic directions formulated at
the top as well as feeding back issues to be considered in future planning exercises: this
seems to be a continuous process for Australia Post.

Indeed, DoF apparently considers Australia Post corporate planning processes to be a best
practice model for GBEs. The organization has produced improved results in returns to
Government and productivity improvements since it was established. In 1992-93 and
1993-94 it exceeded its targets in productivity growth, letter delivery reliability, profit,
return on assets and dividend.

In summary, Australia Post has adopted commercial corporate planning under strict
Government guidelines in its role as a GBE. It has succeeded in its operations to date in
maintaining its corporate viability and returning substantial dividends to Government.

Defence Housing Authority
The Defence Housing Authority (DHA) was established as a GBE in 1988 and structured
to be able to act commercially and borrow and trade in its housing stock. The
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organization's functions are constrained by the Defence Housing Authority Act 1987,
primarily to meet Defence operational needs. It manages about 23,000 dwellings
including houses leased to the private market. The DHA delivers its services through a
network of 20 highly autonomous and decentralized Housing Management Centres
around the nation with 250 of the Authority's staff located in these centres.

The organization has produced rolling three-year corporate plans (eg 1995-1996, 1994
1997, 1995-1998) and it is required to perform in accordance with Government policies as
well as commercial practices. The 1995-1998 Corporate Plan (DHA, 1995) is the eighth
plan produced by the organization. It is a 76 page document containing a Chairman's
Overview; Strategic Issues; Housing, Administrative and Financial Plans; and objectives,
strategies and performance indicators for Housing, Administration and Finance. The Plan
uses a 'goals approach' and obviously conforms to DOF GBE guidelines in its
presentation and obvious focus on financial issues.

The Corporate Plan is developed incrementally each year from previous efforts using
updated financial performance measures as the basis for future targets. The draft is
circulated to stake holders in government and the Department of Defence and to staff for
comment and the final version is issued in June of each year. DHA confirmed that there
is no recognised strategic planning model, commercial or otherwise, used to develop the
DHA plan. The plan has a clear mission statement, which captures the purpose and
priorities of the organization, but it does not have a vision statement as such. There is a
separate publication containing DHA staff values and a business code of ethics.

The Authority has identified three major external influences affecting its strategies and
operations: the Defence environment, the economic environment and the state of the
housing industry. Each set of strategies for Housing, Administration and Finance
contains details of past performance to provide a baseline for progress and achievement.
While consolidating on previous strategies to bring Defence Housing to community
standards, the Chairman is looking to obtain government agreement to 'appropriate
performance benchmarks, funding and other operating arrangements which give adequate
recognition to the nature of the business environment' (DHA, 1995: 7).
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The DHA internal scrutiny is covered in chapter 5 of the Plan and sets out strategies for
staff planning and practices, working conditions, performance management, staff
development and 'working together'. These sections also give information of past
performance in administration.

Overall, the DHA has a bounded mission and produces results which match expectations
driven mainly by financial considerations. The corporate plan reflects the objectives and
strategies needed to achieve results in a rational and comprehensive presentation. The
Authority operates as a commercial entity within the guise of a GBE and the corporate
plan provides a useful summary of progress as well as intended performance for the
future.

Australian Bureau of Agricultural and Resource Economics
The Australian Bureau of Agricultural and Resource Economics (ABARE) is the chief
research agency of the Department of Primary Industry and Energy. ABARE is
responsible for applied economic research and analysis of Australia's commodity
industries and for providing economic information to the Government, industry and the
community. The organization has 286 staff and running costs of about $19m. It has three
research groups covering agriculture and natural resources, economic policy analysis and
minerals and energy. There is also a small corporate group.

The ABARE Strategic Plan for 1992-95 (ABARE, 1992) contains a clear corporate goal
or mission, a vision, seven major objectives and 59 strategies. The three-year plan was
developed by the corporate relations group starting in March with an executive planning
conference followed by workshops. The final plan was issued in July. A separate
planning process is conducted, in parallel, annually with clients to produce a detailed
research program for ABARE. Stakeholder views for both plans were obtained from a
survey of ABARE delegates at an annual conference held every February. The strategic
plan and the research program are used to develop operational plans for the agency, to
market the organization's activities and to provide a source of information for both clients
and staff. The plan is seen as a means to build consensus and improved communications.
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In the strategic plan, ABARE have identified their main external influences as increasing
public expectation of performance, increasing competition for staff and service provision,
technological change and user charging. This last requirement means that an increasing
portion of the agency's revenue must come from clients; the percentage in 1992 was 20%
and has risen in recent years to 40% placing a real challenge on the marketing and
publishing sections of ABARE to increase their output. Other analyst organizations were
also entering the market (eg Access Economics) and threatening to deprive ABARE of its
monopoly position.

The internal scrutiny of ABARE identified organizational resources, current strategy and
performance as the major drivers along with a need to balance costs, time, and quality
issues. Combined with the external factors, ABARE identified five strategic issues to be
managed: responsiveness, personnel, timeliness, IT and planning. The resulting strategies
were then derived to implement these proposals although detailed workplans were not
part of the strategic plan.

A review of ABARE performance against the strategic plan shows that the agency has
achieved its mandate by enhancing Australia's marketing position, developing economic
policies, producing comprehensive economic forecasts and building economic databases.
ABARE is known as an innovative organization but it will need to improve further to
maintain its efficiency and effective market position in the future. It will also need to
translate its strategies into more cogent workplans and perhaps integrate its research
program into the strategic planning process. Finally it will need to produce more
quantifiable performance measures as part of the accrual budgeting arrangements.

Civil Aviation Authority
The Civil Aviation Authority (CAA) was established in 1990 as a GBE to be funded by
the aviation industry. The agency has had a chequered career in its transition from
government department to commercial entity with a drastic reduction in staffing,
deregulation of the airline industry and poor publicity on its re-equipment program and
safety record. Under section 44 of the Civil Aviation Act (1988), CAA is required to
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develop and submit corporate and financial plans of not less than three years to the
Minister.

The CAA 1993-1994 Corporate Plan (CAA, 1993) contains the organization's regulatory
regime and services, and is complemented by a Strategic Directions document which
highlights areas of strategic interest requiring special attention if the organization is to
retain its leadership in the Asia-Pacific region. The planning was an essentially top-down
process (coordinated by a corporate planning manager) which updated previous plans. No
formal planning model was used and the coordinator prepared a draft based on
suggestions for content from the Board and CEO. General managers then commented on
the draft over the next few months as part of an iterative process: there was little real
participation or ownership by staff.

The mission and objectives of the plan had been reviewed annually and strategies had
been devised to meet the new objectives. Previous corporate plans had not contained a
separate vision statement as the combination of the mission and objectives had provided
the vision. A vision statement was included in the Strategic Directions paper however.
Other elements of the plan have been amended to reflect existing and potential changes in
the political environment. Limited resources apparently prevented full stakeholder
assessment or SWOT analysis and the resultant performance indicators would seem to be
deficient even though several strategies and action plans support each objective with some
target dates. There are 15 Performance Indicators in the 1993-94 plan as the basis for
measuring performance against safety, efficiency and service objectives. There are a
further 12 PIs covering efficiency including four financial ratios. Indeed, CAA note that
many targets outlined in the 1992-96 plan have been met, although others, including the
financial PIs have not been achieved due to inaccurate budget forecasts. Notwithstanding,
achievement against the PIs does not present an adequate picture of the scope of CAA's
responsibilities or activities.

In summary, CAA planning has been less than adequate, relying on updating previous
plans on the basis of current pressures or modifying existing programs and activities. The
organization is troubled and beset with image problems and subject to intense political
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scrutiny. It is unlikely that the corporate plan will assist the agency to overcome these
difficulties in the near future.

Australian War Memorial
The Australian War Memorial (AWM) is a national memorial and museum. The AWM's
Corporate Plan 1993-96 (AWM, 1993) contains a purpose and mission, an introductory
section on challenges for the future by the Chairman and Director, AWM responsibilities,
values, program structure, goals and key results with major activities and PIs.

It appears that corporate planning was only instigated by the AWM in 1991 after DOF
suggested that funding levels would be assisted if corporate planing were undertaken on a
continuing basis. The organization had been criticized for its lack of planning previously
in evaluations of its visitor services: this inactivity indicates a poor corporate culture and
lack of management commitment within the organization.

A project officer working with senior managers in a reference group to develop a plan
structure and outline coordinated the 1993 planning process. Each AWM section then
met with the group to contribute to a draft plan. Middle level managers discussed and
revised the draft which was then made available for comment to all staff. After several
iterations the plan was passed to the AWM Council, equivalent to a Board of Directors.
No specific planning model was followed but other public sector plans were considered
for content and layout. No formal stakeholder analysis was undertaken. No
environmental scanning was completed to distil strategic issues. The strategic issues
identified appear to be an extension of existing operations for the organization.

The plan looks to have been developed around the existing organizational structure and
provides goals for each of the five current programs. There is some inconsistency
however in that the four key areas identified in the plan (increased access, promoting
relevance, strengthened communications and developing AWM culture) seem to support
the mission and values rather than the program goals. The plan does include a series of
performance indicators for each group of major activities, however the PIs are qualitative
statements with no real targets or deadlines.
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Noting the lack of a planning culture and the process followed, it is not surprising that the
AWM's Corporate Plan has not been used to any great effect. Apparently AWM staff did
not consider the document to be particularly relevant, especially towards the end of its
life. It was not reviewed and was not used to develop workplans. Regardless it appears
that most of the major activities contained in the plan were completed but this not
unexpected as most were already in train at the time the plan was developed. (Note: After
substantial restructuring, the AWM embraced planning in a more professional manner and
produced a more relevant corporate plan which has the confidence of staff as the basis for
AWM workplans and activities.)

Health Insurance Commission
The Health Insurance Commission (HIC) was established in 1973 to administer Medibank
as a universal health insurance scheme in both private and public roles. It currently
provides public health insurance (Medicare) and fulfills functions for the Pharmaceutical
Benefit Scheme, Childcare Cash Rebate Scheme and the Child Immunization Register.
The HIC began corporate planning in 1987.

The HIC Corporate Plan 1994/95 (HIC, 1994) is described as a working document for
managing priorities and performance as well as informing the community of HIC' s
operations. The plan is supported by a strategic plan (corporate strategies for each
division for both the short and long term), the HIC Budget and State and Divisional plans
covering activities for the next year. The 1994 plan contains corporate philosophy, a
mission, details of corporate approach, and sections on stakeholders and Key Performance
Objectives (KPOs). There are also sections on actions scheduled for 1994/95 containing
strategies and performance measures for each KPO. The HIC employs a Corporate
Planning Manual with processes to derive these elements.

The HIC environmental analysis considers long term strategic issues (internal and
external) that might affect business areas of the organization. The main areas covered are
government programs, private insurance, management support, technology, finance and
planning and detection/prevention of fraud. The Corporate Plan does not specify internal
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strengths or weaknesses but reflects areas requiring rectification in action plans.
However, the HIC has formulated detailed, national KPOs for the Commission,
government programs and Medibank Private operations. The KPOs include targets for
unit costs, processing accuracy, staff morale, client satisfaction, market share and
solvency.

The 24 HIC strategies featured for 1994/95 are directed to four categories: Work and
People (10), Medibank Private (6), Government Programs (5) and Inappropriate Practice
(3). Actual performance against these strategies and their associated performance
measures has been reported in subsequent corporate plans and Annual Reports. Overall,
the HIC has met many of its corporate objectives.

In summary, the HIC has an established corporate planning framework which produces a
useful planning document for the guidance of both internal and external customers.

Great Barrier Reef Marine Park Authority
The Great Barrier Reef Marine Park Authority (GBRMPA) is the Commonwealth's
principal adviser on the care and development of the Great Barrier Reef Marine Park
which in tum is managed under a Commonwealth/Queensland Government agreement.
This joint approach operates under the auspices of a 25 year Strategic Plan, developed by
a conglomeration of 60 user and interest groups, which specifies a vision, objectives and
strategies for the Great Barrier Reef World Heritage Area. This plan provides the basic
direction and guidance for organizations such as the Great Barrier Reef Marine Park
Authority to develop individual and subordinate corporate plans.

The GBRMPA Corporate Plan 1994-1999 (GBRMPA, 1994) was developed over the
period November 1991 to August 1993 at an estimated cost of $0.75m. The plan
comprised background information on the Reef, the Authority and the enabling vision for
the protection and managed use of the 350,000 sq km World Heritage Area. The goal and
aims of the Authority were then detailed followed, interestingly, by three decisions of the
statutory body setting major policy frameworks for the operations of the organization.
The plan then summarized priorities for the next five years to 1999 covering ecology,
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reasonably use, efficient and effective organization development and external
consultation. Finally, the plan identified four critical issues (the aforementioned
priorities) with attendant and desired outcomes for each issue.

The planning process was long but followed a logical sequence involving significant
consultation and agreement. A draft for public comment was published only after critical
issues had been identified and the shared vision for the Area had been accepted: this
enabled broad and specific objectives as well as strategies to be established and the
review and evaluation guidelines to be set. Planning was complicated by various factors,
particularly the size and remoteness of the Area, the variety of issues and the diversity of
organizations involved. Planners had to adjust from small scale and area planning
designed for specific purposes to longer term, large area, diverse purpose planning.
Indeed, there was scant precedent for this concept or methodology of scale in the public
arena.

Notwithstanding, the resulting document is concise and presents a core statement of
political intent as well as a consensus statement of long term priorities. It reflects the
many external environmental factors and challenges facing the Authority and sets
manifest guidelines for GBRMPA staff in managing the organization. The critical
issues/priorities indicate corporate and business level objectives which allow for detailed
interpretation by functional staff. In practice, the GBRMPA has developed service
charters for key functions which have a direct impact on the public; it has established
sanctuaries for endangered species and banned gill netting in those habitats; and, has been
subjected to an audit on its management of the Great Barrier Reef.

The GBRMPA Corporate Plan was updated for the period 1997-2001, maintaining the
overarching 25-year vision of the previous plan. The plan has grown from 8 to 22 pages
and now includes principles for management and corporate values. The eight key issues
remain but each now details the direction, provides associated targets and sets out action
statements. Key issues have also been added for effective management of the Marine
Park and Heritage Area with emphasis on management tools, day to day management,
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management information, education and partnership, resource management and executive
leadership.

The GBRMPA has embarked on an ambitious program which should be assisted by its
clearly structured corporate plan. The objectives and action plans are well thought out.
The main difference between the GBRMPA plan and other Commonwealth agency plans
is the combination of scope, scale and time horizon envisaged for the Marine Park.
Progress against the plan's objectives will, invariably, be slow because of the subject and
the plethora of interested parties. However, the Authority has established measured
criteria to gauge performance, including management progress.
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Listing of Strategic/Corporate Plans for APS, Australian States
and International Public Agencies
G

A
Aboriginal and Torres Strait Islander Commission
ACT Electricity and Water (ACTEW)
Attorney-General's Department
Australian Antarctic Division (DASETI)
Australian Bureau of Agriculture and Resource
Economics (ABARE)
Australian Capital Territory Internal Omnibus Network
(ACTION)
Australian Capital Territory Treasury
Australian Customs Service
Australian Electoral Commission
Australian Federal Police
Australian Heritage Commission (DEST)
Australian Maritime Safety Authority (AMSA)
Australian National Gallery
Australian Nature Conversation Agency (DEST)
Australian Taxation Office
Australian Trade Commission
Australian War Memorial

c
Civil Aviation Authority Australia
Commonwealth Scientific and Industrial Research
Organisation (CSIRO)

D
Defence Housing Authority
Department of Defence
Department of Employment, Education and Training
Department of Finance
Department of Foreign Affairs and Trade
Department of Immigration and Ethnic Affairs
Department of Industrial Relations
Department of Industry, Science and Technology
Department of Social Security
Department of the Prime Minister and Cabinet

Great Barrier Reef Marine Park Authority

H
Health and Welfare Canada, Income Security Programs
Branch

I
International Telecommunication Union

N
National Aeronautical and Space Agency
National Library of Australia
New Zealand Department of Social Welfare

p
Public Service Commission - Equal Employment
Opportunity (BEO) Strategic Plan for Australian
Public Service

s
Social Security Administration, US Department of
Health and Human Services
Spectrum Management Agency

T
The Treasury

w
Western Australia Health Department

E
Environment Strategies Directorate (DEST)
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Strategic/Corporate Plan Content

Agency/Department

I

Period of Coverage

Plan Outline

Australian Commonwealth

Aboriginal and Torres Strait Islander Commission

11992 - 1996

Our Goal:
The goal of the Aboriginal and Torres Strait Islander Commission is to
secure the empowerment of our people so that, through selfdetermination, we can make the decisions that affect our lives and share
in Australia's land, wealth and resources, contributing to the nation's
economic, social and political life, with full recognition of our indigenous
cultural heritage as the First Australians
Foreword by Minister
Message from the Chairperson
ATSIC's Role
Planning for Empowerment
Our Objectives for 1992 - 1996
Our Organisation
Our Status
Our People
Operating Ethos
Policies
Strategies
Appendix 1 - Functions of Commission
Appendix 2 - Planning process (see following diagram)

Comments

Section 11 of the ATSIC Act 1989 requires that the Commission prepare
in consultation with the Minister a Corporate Plan setting out the
Commission's objectives, strategies and policies.
The Corporate Plan is also required to set the criteria and standard terms
for the engagement of consultants.
The corporate plan is supported by an operational plan containing
considerable detail on approaches to delivering programs and services.
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I A TSIC CORPORATE PLANNING I
CORPORATE PLAN
-Establishes the vision of the Commission
-Sets the objectives, policies & strategies

OPERATIONAL PLAN
-Establlshes how the Commission's
objectives are to be pursued
-ldentlflee program objectives and
strategies

WORK PLANS
-Shows how each management unit will
implement the strategies
-lncludes details of resource allocation
-lncludes timetables, key projects and
critical dates

PROGRAM STATEMENTS
-Detall objectives, strategies and
performance indicators for each
ATSIC program and component
-Meet ATSIC's obligations in relation
to the allocation of Government
funds

REGIONAL PLANS
-Determlne regional priorities
-Provlde the strategic basis of the allocation of
resources within ATSIC
-lnteqrate service delivery
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Strategic/Corporate Plan Content

Agency/Department

I Period of Coverage

I

Plan Outline

Australian State

ACT Electricity and Water (ACTEW)

1994-99
20 pages
Chief Executive Officer's message
Mission
To meet ACT needs for electricity, water and sewerage in an
economically and ecologically sustainable way.
Key stakeholders
• Customers
• Community
• ACT Government
• Employees
• Business partners
Our values
• Customer first
• respect for people
• effective service
• efficiency
• creativity
• improvement
• strategic approach
Our vision
To be a business respected by our community and industry for the
excellence of our performance.
Critical success factors
• Customer service
• Employee achievement
• Financial viability
• Statutory compliance
• Competitive prices
• Business partnerships
• Leadership
Key Operational Issues
Key performance factors
Key strategic issues
Key programs
• workforce development
• customer focus
• business management framework
• ecological sustainability
• infrastructure development
Key performance measures
Financial
Appendix A - notes on the performance indicators
Appendix B - statistical overview 92-93.

Comments

Impressive planning document for a Government Business Enterprise.
Serves as a model for other public sector agencies.
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Strategic/Corporate Plan Content

Agency/Department

I

Australian Commonwealth

Attorney-General's Department

Period of Coverage

1991 - 1994
>200 pages

Plan Outline

Introduction and Portfolio Program structure & Objectives

I

Overview
Charter & goals

The Departmentserves the Governmentand throughit the people of
Australia by achievingexcellencein the provision of legal and law-related
services.
Department structure
Principal Management Concerns for 1991 - 94
Structure of the Plan
Other Departmental plans
• Internal Audit plan
• Evaluation schedule
• IT plan
• IT Contingency plan
• A guide to Employment Equity
• ID plan
• OH&S Policy
• Purchasing Reform strategy
• Training and Development Strategic Plan
• Access & Equity plan
• Fraud Control plan
• Business Plans
Division and Office Plans - Aims, strategies and targets
Programs 1 - 7
Critical Success Policies - Implementation Strategies
Uniform Departmental Performance Standards
Attachments
• Critical Success Policy Statements
• Legislation administered by the A-G
• Glossary
Comments

Business Plans set out in more detail the activities and timeframes
required to achieve departmental aims
Very long document for a three year plan and legalistic in context and
presentation.
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Strategic/Corporate Plan Content

Agency/Department

I Period of Coverage

I

Plan Outline

Australian Antarctic Division (DASETT)

1991- 2000
27 pages
A Window on the Antarctic - An introduction to the Corporate Plan of the
Australian Antarctic Division
Understanding the Antarctic
Visions for 1990s
A Background to Australia's Antarctic Program
Objective Statements: Objectives and Descriptions for the Antarctic
Program
• Scientific Research including cosmic ray physics, glaciology, land
based biology, marine science and mapping
• Expeditions including engineering, station and field operations, and
ship and aircraft operations
• Policy and Planning including planning and coordination of
information services
• Management & Support
Sub-Programs, Executive, Activities and Antarctic activities

Comments

An accompanying Corporate Statement on Antarctic Program contains:
Objective, Goals to 1997, Guiding Principles, Description and Slogan
The division's corporate plan comprises an introductory document
entitled 'A Window on Antarctica', Annual Plans for each area of the
division and Strategic Plans which cover key issues for periods of 3-5
years.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

Australian Bureau of Agriculture and Resource Economics (ABARE)

Period of Coverage

1992 - 1995
29 pages

Plan Outline

Introduction by Ministers
Introduction by Executive Director
ABARE today

•
•
•
•
•
•
•
•

Our Purpose
Direction and priorities for economic research
Selection and assessment criteria
Achieving our purpose
Where we are
Our operating Environment
Our internal structure
Planning on a year to year basis
Aims and Priorities
Our Goal
To efficiently and effectively provide high quality economic
information of direct relevance to Australia's primary and
energy industries in order to enhance their economic
performance and that of Australia as a whole
Our Objectives
Priority Areas
Objectives (7) and Strategies
strategies and performance indicators

Comments

See main text for detailed review of plan.
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Strategic/Corporate Plan Content

Australian State

Agency/Department

Australian Capital Territory Internal Omnibus Network (ACTION)

Period of Coverage

Towards 2000 Poster format: Corporate Plan & Business Plan 1994/95
on 0 osite sides

Plan Outline

Our Vision:
To be recognised as a transport leader and a vital component of
Canberra's commercial, social and natural environment
Our Mission
To provide the ACT community with an efficient. effective and accessible
passenger transport service
Objectives
• To maximise the efficiency of passenger transport in the ACT
• To contribute to environmental objectives in terms of pollution
emissions and environmental sustainability
• To offer an affordable transport option for the community
• To contribute to the urban amenity of the ACT town centres by
reducing traffic and parking requirements
Our Values
• To put customers first
• We value our business partners
• We plan for continuous improvement
• We measure our performance
• We aim to provide a quality service
• We recognise our people are our most important asset
• We encourage leadership and innovation
Continuous Improvement Grid

Comments

The Business Plan 94/95 outlines the statements of action stemming
from ACTION's Corporate Plan and Values. These statements align with
the Corporate Plan imperatives identified by the grid reference following
each statement
Employs a novel layout but requires close reading to discern information.
More operational than strategic focus.

ACTION Continuous Improvement Grid
Customer
Focus

Business
Relationship
s

Process
Improvement

Information

& Analysis

Planning for
Improvement

People
Involvemen
t

Leadership

&
Innovation

Robustness
Capability
Stabilization
Standardization
Awareness

303

Strategic/Corporate Plan Content

Agency/Department

I Period of Coverage
Plan Outline

Australian State

Australian Capital Territory Treasury

1993 -1996
10 pages
Our Mission
To promote the ACT's future financial well-being through effective,
efficient and equitable financial and economic policies and practices
Message from the Under Treasurer
Operating Environment
Our Vision
To be a centre of excellence for financial and economic policy advice,
the custodian of a cooperative and effective financial regime across the
public sector and to be held in high regard for our client service, staff
support, integrity and professionalism.
Our Values
Quality relationships with our clients through effective
communication, cooperation and responsiveness
Respect between staff through openness, recognition of
achievements, participation and cooperation
Honesty, consistency and integrity
Professionalism, based on expertise, competence and fairness

•

•

•
•

Goals and Strategies:

•
•
•
•
Comments

The
The
Our
Our

Government
Public Sector
Clients
Staff

A short summary of broad planned goals and strategies for a state level
department.
A useful reference document for planners but suggest it has limited
impact at working level.
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Strategic/Corporate Plan Content Australian Commonwealth
Agency/Department

I
I

Australian Customs Service

Period of Coverage

1993 - 1994
16 pages

Plan Outline

Comptroller-General's Introduction
Mission
Customs serves and protects Australia and its people by integrating the
delivery of law enforcement, border management, industry assistance
and revenue collection
Our Goals
Client Service
Revenue Collection
Border Control
Community Protection
Law Enforcement
Industry Support
Staff Development
Marketlno
How we will achieve our goals
Measuring our Performance
The Management Directions
Our Values
Our Values and what they mean to us
Our Charter( what clients can expect from the Australian Customs
Service)

•
•
•
•
•
•
•
•

Looking to the Future
Economic reform
Australian Law Reform Commission Review
Regional Issues
Customs Review
Tourism/trade
Technology
Civil Surveillance
Agency Bargaining
Our Structure
Sub-program, Elements, Purpose Statements

•
•
•
•
•
•
•
•

Comments

Single year plan in short document concentrates on operational rather
than strategic issues
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

Australian Electoral Commission

Period of Coverage

1993-96
20 pages

Plan Outline

Introduction by the Commissioner
Our corporate values
The AEC will create a service oriented environment which fosters best
management practices, innovation, cooperation and professionalism and
which provides satisfying work and development opportunities for all
staff.
Our vision
To provide the Australian people with an independent electoral service
which will meet their needs and which encourages them to understand
and participate in the electoral process.
Our Purpose
To conduct elections and referendums, to maintain the electoral rolls, to
provide electoral information and education programs and related
services.
Key result areas and associated goals.
• Roll Management
• Conduct of Elections
• Community Awareness
• Industrial Elections
• Corporate Management
Relationship between AEC plan and Government budget related papers.

Comments

Plan contains clear KRAs and associated goals for the next four years.
These in turn contain specific outcomes and identified results (outputs)
and continuing activities scheduled over the planning period.
The AEC has a simple program structure which lends itself to targeted
resource allocations and efficiencies.
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Strategic/Corporate Plan Content

Agency/Department

I

Period of Coverage

I

Plan Outline

Australian Commonwealth

Australian Federal Police

1992 - 1995
15 pages
Role and History
AFP Mission:
Safeguard the interests of the Commonwealth and the Government and
people of the ACT by the prevention, detection and investigation of
crime, the preservation of good order and the protection of life and
property.
Corporate Vision
Priorities
Goals and Key Strategies
• To prevent, detect and investigate criminal offences committed
against Commonwealth laws, revenue and expenditure
• To provide a professional police service which works with the ACT
Government and community to preserve the peace, reduce the
incidence of crime and protect life and property
• To provide timely and accurate strategic assessments on criminal
threats and trends, and advice on law enforcement needs and
strategies.
• To support the Commonwealth's international obligations and
protection responsibilities with an effective and professional policing
service.
• To provide leadership in a cooperative, national law enforcement
effort to protect the Australian community from criminal threat.
• To maintain operational excellence by developing, retaining and
attracting the highest quality members and staff members with a
commitment to the high ethical standards of the organisation
• To ensure the best management of AFP resources
• To ensure the most appropriate application of science and
technology, as determined by corporate needs, is used throughout
the organization now and in the future.
Implementation

Comments

Implementation (p15): ...'.will be achieved through departmental and
branch strategic management plans (SMPs) which will concentrate on
the goals and strategies in the Corporate Plan. These in turn will be
supported by individual work plans developed under the AFP's
performance management program. The action plans within the SMPs
will detail the tasks and performance indicators for each program
consistent with the priorities of this plan. SMPs will be focused on results
and will be used as a primary reference for policy development, program
management, program evaluation, management reporting and
accountability. '

The plan is a background summary document for reference purposes. It
needs to be read in conjunction with other planning material and work
plans. There is no indication of the planning processes employed.
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Strategic/Corporate Plan Content

Agency/Department

I

Australian Heritage Commission (DEST)

Period of Coverage

1994 - 1997
18 pages

Plan Outline

Our Vision
A future in which the National Estate is known, valued and cared for, by
all Australians
AHC: Who we are. What we do.
Core Goal Statement
To conserve the National Estate in partnership with all Australians
through advocacy, facilitation, advice, identification and Our People and
Systems
Values
Goals with objectives, strategies, performance measures and key targets
for 94-97:

•
•
•
•
•
Comments

Advocacy
facilitation
Advice
Identification
Our People & Systems

Supporting documents: 'The Corporate Plan is supported by a range of
other planning and management documents including an annual
operational plan, section work plans, and particular strategic plans, such
as Research Strategy.' (p5)
Information is sparse and needs to be read in conjunction with the
referenced material.
Nevertheless, the plan is a good summary if somewhat concise of the
agency's objectives and ambitions.
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Strategic/Corporate Plan Content

Australian Commonwealth

Agency/Department

Australian Maritime Safety Authority (AMSA)

Period of Coverage

1992-93to 1995-96
16 a es

I

Plan Outline

AMSA operations and organisation management
Mission Statement
AMSA will strive to be a dynamic, responsive and cost effective business
that meets the expectationsof customers, Government, the community
and AMSA employees. It will also strive to be the leader in its field,
initiate maritime review and reform and be at the forefront of
technological change.
Introduction by Chairman and Chief Executive
The future
Strategic objectives
Key result areas with associated goals, objectives, key issues, strategies
and performanceindicatorsfor:

•

•
•
•
•
•

Comments

Navigational services
Ship and personnel safety services
Maritime safety services
Marine environmentprotection
Registration and crews services
Corporate services/ corporate development.

Plan is complemented by a glossy magazine for publicity purposes.
The agency has a Strategic Developmentgroup to coordinate corporate
strategic planning.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

Australian National Gallery

Period of Coverage

1992-1995
20 pages

Plan Outline

Draft Message from the Minister/Chairman
Letter from the Director
Mission Statement:
The Mission of the National Gallery is to serve the people of Australia by
preserving and presenting their cultural heritage in the visual arts and by
contributing to Australia's national identity.
Functional Statement:
To accomplish its mission the gallery develops, documents, conserves,
researches and makes accessible the national collection, placing it in the
context of world art.
The challenges we face
The Gallery's Programs
Key Objectives, Strategies & Indicators:

•

To ensure continued and increased access to the national collection
and complement and supplement the collection by exhibiting the
finest available works of art.
To develop the National Collection.
To care for and document the National Collection.
To research the National Collection.
To ensure sufficient resources to enable the Gallery to achieve its
Mission.
Review and further develop the strategic program plans with the aim
of ensuring that they support the key objectives
Glossary

•
•
•
•
•

Comments

1992 version of the ANG Corporate Plan was to be replaced with new
plan in about March 1995
The implementation section (p18) notes that the next level of planning is
Strategic Program Plans (SPP) which address the specific strategies and
outcomes and contribute to achieving Key Objectives. SPPs are
supported by Operational Business Plans generated at Section Head
level
The Corporate Plan is a 4 year plan reviewed annually in conjunction
with the budget cycle. Long term project plans and the OBPs are
reviewed and approved as part of the forward estimates procedure.
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Strategic/Corporate Plan Content

Agency/Department

I

Period of Coverage

I

Plan Outline

Australian Commonwealth

Australian Nature Conversation Agency (DEST)

1994 -1996
26 pages
The Vision (Introduction by CEO)
Social Justice Statement
• Access & Equity
• Industrial Democracy
• EEO
• OH&S
Values
Mandate
Corporate Purpose
The conservation and appreciation of our natural and associated cultural
heritage through leadership and cooperation
Goals, Objectives and KPls

•

Conservation of the natural biodiversity and environments of
Australia
• Contributing to the conservation of the cultural heritage of
Australia's indigenous people
• Increased knowledge for a better understanding of the environment
• Greater community appreciation of the environment and
participation in its management
Cooperation in the conservation of the global environment
• Organisational excellence
Program and Budget Structure
• Conservation through reserves
• Conservation outside reserves
Corporate development
Attachment A Australian Nature Conservation Agency Organisation
Attachment B Parks, Reserves and other land managed by the ANCA
Attachment C Powers and Functions of the Director of National Parks
and Wildlife

•

•

Comments

Plan covers a three year period but does not specify detailed operational
targets.
The agency considers planning to be an integral function of corporate
development and the document notes that this plan is the result of a
collaborative effort of management and staff.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

Australian Taxation Office

Period of Coverage

1994 - 1995
28 pages

Plan Outline

Commissioner's Overview
Our Purpose
To collect the revenue, properly payable, so as to fund services and support for the
people of Australia
Our Challenge
To have community support in all we do
Our Approach
•
Worki ng together
•
We understand our clients and act fairly
•
We respect each other
•
We are committed to continuous improvement
•
We are professional
•
We work as one team
The Relation of the Purpose Statement to the 1994/95 Plan - Purpose, Goals,
Obiectives
Evolving Themes of ATO Planning & Administration Mid 1980s to Late 1990s - Where
we want to be, Where we are coming from, Where we are going
Goals, Desired corporate outcomes and How we will do it
•
•
•
•

Taxpayers, CSA and other clients comply with their obligations under the law
The Costs to the community of complying with the law we administer will be
reduced
We are, and are seen to be, professional and fair in all we do
Productivity will improve as a result of our flexibility, our commitment to the ATO
and the ATO's commitment to us

Current Key Compliance Risks
Operational Performance Standards
Resource Summary
Performance Summary 1993/1994
Significant achievements
Critical Issues
Comments

Central agency plan contains highly structured goal set.
Only covers a 12 month period and hence more of an operational plan than a
corporate plan.
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Strategic/Corporate Plan Content

I

Australian Commonwealth

Agency/Department

Australian Trade Commission

Period of Coverage

1994/95 - 1996/97
49 a es

Plan Outline

Chairman's Introduction
Mission:
We help win business overseas and We bring investment to Australia
Vision
Values
Performance Indicators

•

Economic Environment
Key Priorities and Major Initiatives
Australian Operations
Japan/Korea
East Asia
South East Asia
South Pacific
Americas
Europe
Special Markets
Grants & Loans
Strategic Development
Executive Office and Corporate Affairs
Target Industry Sectors/Markets
Support Strategies
Resource Overview
The Austrade Network
Management Structure
Appendix A. Plannlno Requirements
Appendix B. Glossary
Comments

Planning hierarchy comprises four key documents:
•

•
•

Corporate plan outlines broad strategic goals, corporate objectives, policies and
strategies of Austrade - required by S64(1) Australian Trade Commission Act 1985
-prepared annually for next 3 Financial Years
Operational plan is an annual planning document and sets out details of proposed
strategies for the Commission, programs and resource allocations - defines key
priorities, activities & initiatives for each management unit
Performance plans set out core business activities of management units in
Austrade for next 12 months
Workforce plan sets out achievement requirements for HR staffing level and skills
mix by region for rolling 5 years of plan - changes required & action plan for revised
staffing profile for key client contact jobs.
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Strategic/Corporate Plan Content

Australian Commonwealth

Agency/Department

Australian War Memorial

I

Period of Coverage

1993 -1996
23 pages

Plan Outline

Purpose:
To commemorate the sacrifice of those Australians who have died in
war.
Mission:
To assist Australians to remember, interpret and understand the
Australian experience of war and its enduring impact on Australian
society.
Challenges for the Future - signed by the Chairman and Director
Our Responsibilities
Our Values
Program Structure:
National collection
Public programs
Collection services
Official History
Corporate Management
Proorarn Goals
Key Results 1993-1996, major activities and Performance Indicators
Increased access to, use and storage of the National Collection
Relevance through education, interpretation, research and publication
review
Communication, Cooperation and interdependence among Programs
A Memorial (Our own) culture that generates commitment to increased
levels of funding.

Comments

A short but comprehensive planning document. Limited information on
preparation processes and especially external environmental factors
considered.
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Strategic/Corporate Plan Content

Australian Commonwealth

Agency/Department

Civil Aviation Authority Australia

Period of Coverage

July 1994 - June 1999
87 a es

Plan Outline

Preamble

I

Corporate Mission
Serving Australia and international aviation, by pursuing high standards
of aviation safety, through effective and efficient safety regulation and
provision of world class aviation traffic services
Vision
Objectives
Scope of Activities
Stakeholders
Future Environment

•
•
•
•

Business outlook
Technological outlook
Government relations outlook
Employee relations outlook
Corporate Structure
• Organisational Structure
• Staff Resources
Performance Indicators
Corporate Obiectives 1-6 & Strateqles
Corporate financial plan
1993/94 in review
Financial plan 1994/95 - 1996/97
Appendices
A Forecast industry Activity levels
B Key divisional functions
C Performance indicators
D Summary of Major Projects in Progress
E Major achievements v 1992/96 Corporate Plan
F Glossary of Terms
G Corporate Financial Plan Statements
Comments

The Authority is required to prepare its three year plan for the Minister
under 544 of the Civil Aviation Act 1988.
The plan is to be revised annually and supplemented by a Strategic
Directions document with separate Strategic Objectives for the GBE.
There is evidence of a SWOT having been completed but no formal
planning model has been claimed.
Performance indicators include efficiency Pis with four financial ratios.
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Strategic/Corporate Plan Content

Agency/Depa rtment

Period of Coverage

Australian Commonwealth

Commonwealth Scientific and Industrial Research Organisation (CSIRO).

1991-92 to 1995-96

40 a es

I

Plan Outline

Message from the Chairman
The Plan at a Glance.
Outlook and Prospects
• The international economy and prospects
• Trade prospects
• The Australian economy and prospects.
• R&D prospects
Priorities drive the plan.
Corporate goals and strategies
Research 
• plant production and primary products
• animal production and primary products
• rural based manufacturing
• minerals industry
• energy resources and supply
• manufacturing industries
• information and communications industries
• economic development - environmental aspects
• environment
• infrastructure and services
• major research facilities and services
• Research Support 
• human resources management
• communication
• corporate development
Resources and Responsibilities
CSIRO Executive Committee

Comments

The Science and Industry Research Act requires CSIRO to prepare both
a Strategic Plan and an annual Operational Plan. The Strategic Plan
outlines the broad strategic goals, corporate objectives, policies and
strategies of the organisation and so provides an overall blueprint for
achievement of CSIRO's mission. The Operational Plan describes how
the Strategic Plan is put into effect.
Very well prepared and presented plan.
Contains extensive information in a logical and rational approach.
See planning processes in next diagram.
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CSIRO
VISION/M ISSION

STAKEHOLDERS
EXPECTATIONS &
PERSPECTIVES

POLICIES
Research
Research &
Technology transfer

STRATEGIC
. D I R E C T I O NS ,(; O~LS .&
.
STRAr.~ Q I ES

Funding
Human Resource
Development
Communication

RESEARCH "
ALLOCATI()N ••.•.

Corporate
Development
RESEARCH: RESEARCH
,
SUPPORT

REVIEW AND
EVALUATION
Research: Research &
Technology Transfer;
Human Resource
Development;
Communication;
Corporate Development
CSIRO Corporate Planning process
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Strategic/Corporate Plan Content

Agency/Department

I

Australian Commonwealth

Defence Housing Authority

Period of Coverage

1994 -1997
75 pages

Plan Outline

Mission
To provide Defence personnel and their families with good housing
consistent with community standards and which will contribute positively
to their quality of life. In achieving this mission the Authority shall meet
Defence operational needs, follow sound commercial practices and be a
responsive and innovative organization,
Chairman's Overview
Strategic Issues
Defence Environment
Economic Environment
Housing Environment

•
•
•

Housing Objectives
Strategies and Performance Indicators
Housing Plan
Administrative Obiectives, Strategies and Performance Indicators
Administrative Plan
Financial Objectives, Strategies and Performance Indicators
Financial Plan
Appendices

•
•
•
•
•
Comments

The Authority's Board
Organizational Structure & Senior Staff
Housing Management Centres
Joint Ventures - Paramount Objectives
Background to the Authority

No specific vision statement included.
See detailed review in main text.
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Strategic/Corporate Plan Content

Agency/Department

I

Australian Commonwealth

Department of Defence

Period of Coverage

1993 -1997
80 pages

Plan Outline

Overview - signed by the Secretary & CDF

I

Part 1 - Australia's Defence Framework
Australia's Strategic Outlook
National Security
Part 2 - Key Defence Priorities
Fulfilling Ongoing Commitments
Strengthening Australia's Capability for National Defence
Regional and Global Security and Alliances
Defence and the Community
Personnel
Management and Cultural Change
Part 3 - Planning and Resources
Planning
Resources
Part 4 Program Statements
Forces Executive
Navy
Army
Air Force
Strategy and Intelligence
Acquisition and Logistics
Budget and Management
Science and Technology
Part 5 - References including key planning documents:
Policy planning, military strategic planning, force development, defence
organization planning and review, defence wide functional planning,
program level corporate plans and management planning

Comments

The Foreword states:
The Defence Corporate Plan is a key Defence management document.
Its purpose is to provide guidance for management and staff on the way
ahead for Defence over the next five years. It provides the link between
the Defence mission and the activities of the eight Defence Programs
that make up the Defence Organisation and complements the more
detailed Defence Program Performance Statements and the Annual
Report. The Corporate Plan also facilitates examination by the
Government, Parliament and the Australian public of the way in which
Defence conducts its business. Corporate planning in Defence is a
dynamic process, particularly in the current environment where reform
and restructuring are major themes. Given the rapid pace of change in
Defence, the Corporate Plan will continue to be updated annually to
ensure that it reflects developments in the Organisation.
The document is comprehensive and reasonably detailed but gives no
indication about planning processes employed. It reflects the highly
structured nature of the organization.
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Strategic/Corporate Plan Content

Agency/Depa rtment

Period of Coverage

Australian Commonwealth

Department of Employment, Education and Training

1994 -95 to 1996 - 97

20 a es

I

Plan Outline

Secretary's Foreword
Our Department
Our Mission
• To provide the best possible employment, education and training
services, within the funds available, to prepare Australians for job
opportunities and to contribute to the nation's ongoing economic
growth
Fundamental objectives
• Our Business
• Our Organization
• Our Values
The Planning Process
The Changing Environment
Portfolio and Departmental Programs
Objective and Strategies
Employment - Getting people into jobs and reducing long-term
unemployment

•

Realising work opportunities for the Job Compact
Giving young people a better start
Establishing Employment Assistance Australia for case
management
• Reforrriing the CES network for higher standard service
• Screening jobseekers more effectively
• Revitalising employer service and generating vacancies
• Supporting regional development through employment services
• Getting job outcomes for the most disadvantaged
Schools, Higher Education, Vocational Education & Training; Student,
Youth & Language Support - Supporting growth by improving education
and training

•
•

Portfolio Administration & Advising
Raising our corporate performance levels
Appendix 1 Organizational Structure
Appendix 2 Programs and Plans
Appendix 3 National Client Service Standards
Comments

The Planning Process (p3): 'Taken together our Corporate and
Business Plans are the tools for directing, monitoring and reviewing
corporate performance and organizational health from year to year. This
Corporate Plan is accompanied by annual Business Plans which set out
detailed program objectives, business targets and performance
measures. These are the National Program business Plans, the National
Network Business Plan and the Area Operational Plans.'
Appendix 2 details the defmltions and content of the Corporate Plan,
Business and other DEET plans
There is a noticeable short term focus with the department under intense
pressure to perform
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Strategic/Corporate Plan Content

Agency/Department

I

Australian Commonwealth

Department of Finance

Period of Coverage

1991
16 pages

Plan Outline

Our Mission
Serving Australia by promoting value for money in the management of
the Commonwealth Public Sector through quality advice and service to
clients.
Message from the Secretary
Responsibilities and achievements
Our Operatlno Environment: Changing circumstances and expectations
Our staff
Challenge: To show that we value each other as part of the Finance
team.
Public Sector management
Challenge: To make performance count.
The Budget
Challenge: To assist informed resource allocation.
Our Information and Systems
Challenge: To have the right information at the right time at least cost.
Our Clients
Challenges: To further develop a client focus and to explain and gain
acceptance of the role of the Department of Finance in promoting value
for money.
Our Role and Image

Comments

Minimalist approach to planning and presentation of material.
Broad scope for a single year plan containing limited detail or process
information.
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Strategic/Corporate Plan Content

Agency/Department

I Period of Coverage

I

Plan Outline

Australian Commonwealth

Department of Foreign Affairs and Trade

1994 - 1996
19 pages
Foreword by Secretary
Mission Statement (Aim):
To win a future for Australia in the world
Goals

•
•
•
•
•

To increase Australia's economic prosperity through trade and
investment
To ensure a favourable security environment for Australia
To advance Australia's standing as a good international citizen
To promote global cooperation based on fair rules
To help Australians overseas

Priority Tasks
The Operating Environment
Values and Culture
Program Structure and objectives:

•

•

·•
•

International Relations, Trade and Business Liaison
Passport and Consular Services
Services for other Agencies
Secure Government Communications and Security Services
Executive and Corporate Services

Organization Structure
Overseas Representation
Comments

A short document with a clear if ambitious mission and general goal for a
three year program.
Covers the operating environment in detail.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

Departmentof Immigration and Ethnic Affairs

Period of Coverage

1994 -96
22 pages

Plan Outline

Minister's Message
Secretary's Message
Purpose(Mission):
To enhance the benefits to Australia from the entry of people and their
contribution to Australia's wellbeing.
Our Future (Vision)
Key Result Areas with Task, Objectives, Strategiesand success
indicators
Working with the Minister
Working with the cornmunity
Responding to humanitarian needs
Internationalising Australia
Valuing our clients
Valuing staff
Achieving organisational excellence
Planning in the Departmentof Immigrationand Ethnic Affairs

Comments

The Fourth Corporate Plan has a clear if general purpose statement.
There is a well presentedsummary of tasks, objectives, strategies and
KPls for each of the 7 KRAs.
01 EA endorses continuing planning and evaluationand uses a tiered
approachof corporate plan, Program managementplans and work plans.
The planning and reporting framework is detailed in a complementary
document showing formats, links and planning cascades- there is also
an interestingdiagram showing the history and future shape of the
planning framework.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

Department of Industrial Relations

Period of Coverage

1993 - 1996
8 pages

Plan Outline

Foreword by the Secretary
Aim (Vision)
We aim to achieve cooperative workplace reform and industrial relations
arrangements for an internationally competitive and fairer Australia.
Challenges
Improving the Industrial Relations system
We can work it out
• Supporting strategies
• Developing more nationally consistent IR arrangements
• Accelerating the pace of workplace reform
Best and Fairest
• Developing & implementing IR policies
• Promoting Social Justice in the Workplace
Working Together
Leading by exampie
Interaction of Vision, context, priority areas, focus in the department and
departmental values
Program structure & organization elements

Comments

The Corporate Plan is companion to Program performance statements,
sub-program workplans, Annual Report, EEO Plan, Access & Equity
plan, HRD plan, Industrial Democracy Plan, Evaluation plans, IT plans,
OH&S policy
The plan provides an overview of departmental practice for the next three
years. It shows the relationships between programs, sub-programs and
organizational structure elements but gives little information on planning
practices. Includes a useful summary of outcomes in general and high
level terms.
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Strategic/Corporate Plan Content

I

Australian Commonwealth

Agency/Department

Department of Industry, Science and Technology

Period of Coverage

1994-1995
7 a e foldout

Plan Outline

From the Secretary
Our Job in Context
Our Vision
The Department's vision for the 21st century is of a dynamic and prosperous Australia
based on world competitive industries and firms, excellence in science, and using
leading-edge technology.
Mission:
The Department's mission is to build competitive enterprises, build a competitive
business environment, and foster excellence in Australian science and technology by
providing high quality policy advice and the effective delivery of government programs
Four Year Strategic Priorities
• Partnership between government and industry
• Better access for firms to government programs
• An active role in policy making
• Tackling impediments/ pursuing opportunities s in particular industry sectors
• Facilitate investment
• Coordination of Government efforts in industry, investment & trade promotion
• International action
• Science & technology
• Management and Continuous Improvement
Key Goals for Year Ahead based on strategic priorities
Contacts

Comments

Single year plan but incorporates longer term priorities.
Effectively an operational plan with specific goals for the featured year.
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Strategic/Corporate Plan Content

Agency/Department

Australian Commonwealth

Department of Social Security

Period of Coverage

Plan Outline

Charter:
To achieve social security policies that meet the needs of the Australian
community and to deliver entitlements and services with fairness,
courtesy and efficiency.
Our Values
Equity
Integrity, fairness and openness
Professionalism
Support and pride
Consultation and cooperation
Efficiency and effectiveness
The next 10 years
Strategic Goals 1995 - 2005
Quality Programs and Services

•
•
•
•
•
•

The Workforce - a common vision
Technology
Effective Communication
Our Priorities
Comments

Concise and compact presentation of large organization's plans over a
10 year period.
Follows and updates original strategic plan covering period 1990-2000.
No measurable performance indicators included.
Supported in operation by extensive Business Plans at National
Administration, Area and Regional levels.
See text for more extensive coverage of planning processes, schedules
and outcomes.
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Agency/Department

I
I

. Australian Commonwealth

Department of the Prime Minister and Cabinet

Period of Coverage

1990-92
43 pages

Plan Outline

Secretary's Foreword
Understanding the Plan
Organisation Chart
Program, sub-program, organisational elements
Terminology
Mission
Our mission is to assist and advise the Prime Minister and the
Government in policy formulation and decision making, and to facilitate
the operation of executive government, including in its relationship with
the Parliament.
Corporate Goals with Objectives, Strategies and Performance indicators
Policy Advising
Government Support Services
• Special Sectoral Support
Resource Management
Valuing People

•
•

•
•

Evaluation
Performance appraisal of senior managers
Divisional work plans
External review of policy performance indicators
Staff survey
Planning coordination

•
•
•
•
•

Departmental Plans
Audit and evaluation work program
EEO plan
10 plan
IT strategic plan
Disaster recovery and contingency plan
OH & S policy
Portfolio evaluation plan
Portfolio purchasing reform plan
HRD plan
Portfolio access and equity plan

•
•
•
•
•
•
•
•
•

·
Comments

This is the inaugural plan for the department. It was developed with input
from all staff levels and is comprehensive and detailed with 62
objectives. It is to be read with the Annual Report and Budget papers.
The department's portfolio agencies are responsible for preparing and
reporting on their own plans.
The intention is to integrate the operational plans progressively under the
umbrella of the Corporate Plan.
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Agency/Department

I Period of Coverage
Plan Outline

Environment Strategies Directorate (DEST)

1994 - 95
14 pages
As a directorate of the Department of Environment, Sports and
Territories - Mission Statement
In national and international contexts, promote protection and
enhancement of ecological processes and natural resources as essential
components of the well-being of current and future generations and the
protection of the environment at large
Strategies
Priorities
The Directorate Working Environment
Goals, Strategies and Outcomes for

•
•
•
•
•
•
•
•
•
•
Comments

Environment Coordination & Liaison
Sustainable Land & Water Use
Forests
World Heritage
Biodiversity
Environmental Information
Environmental Reporting and Science
Strategic & Economic Analysis
Marine and Coastal
Climate Change

Internal Document only Draft
Covers a single year period as a summary document on which to base
working level targets and workplans
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Strategic/Corporate Plan Content

Agency/Department

I

Period of Coverage

I

Plan Outline

Australian Commonwealth

Great Barrier Reef Marine Park Authority

1994 -1999
10 pages
Chairman's Introduction
The Great Barrier Reef
The Great Barrier Reef Marine Park Authority
25 Vision for the GBR World Heritage Area
Goal of the GBRMPA
Aims of the GBRMPA
Decisions of the Authority setting major policy frameworks for the
operations of the organization
Summary of priorities 1994 - 1999
Abbreviations
The Critical Issues

•
•
•
•

Comments

Maintaining the Ecology of the GBRM park
Providing for Reasonable Use of the Park
Developing an efficient and effective organization
Seeking the commitment of others

Extensive consultative process to develop the Corporate Plan
See detailed review of planning processes in main text.
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Strategic/Corporate Plan Content

Agency/Department

I
I

International

Health and Welfare Canada, Income Security Programs Branch

Period of Coverage

1989 -1993
18 pages

Plan Outline

Introduction
Mission Statement
To promote and strengthen the social security of the people of Canada
through the development and delivery of programs for seniors, the
disabled, survivors and families with children which are mandated by the
Old Age Security Act, the Canada Pension Plan, the Family Allowance
Act and associated international social security agreements.
Business Statement
Environmental Assessment

•
•
•
•

Demographics
economic factors
government
internal developments
Strategic Issues (Issue & branch response)

•
•
•
•
•
•
•

Level & Quality of Service
Systems Development
Managing Organizational change
Internal Communications
Increasing workload/ Decreasing Resources
Changing Legislation and Social Policy
Human Resource Management
Conclusion

Comments

Plan preparation aspects: Strategic plan is seen to be significant
because of processes used to develop the document. ...'a process which
actively involved managers throughout the organization who for the first
time came together to share their expectations, their hopes, their
aspirations and their concerns for the present and the future of the
Branch.' :p18
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Strategic/Corporate Plan Content

Agency/Depa rtment

I
I

International

International Telecommunication Union

Period of Coverage

1995 - 1999
18 pages

Plan Outline

Introduction
Overall Strategy and Priorities
ITU Mission
Changing Telecommunications environment
A general strategic approach
General policy and program priorities
Sectoral strategies and priorities
Radiocommunication
Standardization
Development
Regional presence
Management and personnel strategies and priorities
Financial considerations

Comments

Sourced from Internet June 1995
Narrow scope and coverage of subject.
Technical and procedural aspects given clear priority.
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Strategic/Corporate Plan Content

Agency/Department

I

Period of Coverage

Plan Outline

InternationaI

National Aeronautical and Space Agency

11994 - (21 pages)

Message from the Administrator
Vision:
NASA is an investment in America's future. As explorers, pioneers and
innovators we boldly expand frontiers in air and space to inspire and
serve America and to benefit the quality of life on Earth.
Mission:
To Explore, use and enable the development of space for human
enterprise
To Advance scientific knowledge and understanding of the Earth, the
Solar System and the Universe and use the environment of space for
research
To research develop verify and transfer advanced aeronautics, space
and related technologies
Goals
External Environment
• Assessment
• Key Assumptions
Conceptual Framework
• External Customers
• Strategic Enterprises
• Mission to Planet Earth
• Aeronautics
• Human Exploration and Development of Space
• Scientific Research
• Space Technology
• Strategic Functions
• Transportation to Space
• Space communications
• Human Resources
Physical Resources
Strategic Enterprises
• Mission to Planet Earth
Purposes
• Accomplishment strategies
• Aeronautics
Purposes
• Accomplishment strategies
• Human Exploration and Development of Space
• Strategies
• Scientific Research
• Purposes
• Accomplishment strategies
• Space Technology
Purposes
• Accomplishment strategies
• Synergy Among the Enterprises
Strategic Functions
• Transportation to Space
• Space Communications
• Human Resources
Values & Operating Principles
Implementation Strategy

•

•
•

•

Comments

Sourced from the Internet - NASA Home Page July 1994. Very
comprehensive coverage of planned activities and extensive information
on objectives and strategies. Agency now SUbject to GPRA
requirements.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

National Library of Australia

Period of Coverage

1993 -1998
15 pages

Plan Outline

Our Future
Priorities
Environment and Challenges 1993 -98
Background
The Australian Community
Other Libraries and Document Suppliers
Technological developments
Australia in the Global Context
Objectives and Strategies
Objectives, strategies and major initiatives for:
• National leadership and coordination
• Services to Libraries
• Collections and Services to the Community
• International Activities
• Support Services
Resource Issues

Comments

See detailed review and comments in main text.
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Strategic/Corporate Plan Content

Agency/Department

I
I

International

New Zealand Department of Social Welfare,

Period of Coverage

1990 -1991
48 pages

Plan Outline

Statement from the Minister
Major Outcomes desired by Government

•
•
•
•

Policy Development
Income maintenance
Social Services
Rehabilitation
Introduction by the Chief Executive
Statement of Purpose
Our Mission is to deliver quality welfare services to New Zealanders
according to the policies of the Government
Significant Issues
Organisation of the Department
Social Welfare Commission
Organisation Structure
Classes of Outputs (as included in Estimates)
Outputs
Management of the Department
Financial Performance of the Department
Statement of Financial Position
Projected Cash Flow Statement

•
•

Appendix: The Environment in which the Department Operates

•
•
•
•
•
•
•
•
•
•
Comments

Public sector developments
Changes within the DSW
Development of a Bicultural Approach
Trends in the health/disability sector
Benefit reform
Service delivery trends
Demographic trends
Trends in families
Economic trends
Trends in the labour market

Early example of outputs and outcomes plan for a one year period.
Comprehensive coverage of departmental objectives and operational
setting.
Stress is on policy environment and outcomes and outputs.
No detail on planning processes employed.
Compare with Australian DSS plans for 1990-2000 and 1995-2005.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian Commonwealth

Public Service Commission - Equal Employment Opportunity (EEO)
Strate ic Plan for Australian Public Service

Period of Coverage

1993 - 2000
55 pages

Plan Outline

Introduction and Implementation by Commissioner
Plan in Summary
Overview
Legislation and Policy Framework
EEO Groups & Diversity
Progressing EEO in the APS
Training & Development Opportunities
Addressing Areas of Concern
Devolution and the Regions
Employment of people with Disabilities
Outlook to the year 2000
Objectives (3) & Strategies (6)
Performance Indicators
Responsibilities and Resources
Appendices
Legislation and Policy Framework
Anti-discrimination & EEO Milestones in the APS
Extract from a Framework for HRM
Statistical Summary
Reference Material

Comments

Broad coverage of material for a seven year plan of a specific sub
program for the whole of the APS.
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Strategic/Corporate Plan Content

Agency/Department

I Period of Coverage

I

Plan Outline

International

Social Security Administration, US Department of Health and Human
Services
1988-2000
47 pages
Commissioner's Introduction
Executive summary
Planning framework
Forces of change: SSA's changing environment
A view from the year 2000
Strategic recommendations

•
•
•
•

Programs
Service delivery
Technology
Organisation

Implementation plan
Comments

Comprehensive and innovative approach to public agency corporate
planning using visioning.
Employed significant consultation with management and staff and formed
a special group to develop and produce this 12 year plan.
Served as a model for Australia DSS strategic planning in 1990.
(Agency now subject to GPRA requirements)
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Strategic/Corporate Plan Content

Agency/Department

I

Period of Coverage

I

Plan Outline

Australian Commonwealth

Spectrum Management Agency (SMA)

1993 - 1996
18 pages
Introduction by Acting Spectrum Manager
Mission:
To facilitate access to. and use of. the radio frequency spectrum
Purpose
Radio Communications and the Future
How We will Work
Key Results Areas with Goal, Objectives. Strategies and Target Achievements for
1993/4 and 1994/5 - 1995/6

•
•
•
•
•

Improvements to Apparatus and Class Licensing
Standards and Compliance
Introduction to Spectrum Licensing
Pricing Policy
Organisational Development

•
Glossary of Terms

Comments

First corporate plan of new agency established by Radiocommunications Act 1992 to
irnplement the Act.
Covers the first three years of operations and sets scene for future activities
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Strategic/Corporate Plan Content

I

Agency/Department

Australian Commonwealth

I

The Treasury

Period of Coverage

Plan Outline

Mission
To improve the living standards of the Australian people by providing
sound and timely policy advice to the Government on economic policies,
based on objective and thorough analysis, and by assisting the Treasury
Ministers in the administration of their responsibilities.
Corporate strategies

•
•

•
•

•

Providing forward looking advice on macro and micro economic
policy,
Encouraging coordinated, consistent and constructive policy
responses,
Contributing to public debate, discussion and understanding of
economic issues,
Ensuring most efficient and effective use of department resources,
Utilising operational plans for divisions and directorates to articulate
and review strategies, processes and outcomes

Policy objectives
Corporate focus for 1994-95
Corporate values
Comments

Extremely limited detail available on this central agency.
Single year only.
Not usual coverage for a corporate plan.
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Strategic/Corporate Plan Content

Agency/Department

I
I

Australian State

Western Australia Health Department

Period of Coverage

1988 -89
11 pages

Plan Outline

Introduction by Commissioner of Health
Our purpose
As the principal health authority for Western Australia to protect, promote
and restore health, and to provide care for the sick and disabled through
the delivery of high quality and efficient health services to the people of
WA
Our Goals
Our principles
Program description, objectives & broad strategies for
Health Surveillance & Protection
Health Promotion
Community Health
Hospitals
Hostels and Nursing Homes
Policy & Planning
Resources
Some specific strategies for 1988/89

Comments

Strategic framework used to present a set of single year program plans
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AnnexB
Applying the Hax Strategic Planning Model To Centrelink
June 1998
Hax Strategic Planning Model
The Corporate Strategic Planner is a software application is based on the Hax and Majluf (1996) planning
schema for commercial firms. A diagram of the complete planning process incorporating corporate,
business and functional level planning, strategy formulation and budgeting is shown in Figure B.1. The
program is designed to be used at the corporate level of the organization but can be used by in self
contained sectors or divisions of large and diversified organizations (EDS, 1994). A table of the Hax
model planning sequence is shown in Appendix 1: EDS advises that 'strategic planning groups may
customize the planning process, completing only desired steps' (EDS, 1994: 2).

Planning
Perspectives

Strategic &
Operational
Budgeting

Strategy
Formulation

Corporate
Strategy

Corporate Strategic Thrusts
& Performance Objectives

Business
Strategy

I Mission

-Horlzontal Strategy &
Vertical Integration
revisited
-Resource Allocation &
Portfolio Management
-Budgeting Guidelines

Budgeting
Consolidation
& Approval

I
Environmental
Scan

Functional
Strategy

Figure B.l Hax and Majluf Planning Schema (1996)
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Centrelink Background
Centrelink was established in 1997 to provide brokering solutions and services to the public through a
purchaser/provider arrangement with Government departments. It aims to be a one-stop shop, or at least a
first-stop shop, for government services by optimizing its range of products and ensuring high customer
satisfaction with innovative and comprehensive services. Centrelink supplies information on the
implementation of policies including customer reactions to its clients who advise the Government on
policy effectiveness. Client agencies work with Centrelink to develop products and service performance
standards.
Centrelink's major role is to assess and pay benefits to various customer segments of Commonwealth
departments and agencies including DSS, DEETYA, DPIE, ATO and DVA. Over 900/0 of its business is
directed and funded by DSS and Centrelink has established pilots for providing specialized services for
family and retirement customers. As well, the agency makes over 200,000 pension payments to
Australians overseas.

Staffing.

Centrelink's initial staffing comprised transfers from DSS (22000), DEETYA (2500) and
Health and Family Services (300-400). External recruitment for specialized areas is undertaken from the
private sector or other public bodies as required. Centrelink has adopted a teams-based approach to enable
a common and efficient working culture in the customer service areas.

Customers
Centrelink provides a wide range of services to over 5 million Australians. These include
services to the retired, disabled, aged, unemployed, childcare assistance, family payments and rural
assistance (farm family/ drought assistance). This is a wide demographic range which is sensitive to policy
changes by the portfolio executive. Centrelink is developing pricing strategies which will affect revenue
and service provision and media.
Funding
The Government provides Centrelink with running cost funding through Business
Partnership Agreements (BPA) with its Client Departments or Agencies. The BPAs contain agreed fee for
service criteria in the form of price per service per customer. (The advent of accrual budgeting will further
define Centrelink's costs of service.) Hence, Centrelink is sensitive to customer numbers, particularly
unemployment rates, which drive resource planning and usage. Moreover, Centrelink is obligated to pay
an efficiency dividend of 11% per year of its base running costs to the Government from 1999/2000 based
on projected economies arising from the amalgamation of major service delivery organizations.
Barriers to Entry

There are minimal entry barriers for any organization to begin activities in
competition to Centrelink. However, unless Centrelink's quality of service falls well short of standards,
competition would find it extremely difficult to reduce the Agency's monopoly given the Government's
support for its establishment as the new face of Government service delivery. If a client wishes to take its
business elsewhere it would need to provide a reasonable period of notice to Centrelink and renegotiate its
relatively long term service agreements with Centrelink, and perhaps compensate the Agency for
substantial changeover costs.

Competition I Substitutes
Competition for Centrelink can arise during negotiations, or at the end
of existing agreements, with client departments. The potential for competition from Australia Post,
Chemists, Banks and Insurance Companies is strong for various components of service delivery. Equally,
there is potential for forging strategic alliances with these bodies.
Buyers and Suppliers

Centrelink operates under a purchaser/provider arrangement with the
Government as owner/funder and the client departments as purchasers of Agency services. Centrelink is
its own supplier and co-manufacturer of products for its citizen customers. Annual and continuing
satisfaction surveys are conducted with Centrelink's customers to ascertain service or policy inefficiencies
and the results are passed to the client buyers. Centrelink's personalised service network of over 400
offices represents a significant competitive advantage in supplying services and the organization is
planning to introduce larger nurnbers of smaller offices and community agents to enhance its operations.

Technology
Centrelink operates the largest IT network in the Southern Hemisphere and has
on-line links with DSS, DEETYA and ATO which are used to update and cross-reference information on
Centrelink's huge database of customers. Centrelink is establishing links with state and local government
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bodies to make deductions for utilities and other services including indigenous housing services from
customer payments. The organization plans to expand its Electronic Service Delivery options for
customers by allowing customers to update personal and routine information directly through the Internet
and using automated services in Call Centres. Centrelink is also developing facilities for Smartcards with
PIN authentication for transactions to reduce overheads and improve customer access and satisfaction.
Overshadowing all of Centrelink's planning is the Government's requirement to test the market for
outsourcing its IT infrastructure and maintenance activities.

Corporate Strategic Planning for Centrelink
This analysis will use the Hax Corporate Strategic Planner to examine corporate-level planning for
Centrelink over the period 1998-2003. Planning processes are divided into four main sections:
1. Central focus of corporate strategy
2. Environmental scan
3. Internal scrutiny, and
4. Formulation of corporate strategy.

1. Central Focus of Corporate Strategy
Centrelink is regarded as a Firm and the timeframe defined for this analysis is:
1997 (formation of organization)
1998
2003

Past: back to
Current year is
Future forward to

2. Environmental Scan
The purpose of the environmental scan is to diagnose the general health of the primary industries in which
Centrelink conducts its business. The aim is to build a list of the opportunities and threats facing the
organization.

Geographic Segmentation
Centrelink is a Federal statutory authority which provides assessment and payment of benefits to eligible
persons, within or outside Australia, who qualify under Commonwealth legislation. Geographic
segmentation for the agency extends to all Australian States and Territories with a separate category for
overseas beneficiaries services by Centrelink.

Identification and Analysis of Economic Factors
Critical economic factors describe the economic conditions affecting Centrelink's areas of operations and
quantify the historical and future performance of each factor to facilitate an economic analysis of each
geographical area. The analysis is based on the most likely scenario. Optimistic and pessimistic scenarios
are provided as alternatives. Economic outlook data for Australia over the period 1997-2003 is shown in
the following table.
Economic Outlook Data
Australia
GNP ($m)
GNP (% growth)
Inflation (CPI)
Unemployment %
Disposable Income ($m)
Disposable Income (%
growth)
Population
Population (% growth)

1997

1998

1999

2000

2001

2002

2003

498844
5.07%
0.28%
8.57%
335018
5.53%

518878
4.01%
0%
8.13%
345508
3.13%

542487
4.550/0
0.20%
7.72%
360468
4.33%

567170
4.55%
0.25%
7.34%
376077
4.33%

592976
4.55%
0.30%
6.97%
392361
4.33%

619957
0.30%
6.62%
409350
4.33%

648165
4.55%
0.30%
6.30%
427075
4.33%

18532247
1.25%

18761100
1.23%

18965500
1.09%

19168200
1.07%

19369200
1.05%

19567800
1.02%

19764900
1.01%

4.550/0
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Details of these data are as follows:
GNP. The figures show a continual improvement in economic conditions of the Australian economy
with a steady rise in GNP of approximately 4.55% per annum (Regional Population Growth - Australia,
1998; National Income, Expenditure and Product, 1998. An increase in GNP indicates an overall
improvement in economic performance, resulting in increased job opportunities. This should lead to a fall
in the unemployment rate subject to fluctuations in the 'worker participation rate' (the number of people
actively in employment or looking for employment).
Inflation
The annual estimate of national inflation for the year 1997 is 0.28% and 0% inflation for
1998 noting that inflation is traditionally highest in the first quarter (Consumer Price Index, 1998). In 1999
the figure is estimated to be 0.20% based on Asian economies stabilizing and currencies strengthening
resulting in Australian imports becoming more expensive and hence price rises. Estimates for 2000 and
2001 are 0.25% and 0.30% respectively as Asian economies stabilize further.
Unemployment The tables show a gradual reduction of about 0.5% annually in national unemployment
from 1997 to 2003. (Australian Economic Indicators, 1998.) Rates of unemployment are expected to
differ between States with South Australia actually increasing its rate in the short term and larger falls in
Queensland, NSW and Victoria than in the other states. Unemployment figures are key economic
indicators for Centrelink. Government funding for the unemployed is based directly on Treasury forecasts.
As unemployment falls, participation rates are expected to increase. Centrelink will need to offset this
reduction in revenue by writing new business noting that overall numbers of unemployed may increase or
remain constant despite a percentage drop in unemployment rates. Alternatively, the Agency may need to
reduce excess staff to live within its reduced revenues.
Disposable Income
The likely trend is for an average growth nationally in disposable income of
approximately 4.33 % per annum. (Australian National Accounts - State Accounts, 1997; National Income,
Expenditure and Product, 1998). An increase in GNP and fall in unemployment would indicate a rise in
disposable income and overall increase in the standard of living.
Population
Populations in all states except NT are forecast to increase but the Australian Bureau of
Statistics forecasts a fall in current growth rate of population (Regional Population Growth Australia,
1998; Projections of Populations ofAustralia - States and Territories, 1996) A natural increase in
absolute population numbers is a rise in the base market for Centrelink. This has the potential to generate
additional work and revenue.

Identification and Analysis of Primary Industry Factors
In conjunction with the identified economic factors, the performance of the sector in which Centrelink
operates provides a key to defining its growth and profit opportunities. The major industry factors affecting
Centrelink are shown in the following table.
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INDUSTRY FACTORS
AUSTRALIA
Social Security and
Community Services
Education and Training
Primary Industry and
Energy
GNP ($ millions)
Market Change (M)
Water Supply and
Sewerage (W)
Rent Collection '(R)
Local Government
Administration (G)
Loss of market due to
contestability (C)

TOTAL MARKET =
M+W+R+G-C
Growth Rate (%)
Market Share (%)

1997

1998

1999

2000

2001

2002

2003

5.45%

5.45%

5.45%

5.45%

5.45%

5.45%

5.45%

4.80%
8.13%

4.80%
8.13%

4.80%
8.13%

4.80%
8.13%

4.80%
8.13%

4.80%
8.13%

4.80%
8.13%

498844
51132
0

518878
53185
0

542487
57810
20401

567170
61824
26960

592976
66565
34203

619957
71106
42186

648165
75922
50970

0
0

0
0

0
10443

15833
10918

15999
11415

16163
11934

16326
12477

0

0

0

0

10255

11311

12456

51132

53185

88654

115535

117928

130078

143240

100%

4.02
100%

66.69
100%

30.32
100%

2.07
92%

10.30
85%

10.12
80%

Estimates for the outyears are based on the following assumptions:

Social Security and Community Services, Education and Training, Primary Industry and Energy
(SS, ET, PIE - GNP percentages) Centrelink carries out most of the activities of assessing and paying
Social Security, Community Service benefits and Education and Training services in Australia. Centrelink
activities for DPIE were negligible in 1997 and 1998 but from 1999 it is expected that 5% of DPIE's
services would be channelled through Centrelink and this proportion could increase to 18% by 2003.

GNP

As per Economic Outlook considered previously.

Market Change (M)

1997 and 1998: 100% of the proportion of GNP on SS, ET was handled by
Centrelink. The expected changes for future years are:
1999:
2000:
2001:
2002:
2003:

100% of proportion of GNP
100% of proportion of GNP
100% of proportion of GNP
100% of proportion of GNP
100% of proportion of GNP

on
on
on
on
on

SS, ET
SS, ET
SS, ET
SS, ET
SS, ET

+ 5% of PIE
+ 8% of PIE
+ 12% of PIE
+ 15% of PIE
+ 18% of PIE

Water Supply and Sewerage (W) Centrelink is planning to make authorized direct deductions from
customer payments for utilities such as water, sewerage and electricity services on behalf of power and
water companies. This function begins in 1999 when Centrelink collects 20% of revenues for the relevant
corporations increasing to 40% by 2003. Table extrapolates ACTEW percentage increase in revenue 1997
over 1996 of 5.72% from 1998.
Rent Collection (R)

Centrelink intends to expand its direct deduction of customer rent for State
Housing Authorities to other bodies from 2000. Using the ABS Rented Dwellings figure of 30.18% of total
dwellings 52463 gives 15833. The market will increase in proportion to population growth.

Local Government Administration (G)

The collection of parking and traffic fines for Local
Governments would provide another possible avenue for Centrelink to expand its service mix. Centrelink
expects to be able to service this market in 1999 with revenues of 1.925% of GNP (half the proportion of
outlays on Government admin and Defence)

Loss of Market due to Contestability (C) Loss of market to contestability initiatives of the Government
will affect Centrelink from 2001 when niche providers begin 'cherry picking' the Agency's more lucrative
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business activities. The loss in the market due to contestability is estimated to be 8% at 2001, 15% in
2002, and 20%by 2003.

Market Share

The market share figures for Centrelink show 100% from 1997 to 2000 reducing to 800/0

by 2003.

Broad Assessment of Basic External Factors - Most Likely Scenario
In this section, each of the major external environmental factors affecting Centrelink (primary industry,
economic overview, technology trends, supply of human resources, political forces, social and legal
factors) is assessed in terms of its previous and future impacts and the opportunities and threats presented
against future operations using the most likely scenario.

Centrelink • Primary industry:
Government Agencies

Assessment and payment of benefits for

Past
Formation of Centrelink as a consequence of Public Sector reform
APS reforms have aimed to create a smaller and more effective public sector capable of more efficient and
effective delivery of government programs. The public service is to be more accountable and responsive
to the objectives of government and the needs of the community. (House of Representative Standing
Committee, 1990: 6). Reforms have included the corporatization and contestability of Commonwealth
Government services. Centrelink was established as a statutory authority in 1997 as a manifestation of the
Government's commitment to achieving the highest level of operational and financial efficiency in
providing social and employment services.

Need for management of change processes
Revamping Centrelink, and opening its operations to competition, has generated significant cultural
change. This requires continuing management of structural changes and introducing of customer service
methods to improve relationships with stakeholders, clients and customers.

Exclusive service provider to Government
The delivery of social services in Australia was carried out exclusively by Commonwealth departments
and was seen as a cornerstone of the Australian Public Service's responsibility.

Future

Commercialization of industry through competition between providers after 2000
Centrelink services are subject to competition after the year 2000. However, some regulation of the
industry to ensure certainty of delivery and service quality will be required.

Continued increase in productivity due to technology improvement
Improvements in technology and particularly in IT mean that Centrelink can increase its productivity by
better management of financial resources planning, implementation and control; better management of
Human Resource Development; maintaining large data banks of accessible and accurate information; and
introducing new means of access and communications for customers.

Diversification through delivery of a wider range of services
Centrelink has stated its intention to diversify its services through:
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•
•
•
•
•
•

Expansion of current services: housing authority rent collection, local government rates collection and
public utilities fee collection.
Strategic alliances with States, local governments and private organizations for delivery of specific
services.
On-line links with all clients for updating and cross referencing information and for improving service
delivery.
On-line services to enable direct customer updating of database, online applications for benefits and
interactive solutions for customers.
Call Centre automation (expansion of interactive voice response services)and the development of
more extensive electronic service delivery
Development of personnel identification technology to facilitate contact and product services (eg.
Smartcards)

Continuous improvement in service delivery and efficiency through the discipline of an open market
The prospect of contestability is likely to yield real savings and efficiencies in Centrelink operations by
forcing close examination of overheads and reviewing the productivity of service delivery and
management.

Potential for the development of international operations
Centrelink is aiming to establish world best practice as a brokering authority in the open market and will
be well placed to sell its expertise in service management, marketing and technology to other
Governments, particularly in the developing world.

Increased pressure to extend hours of operations and to provide more flexible services
Increasing numbers of clients and customers and the demand for more convenient services will increase
pressure on Centrelink's service delivery. Current opening hours are unlikely to be adequate and
Centrelink intends to extend its service delivery by providing Internet services that can be accessed 24
hours a day or for extended periods over a 7 day week.

Increasing demand for convenient, easy to access, reliable, and responsive services
In line with economic growth, reduced unemployment, low inflation, an increase in disposable income and
advances in IT, customers will expect Centrelink services to be comparable with the best services available
from the private sector in terms of responsiveness, accessibility, user friendliness, quality, integrity and
relevance (OGIT, 1995).

Opportunities

Become the recognized leader for the delivery of government services and introduce additional and
more innovative forms of service
Centrelink has been designed as the primary agency for Government service delivery. It should be able to
consolidate its monopoly position to enhance its reputation and establish additional services and products
for its existing client base.

To be a one stop shop for all business of Government
Centrelink can be developed to enable customers to access a range of Government services quickly and
effectively at locations that enable one stop business transactions.

To improve delivery to remote areas and to customers who have difficulties dealing with large
Government organizations
The increasing professionalism of Centrelink and the effectiveness of its communication system will
enhance its delivery of services to rural and remote areas of Australia. Also, programs could be developed
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to improve and facilitate services to customers lacking the skills required to relate to modern bureaucratic
agencies.

Threats

Diseconomies of scale due to a decrease in number of customers
Economic growth, improved levels of education and low population growth will reduce customer numbers
and reliance on Centrelink's services leading to diseconomies of scale in organizational design and support
services.

Increasing competition from private service providers
If the industry proves profitable it will attract new entrants and increased competition. This may affect the
ability of Centrelink to develop new and innovative programs while maintaining low overheads.

Economic Overview
The Economic Overview was considered earlier. The key opportunities and threats arising from this
review are as follows.

Determination of magnitude of opportunities and threats
The various geographic segments serviced by Centrelink are differentiated by settlement history, rural
productivity, industrialization and social history. These differences interrelate with each of the basic
factors to present opportunities and threats. For example improving distance communication clearly
enhances Centrelink's ability to deliver its services to the remote areas, while high population and
economically developed areas would benefit from improving assistance to the unemployed, (including
industrial retraining) and meeting demands for services relevant to the homeless, students, and the aged.

Technology Trends
Australians are embracing technological change and are sensitized to developing comprehensive networks
to access global information and services. The international trends are to use IT to improve public access
to higher quality government services. The Government is pursuing this movement and has identified a
range of outcomes from technology convergence including:
•

•
•
•
•
•

integration of computer, video, television and telephone into a single low-cost access device attached
to a network;
high-capacity, interconnected communications networks offering low-cost bandwidth on demand;
the globalization of networks, enabling universal connectivity throughout the world, similar to today's
telephone network;
increasing sophistication of desktop, portable and hand-held devices;
mainframe computers becoming interconnected repositories of data; and
universal use of mobile devices supplanting fixed networks. (GGIT, 1995 p. 6):

The public will expect government electronic services to be comparable with the best services available
from the private sector and will be less tolerant of delays, mistakes or long or complex processes. They
will expect individual treatment and to be offered a range of relevant personal options. The challenge is to
respond to changing customer needs and expectations while retaining the 'human face' of government. In
particular, agencies will need to find the appropriate mix of complementary services encompassing
electronic as well as personal service.
However, there are also risks and concerns with these developments in service delivery, notably privacy,
confidentiality and security. There are risks of unauthorized access to personal information over
interconnected electronic networks and agencies will need to satisfy customers of the security of new
networks as well as stressing the convenience aspects. A 1997 ABS Survey estimated that there were 4
million Australian home users of computers of whom 300,000 (7.5%) accessed the Internet, 200,000 (5%)
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used electronic mail and 100,000 (2.5%) accessed other online services/databases. More recent surveys
indicate that Internet connections have grown to more than 1.25million during 1998.

Past

Complex benefits application and payment procedure
Previous procedures for applying for benefits were based on paper forms and tended to be complicated and
cumbersome.

Diversified information, access and delivery points
Services have been delivered at separate sites or by visiting services as part of a large, decentralized
regional network.

Future

New technology allows for development of strategic alliances
The evolution of high-capacity networks, coupled with the integration of personnel computers with
telephone and television allows Centrelink to build an integrated on-line systems with other government
agencies or private firms.

Kiosk technology and On-line services
Kiosk technology comprising a computer and a display should become more prevalent. Kiosks can be
placed in public places in urban and rural areas such as shopping malls, individual shops, bus interchanges
or railway stations. This technology will allow Centrelink's customers to access services easily and
quickly.

On-line links for updating and cross-referencing information
Integrated systems of IT will enable Centrelink and its clients to transfer large amounts of current customer
and performance information.

Development of personal identification technology
Personal identification techniques are developing allied systems which contain all relevant customer
details and transaction histories. The development and widespread introduction of individual Smart Cards
would greatly reduce access times for customers and reduce personal contact with the agency.

Expert Systems to facilitate and determine individual entitlement
The development of expert decision support systems using business rules based on legislation would
enable Centrelink staff to streamline customer assessment procedures and ensure that the correct and most
appropriate benefit or service is provided. This would reduce access and contact time and eliminate
granting of incorrect payments and subsequent debts and overpayments.

Opportunities

Technology links with other community service providers allows for coordinated service delivery
On-line link systems between Centrelink and community service providers would prevent overlapping and
competing delivery of service. It would also enable more coordinated service delivery.
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Greater access for remote communities
A number of organizations already provide Internet access nationally and regionally for the cost of local
telephone call charges. The introduction of this facility for Centrelink customers will provide greater
equity for the population in urban and rural/remote areas.

Ability to deliver improved access and quality solutions to customers
IT can improve Centrelink's ability to deliver higher quality, case-managed solutions regardless of time or
customer location. Centrelink can be more reactive to customer needs, reduce delays and errors and
simplify contact and service procedures. The existing service network can be restructured to offer more,
smaller offices operating extended hours and complemented by telephone, kiosk and Internet access.

Cost and efficiency saving leading to overall improvement in customer satisfaction
The development and implementation of state-of-the-art IT and associated electronic service delivery
technologies will allow Centrelink to deliver service more efficiently and at reduced cost.

Threats

Concern regarding privacy issues
There is a manifest risk accompanying the introduction of electronic services such as the Internet relating
to customer concerns about privacy, confidentiality and security of their dealings with Centrelink. Some
segments such as the older age group would be anxious about their personal information being
compromised and will need to be convinced that adequate precautions are in place before they fully accept
the new technology. Centrelink will also need to assure Parliament, client departments and the Privacy
Commissioner of the safeguards engineered into the customer records and access systems.

Users reject new technology access methods
New technology advances may not necessarily be accepted by Centrelink's customers despite
comprehensive and sensitive education and assistance programs. This may mean reverting to existing face
to face processes which may have been curtailed as a offset to electronic service delivery. Any rejection or
slower than planned take-up of new systems will delay the realization of savings and operational benefits
to the organization.

Depersonalization of service delivery
The introduction of on-line systems may be seen by some of its customers as a reduction in personalized
service. This reaction will no doubt be picked up by the press and current affairs programs thereby
creating poor publicity and image problems for the Agency.

Potential for service delivery failure through technology interruption or failure
The loss of systems, however minor, will result in interruptions and delays to service delivery and even
rapid recovery will generate backlogs and frustration for both staff and customers. The reliance on
technology without sufficient backup or redundancy will exacerbate the problem and create loss of
confidence and even business.

Supply of Human Resources
Past

Staff employed in Australian Public Service
Centrelink was established to provide a range of customer services that were formerly delivered by the
Department of Social Security, the Department of Employment, Education, Training and Youth Affairs,
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the Department of Health and Family Services and the Department of Primary Industries and Energy.
Traditional Public Service attitudes and service cultures were evident in the implementation of policy
initiatives or continuing legislation despite the structural and other reforms of the APS over the last 20
years.

Minority of HR is from private enterprise to work in specialized areas
In areas such as IT and finance, Centrelink recruited specialized staff from the private sector.

Inflexibility in APS employment
Centrelink was subject to Public Service regulations governing staff service and pay and was unable to
offer flexible terms and conditions to staff.

Future

Decline in staff numbers required
The introduction of revised service options and widespread electronic service delivery will significantly
reduce the number of staff needed by Centrelink.

Greater demand for skilled personnel
Centrelink will require professional managers with business skills and acumen to achieve high
performance and to maintain its competitive advantage. The proposed IT developments will require more
skilled staff to design and build the IT architecture, establish quality service standards, incorporate
business continuity strategies and maintain and update data.

Greater flexibility in employment
Changes in legislation should allow Centrelink to employ staff outside of the traditional Public Service
sphere and to institute tailored employment agreements.

Opportunities

Development and training of new skill base
Centrelink will be able to develop many new management and technical skills for its staff and engage
external sources to meet skill levels in management, IT and communications.

Staff recruitment
Centrelink will be able to form a large pool of staff from the restructure of its operations to undertake IT or
other projects in flexible team arrangements. The reduction in overall staff levels will enable Centrelink to
use associated savings to obtain suitable specialist employees under favourable employment conditions.
These may be temporary or contracted officers depending on the required work and its duration.

Greater flexibility of employment packages
As Centrelink is a statutory authority it will still be subject to Commonwealth legislation and Workplace
Agreement conditions. However it is likely that Centrelink will be able to offer more flexible staff
packages including non-salary rewards.

Greater flexibility of redundancy and dislocation
Redundancy and dislocation in the Public Service are expensive and cumbersome for staff and
management alike. The pending changes to IR legislation and regulations should offer greater flexibility
to reduce costs in these situations.
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Threats

Increased wage demands of skilled employees
Because Centrelink will recruit skilled employees that may be scarce in labour market, the candidates may
seek excessive wages.

Staff more easily attracted to outside employment
If Centrelink does not offer sufficient salary and does not establish a suitable career development system
its employees may be easily to be attracted to outside employment.

Political Factors
Past

Strong connection to Government policy
Government retained exclusive authority and responsibility for the delivery of its programs and Budget
initiatives to the Australian public.

Little emphasis on development of efficiency of service delivery
Policy effectiveness was seen to be paramount with a lower low priority on efficiency and a greater
emphasis on ensuring proper processes and outputs.

Future

Government support for more open competition
The Government will pursue a range of policies designed to increase competition through contestability of
service providers.

Poss:ibly less direct connection for Government policy
Centrelink's establishment as a statutory authority and provider of services means that it is once removed
from direct ministerial control and that it now shares a portfolio responsibility with its major purchaser
department.

Decrease in political nature of delivered services
Government has an interest in distancing itself from sensitive areas which may attract negative community
reactions. The establishment of executive agencies such as Centrelink shift the main responsibility to the
purchaser departments notwithstanding that political imperatives will ensure Parliamentary interest as the
situation demands .

.Opportunities

Continued support for Centrelink as a separate authority
Government is likely to continue to endorse Centrelink role and establishment for the foreseeable future.
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Emphasis on Centrelink as a central focus of excellence of Government service delivery
Centrelink will be able to increase the efficiency of its operations and attract attention through the
excellence of its services.

Threats
Contraction of Budget allocation for Centrelink operations
Centrelink will have to complete for its allocation of funding through client departments if Government
reduces its outlays or the agency will need to find alternative sources of revenue to sustain its operations.
Potential for change of Government
A new Government may review or revoke its support for Centrelink or it may accelerate the schedule for
contestability.
Potential for change of policy direction
A future Government may adopt a different public reform agenda or amend its services policies radically
which may seriously impact Centrelink's plans for the next decade.

Social Factors
Past
Low population growth
In 1986, the population of Australia was 16,018,000 and in 1996 18,311,000 (ABS, 1996). In one decade
(1986 - 1996) the Australian population only grew around 14% or 1.15% each year. In NSW, population
growth was around 12%,8% in Victoria, 21% in Queensland, 6% in South Australia, 21% in Western
Australia, 6% in Tasmania, 15% in Northern Territory and 18% in ACT (ABS, 1996).
Significant breakdown of family
There has been a significant increase in the breakdown of the traditional family unit over the last 30 years.
Relatively low individual saving rate
The saving rate has been historically low and continues to be a feature of the Australian economic climate.

High youth unemployment
Youth unemployment has been a growing and difficult problem despite targeted policies to relieve its
effects. It is closely related to the overall unemployment problem.

Future
Two important demographic trends in Australia are the changing age structure of the population and
government-controlled immigration levels. Increases in immigration levels would lead to higher
projections in population (Kotler, 1998).
Slight fall in rate of population growth
The Australian population growth depends on overseas migration and fertility rates. Although, the
population was almost 16 million in 1986 and may reach between 21 million by the 2006 the ABS
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estimates a slight fall in population growth in all States and Territories. (ABS Australian Social Trend,
1997)

Aging population
The population is aging because of a reduced birth rate and increasing life expectancy. The percentage of
Australians over 60 will rise from 15.5% to 27% (7 million people) by the year 2031. Most major
demographic and socio-economic changes occurring during the next decade will be tied to the baby boom
generation and the smaller 'echo boom' (Kotler, 1998). Current average life expectancy in Australia is
about 73 years for males and 79 years for females (ABS, 1997). The median age in Australia is 32 and is
expected to reach 36 by the year 2000 and the mid-40s by 2031 (ABS, 1997). The changing age structure
of the population will result in different growth rates for various age groups during the decade and these
differences will strongly affect Centrelink's target market strategies.
Estimates of growth trends for the various age groups are:
•
•
•
•
•
•

Children. Preschoolers accounted for 7% of the population in 1992 but numbers will decrease by
2000.
Youth. The number of 10-19-year-olds dropped during the early 1990s and will increase again at the
end of the century.
Young adults. The number in this group declined during the 1990s as the 'birth dearth' generation
moves through.
Early middle age. The baby boom generation will continue to move into the 35 - 49 age group,
creating huge increases. For example, the number of 40-44 year olds will increase by 17 % in 2001.
Late middle age. The 50 -64 age group will grow by 35 % by the end of the century.
Retirees. In 1992, retirees formed almost 12 % of the population. By 2031, the group will comprise
almost 22% of the population. (Kotler, 1998)

Increase in demand for social service in unskilled group
Unskilled numbers may increase in the community limiting job prospects and requiring Centrelink
assistance.

Continuing demand for social service through family breakdown
It is likely that continuing high family breakdown rates will strongly affect demand for Centrelink services.
Opportunities

Development of programs to assist family cohesion
Centrelink may be required to assist in programs to reduce family breakdown.

Development of programs to lessen the effect of economic downturn
Emergency relief programs may be required to counter reduced social circumstances.

Redirection of services to assist youth
Intractable youth unemployment problems may present an opportunity for Centrelink to introduce new
tailored programs to address the problem.
Threats

Continued trend of family breakdown
The number of married couples with children is expected to continue to decline through the 1990s (ABS,
1996). It appears that people are marrying later and having fewer children. The number of marriages
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peaked in 1971 and, despite a growing population, this level was only reached again in the mid-1990s.
Although the vast majority of Australians will marry, the average age of couples marrying for the first time
has been rising. Families with no children under 18 comprise almost half of all families, while those with
no children at all make up about 30 % of all families. Some 65 % of families still have two or more
dependent children (Kotler, 1998). Continuing family breakdown will create the society more dependent
on the social and community services.

Severe social problems caused by economic downturn
Economic problems have the potential to cause a range of social dislocation issues.

Increase in unskilled unemployment
It is likely that the increasing sophistication of society and the economic downturn will cause an increase
in this category of claimant.

Legal Factors
Past

Complicated legislation to deliver social services
Services have been based on many legislative regimes.

Reliance on structured adversarial system of dispute resolution
A range of costly administrative law remedies have been made available to claimants.

Future

Legislative control of privacy of information
It is likely that society will demand greater privacy control on information.

Simplification of legislation
Opportunities exist for Centrelink to initiate reform of the legislative structure which impact on its delivery
of services for client agencies.

Public accountability of Centrelink's decision making
Pressure will be exerted on Centrelink to be more transparent in its decision making subject to the release
of individual information and privacy considerations.

Opportunities

Increased flexibility of payment system
IT advances will allow Centrelink to introduce greater flexibility in its payments to customers.

Simplification of access to information concerning entitlements
Simplified data access technology and restructured processes will increase customers' ability to review
their own records and obtain information concerning individual entitlements.
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Legislative basis for streamlined decision-making
Decision making will be increasingly devolved to Centrelink management and staff.

Legislation Reform
Simplification of legislation governing the entitlement and payment of benefits may be possible.

Reliance on alternative dispute resolution (ADR)
A move away from tribunal-based system could lead to cost and time efficiencies.

Threats

Potential for legal challenges for Centrelink charter
As Centrelink widens its sphere of operations it may attract challenges on a legislative basis.

Government legislation program could fail
There is always the possibility that the Government's legislation program to support Centrelink may not be
supported in Parliament.

Increase potential dispute in commercial context of operations
As Centrelink operates more commercially it will inevitably face business challenges, including from those
seeking to limit its operations to preserve their own market position.

Summary of Opportunities and Threats - Centrelink
Key Opportunities
Primary Industrial Sectors

•
•
•

Economic Overview

•
•
•
•

Technological Trends

•
•
•
•

To be the centrepiece for the delivery of
Government's services and introduction of
applicable reforms
To be the principal one stop shop for the
business of Government.
To improve delivery to remote area and to
people who have difficulty dealing with
bureaucracy
Expansion of Centrelink' s market to delivery
of services for Non-Commonwealth clients
More skill development programs to assist
unemployment
Expansion of fee for service basis operations
Sales of management services and know how
to other service providers (including
internationally)
Cost and efficiency saving, giving overall
improvement in customer satisfaction
Technology links with other community
service providers allows for coordinated
service delivery
Improve access and quality of solutions to
customers
Greater access for remote communities
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Supply of Human Resources

Political Factors

Social Factors

Legal Factors

•
•
•
•
•
•

•
•
•
•
•
•
•
•
•

Development of new skill basis
Training for new skills
Recruitment under favourable circumstances
(wages)
Greater flexibility of employment packages
Greater flexibility of redundancy and
dislocation
Continued support for Centrelink as a
separate authority
Emphasis on Centrelink as a central focus of
excellence of Government service delivery
Redirection of services to assist youth
Development of programs to assist family
cohesion
Development of programs to lessen the
effects of economic downturn
Legislation Reform
Reliance on alternative dispute resolution
(ADR)
Simplification of access to information
concerning entitlements
Legislative basis for streamlined decision
making
Increased flexibility of payment system

Key Threats
Primary Industrial Sectors

•
•

Economic Overview

Technological Trends

•
•
•

•
•
•
Supply of Human Resources

Political Factors

Social Factors

Legal Factors

•
•
•
•
•
•
•
•

•
•
•

Increasing competition from private service
providers
Diseconomies of scale due to a decrease in
number of customers
International economic downturn causing
sudden increase in demand for services
Growth in unemployment amongst unskilled
labour
Depersonalization of service delivery
Concern regarding privacy issues
Users reject new technology access methods
Potential for service delivery failure through
technology breakdown
Staff more easily attracted to outside
employment
Increased wage demand of skilled employees
Contraction of budget allocation for
Centrelink operations
Change of Government
Change of policy direction
Continued trend of family breakdown
Increase in unskilled unemployment
Severe social problems caused by economic
downturn
Increase potential for disputes in commercial
context of operations
Potential legal challenges against Centrelink
charter
Government legislation program could fail
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Alternative Scenarios • Optimistic and Pessimistic Futures for Centrelink
The development of alternative scenarios assumes reasonable stability in economic, social and political
arenas over the next five years. The impact on the Australian economy as a result of the Asian downturn is
difficult to predict and will depend mainly on the extent of trading relationships. Building optimistic or
pessimistic scenarios reviews the same set of basic external factors considered previously with less
probable contingencies and higher risk assessments. It extracts associated opportunities and threats that
could be faced by Centrelink.

Optimistic Scenario for Centrelink
Centrelink continues to provide its services to all States and Territories in Australia.

Economic Overview
Each State has a different economic overview. The inflation rate is predicted to be zero for all States and
Territories in the optimistic future leading to even higher disposable income levels.

Technology Trends
The implementation of modern technology trends will enable Centrelink to achieve:
•
•
•
•
•
•

Enhanced savings, greater customer satisfaction and improved service delivery with staff using
advanced IT and communication skills.
Improved communication processes allowing expanded access for rural and regional customers.
Widespread technology integration with other service providers.
Improved on-line information access system for clients and customers.
Introduction of widespread and effective privacy control mechanisms.
Successful introduction of comprehensive personal identification technology.

Supply of Human Resources
The optimistic scenario regarding human resources would incorporate :
•
•
•
•
•

A significant reduction in the number of total staff to reduce overheads.
Workplace agreements ensuring staff can be employed on flexible terms and conditions.
The organization is able to attract skilled personnel for specialist duties.
Workplace relations are stable and there is a low incidence of industrial relations problems.
Centrelink has a continuing supply of efficient labour at favourable prices.

Political Factors
Under benign conditions, political control and monitoring of Centrelink would mean:
•
•
•
•
•

A favourable and bipartisan political climate.
Continuing strong political support for the organization and its operations.
Required funds are made available from the Government.
Acceptance and successful adaptation to contestable environment.
Centrelink being able to establish an independent culture and meet Government policy requirements.
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•

Significant increase in political interest in service delivery and greater emphasis on the core functions
of the Centrelink network.

Social and Legal Factors
Social changes might include an increase in national saving rate, a reduction in the rate of family
breakdown, a fall in population growth and successful programs to assist the aging and employment
programs for the unskilled group. Legal factors include a simplified legislation program, Government
sponsored ADR programs for service delivery and bipartisan support for legislative programs.

Pessimistic Scenario for Centrelink
Economic Overview
The pessimistic scenario has at least 0.5% inflation, a reduction in growth rates, increased unemployment
rates, reduced disposable income growth and population growth rates for the nation.

Technology Trends
Delays and development problems could fail to deliver the promise of technological solutions for
improved communications infrastructure, personal identification and integration for more coordinated
service delivery leaving a stagnant and struggling network with decreased customer satisfaction levels and
poor publicity.

Supply of Human Resources
Initial plans for HR development may not be achieved resulting in:
•
•
•
•
•
•
•

A sharp increase in surplus staff.
Difficulties in recruiting skilled personal staff.
Significant increases in industrial disputation.
Increases in salary and competition for labour.
Higher cost of staff training.
High cost of downsizing programs.
Difficulties in managing large and complex changes in workplace.

Political Factors
The political climate could change leaving:
•
•
•
•

Reduced political support for Centrelink.
Centrelink under political pressure to reduce services and greater support for diversified, alternative
service providers.
Little Government or community sympathy or support for Centrelink to manage global change
processes.
Additional reduction in funding for running costs and reform investment projects.
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Social Factors
The possible impact of disruptive social changes would mean:
•
•
•
•
•
•

Failure of alternatives to provide social service benefits.
Significant increases in social dislocation.
Unexpected rises in population growth.
Stagnant national savings efforts.
Persistent core problems in family breakdown and youth unemployment.
Difficulties in implementation of programs to assist the aged and long term unemployed.

Legal Factors
Legal problems might occur leading to an increase in difficulties of applying legislation, increasing levels
of disputes with customers causing a drain on limited resources and Government legislative programs
being defeated in Parliament.
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Summary: Definition of Alternative Planing Scenarios - Centrelink

Basic Factors

Pessimistic

Most likely

Optimistic

Economic Overview

•
•
•
•

•
•
•
•
•

Steady economic growth
Slight increase in inflation rate
Gradual fall in unemployment
Stable disposable income growth
Decline in population growth

•
•
•
•

•

Cost and efficiency saving
leading to improvement in
customer satisfaction
Good coverage of remote
communication access
Ability to deliver improve quality
of solutions to customers
Technology integration with other
community service providers
Continued concern regarding
privacy issues
Introduction of personal
identification technology
Greater flexibility of employment
packages
Decline in staff numbers required
Greater flexibility in employment
regime
Ability to recruit under
favourable circumstance

Technological Trends

•
•
•
•
•
•
•

Stagnant economic growth
Sharp increase in inflation rate
Increase in unemployment
Decrease in disposable income
growth
Increase in population growth
Communications infrastructure slow
to developed
Slow technology improvement
Service delivery stagnant
Customer demand increased privacy
protection
Failure to effectively introduce
personal identification technology
Inability to achieve technology
integration in providing coordinated
service delivery

•
•
•
•
•

Supply of Human
Resources

•
•
•
•
•
•
•

Enhanced cost of downsizing
programs
Difficulty in managing changes in
workplace culture
Increase in surplus staff
Difficulty in recruiting skilled
personnel
Significant cost of staff training
Industrial relations disputation
increases significantly
Increase in salary and competition

•
•
•
•

•
•
•
•
•
•
•
•
•
•
•
•

Strong economic growth
Stable inflation rate
Remarkable fall in unemployment
Increase in disposable income
growth
Strong fall in population growth
Enhanced cost saving and service
delivery through IT and
communications improvement
Improved communications allows
greater rural and regional access
Specific technology integration
with other service providers
Improved On-line information and
access system
Centrelink introduces effective
privacy control mechanism
Good introduction of personal
identification technology
Ability to employ staff on flexible
terms and conditions
Significant reduction of total staff
numbers
Ability to attract skilled personnel
Improvement in industrial relations
climate
Continued supply of efficient
labour at favourable prices
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Political Factors

•
•
•
•

for labour
Weakened political support for
Centrelink
Little Government and community
support for Centrelink in
environment of contestability
Centrelink under political pressure to
reduce services
Reduction in funding

•
•
•
•
•
•

Social Factors

•
•
•
•

Legal Factors

•
•
•

Significant core problems in family
breakdown and youth unemployment
Difficulty in implementing program
to assist the aging and the chronically
unemployed
Unexpected rise in population growth
Stagnant individual saving rate

Increase in difficulties of applying
legislation
Increase level disputes with
customers causing drain on resources
Government legislative program
defeated

•
•
•
•
•
•
•
•

Favourable political environment
Government supports more open
competition
Availability of adequate funding
Gradual adaptation to
environment of contestability
Ability to become a separate
authority
Increase in political interest in
services and emphasis on core
function of the system

•

Stable rate of family breakdown
Introduction of programs to
access to assist the aging
Introduction of employment
program for unskilled group
Fall in population growth
Stable individual saving rate

•

Lessened difficulties of applying
legislation
Shift towards reliance on
alternative dispute resolution
(ADR)
Adequate support for applicable
legislation programs

•
•
•
•
•

•
•
•
•
•

•
•

Continuity of favourable political
environment
Strong political support
Required funds for operation are
made available from Government
Successful adaptation to
environment of contestability
Centrelink able to obtain
independent culture and to affect
Government policy
Significant increase in interest in
service and emphasis on core
function of the system
Rapidly lessening rate of family
breakdown
Successful introduction of
programs to assist the aging
Successful introduction of
employment programs for unskilled
group
Expected fall in population growth
Increase in individual saving rate
Government introduces legislation
simplification program
Government sponsors ADR
programs concerning service
delivery
Bipartisan support for applicable
legislation programs
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3. Internal Scrutiny
Centrelink's Mission Statement:
Centrelink's mission statement defines the role and purpose of the organization. It is formulated from a
knowledge of the scope of its business and an analysis of its unique business competencies. This process
examines the competitive domain in which the business operates and developing key tangible and
intangible resources. Centrelink's success will be measured by the performance of its competencies which
differentiate its services from those of potential competitors and set the foundations for sustainable
competitive advantage.
The Hax model looks to identify existing and new products, markets, geographic locations, and unique
competencies. A major step is to analyze current and desired scope and capabilities as preparation to
assign priorities. Qualitative statements are used to outline the challenges resulting from the changes in
Centrelink's business scope and unique competencies. These challenges contrast existing with desired
conditions and indicate the actions needed to fill in any gaps.

Existing Service scope
Centrelink provides a comprehensive set of legislated products and services to the public. For
convenience, services are grouped by customer segment. The following lists may not be complete due to
the changing nature of policy and product development.

For retired people or people planning retirement
•
Age Pension
•
Financial Information service
•
Pensioner Concession card
•
Commonwealth Senior's Health card
For people in special circumstances
•
Disabil ity Support Pension
•
Carer Pension
•
Sickness Allowance
•
Postal concession for the blind
•
Special Benefit
•
Bereavement Allowance
•
Bereavement Payments
•
Widow Allowance
•
Widow Allowance Class b
•
Partner Allowance
•
Farm Household support
•
Drought relief payment
•
Disaster relief payment
•
Health care cards
For job seekers
•
Youth Training allowance
•
Newstart allowance
•
Mature age allowance
•
Mature age partner allowance
•
Employment service registration
For Families
•
Family Allowance
•
Family tax Payment
•
Double orphan pension
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•
•
•
•
•

Maternity Allowance
Parenting Allowance
Sole Parent Pension
Jobs, Education and Training Program
Childcare assistance and Childcare rebate from January 1998.

For Young People
•
•
•
•

Austudy
Loan Supplement
Abstudy
Assistance for Isolated Children Scheme

Centrelink Service Channels :
Customers can contact Centrelink through one or more of the following channels:
•
•
•
•
•

Centrelink Website provides access to a growing array of information.
Customer Service Centers (over 400 around the country) provide personalized, face-to-face services.
On-line services to lodge forms on-line and Kiosk locations.
Call Centres at 22 sites provide customer services over the phone.
Brokered solutions for all customers matching community services to circumstances.

Existing market scope
Centrelink's current market scope is contained within purchaser/provider arrangements with the following
major government and state departments and their corresponding customers.
•
•
•
•
•
•
•
•

Department of Social Security
Department of Employment, Education, Training and Youth Affairs
Department of Health and Family Services,
Department of Primary Industries and Energy
Department of Veterans Affairs
Department of Workplace Relations and Small Business
Child Support Agency in Australian Taxation Office
State Housing Authorities

Existing Geographical Scope
Centrelink delivers its services across Australia from its network of Customer Service Centres sited around
the country as follows:
•
•
•
•
•
•
•
•
•
•
•
•
•

Queensland Regional (43 offices, 9 multiple offices and 1 Area office)
Queensland Metro (21 offices, 3 multiple offices and 1 Area Office)
Victoria Regional (21 offices, 1 multiple office).
Victoria Metro (49 offices, 10 multiple offices and 4 Area Offices)
South Australia Regional (11 offices, one multiple office).
South Australia Metro (17 offices, 2 multiple offices and one Area Office)
Tasmania (10 offices, 3 multiple offices, and 1 Area Office)
Northern Territory (7 offices, 4 multiple offices and 1 Area Office)
Western Australia Regional (14 offices, no multiple offices)
Western Australia Metro (16 offices, 2 multiple offices and 1 Area Office)
NSW Regional (59 offices, 6 multiple offices and 3 Area Offices)
NSW Metro (41 offices, 9 multiple offices and 2 Area Offices)
ACT (8 offices, 3 multiple offices).

Centrelink's currently also pays benefits to eligible Australian pensioners living overseas.
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Existing Unique Competencies
Centrelink provides a unique mix of government services and products as part of its current monopoly
position. Careful management should allow the organization to differentiate its services and sustain a
competitive advantage over potential competitors. Some of the existing competencies are listed as follows:
•

•

•

•
•

Centrelink has the advantages of a monopoly including economies of scale to enable widespread
efficiencies by lowering business unit costs. Potential competitors would encounter large start up
costs in trying to gain entry into the market.
Centrelink has a large service delivery network in both rural and metropolitan areas for personal
contact as well as extensive telephone and on-line enquiry services through Call Centres and the
Internet.
Centrelink has a very large, complex and reliable computer system, which pays around 5 million
customers every two weeks or 159 million payments a year. It has minimal error occurrences, limited
downtime and low maintenance costs.
More than 24000 Centrelink staff represent the human face of the organization and are its greatest
asset.
Centrelink provides tailored and targeted solutions for its customers. Its substantial resources and
capabilities ensure a broad range of contact, account management and support options including
individual case management,

Desired Market, Geographical Scope, Services And Competencies
Desired Market Scope
The overall aim is for Centrelink to extend its business by increasing the number and scope of
purchaser/provider arrangements including capturing an overseas market. Potential clients include:
•
•
•

State Government, regional, rural and metropolitan community service providers,
Private sector agencies supplying community services.
Overseas public or private organizations seeking service providers within or outside Australia.

Desired Geographical Scope
As a prerequisite to selling its services overseas Centrelink needs to become an organizational benchmark
for high quality services at competitive pricing. One option would be to lease Centrelink's staff to
overseas organizations as consultants to introduce procedures and systems based on proven Centrelink
operations.

Desired Services and Unique Competencies
In line with desired market and geographical scope Centrelink will need strategic motivators to sustain its
competitive advantages over competitors through differentiation and market saturation.
The Commonwealth legislation (Commonwealth Services Delivery Agency Act 1997) authorizes
Centrelink to provide services for Commonwealth departments. An amendment to the scope of
Purchasers would create broader scope for Centrelink services and enable the agency to negotiate strategic
alliances with State and Local governments and even private organizations for high quality, low cost
services. Centrelink could concentrate on the regional and rural sector to provide one-stop shop facilities
in isolated communities. The organization's current capabilities and resources provide a sound basis for
these expansions, especially its well established national system of offices and visiting services.
Centrelink will need to consolidate its current business before it forms alliances and bids for future
contracts.
The following new services and competencies could form part of an innovative and positive approach to
service consolidation and business expansion:
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•

•
•
•
•
•
•
•

Centrelink to provide advanced functionality, 24 hour/7 day electronic access and self service options
to customers. Simple enquiries would be handled quickly and claims would be completed, registered
and an outcome advised to customers on-line.
Smart Cards adopted to facilitate identification, access and service based on current and secure
information provided by individual customers and used in a network of ATM-like kiosks.
Selected customer groups to be able to lodge their claims by phone with other customer groups added
progressively.
Opening hours increased for service centres and call centres with improved multilingual services for
customer convenience and transaction efficiency.
Expert systems introduced to facilitate eligibility assessment for a range of payments.
Centrelink to form strategic alliances with State and Local governments and private organizations to
provide a wider range of products and services to an expanded set of customers.
Centrelink to provide services, support and training for overseas organizations providing government
or community services.
Centrelink to provide exceptional brokering services and personalized solutions to all customers. It
would establish individual customer profiles to best match their entitlements to benefits or arrange
referrals to community based support services.

Centrelink's Challenges
The organization will face a range of challenges when it attempts to move from the existing to desired
business scope and unique competencies.

Challenges arising from changes in service scope:
Scope changes will require Centrelink managers to :
•
•
•
•

Build long-term relationship with existing clients through associations, partnerships and alliances.
Maximise penetration of the community services market through association and long-term
relationships.
Continue searching for new technology that improves existing process and reduces costs.
Redirect resources to areas of personalised service with greater emphasis on improving. staff
knowledge and expertise in telephone and face-to-face customer contact.

Challenges arising from changes in market scope:
Changes in market scope will require business developers to:
•
•
•
•

Develop a strong marketing component capable of finding and capturing potential markets and
customers both domestically and overseas.
Employ marketing intelligence to identify the needs of customer in targeted service markets.
Study and establish distribution channels that match each specific market niche.
Develop strategic alliances with overseas governments to build potential business opportunities for
Centrelink services and expertise.

Challenges arising from changes in geographic scope:
Changes in geographic scope to incorporate a multinational context for operations will require Centrelink
executives to:
•
•
•

Build a culture of responsiveness in overseas customer organizations managed or advised by
Centrelink and instill the need to act competitively and meet customer needs quickly and efficiently.
Conduct marketing and promotion campaigns in countries which may entertain Centrelink activities
and evaluate different management alternatives and likely concessions in targeted areas.
Establish global strategic coordination and integration between headquarters and subsidiaries. Global
integration can be used to leverage investment needs and reduce costs by exploiting economies of
scale.
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Challenges arising from changes in unique competencies:
Moving to new sets of competencies will mean the organization will need to:
•
•
•
•
•
•

•

Seek new technologies and electronic services to maintain competitive advantage and ensure that these
means are cost effective and increase customer satisfaction.
Maintain high levels of R&D in core and corporate maintenance services and particularly in staff
development programs.
Maintain cost reduction strategies for running costs and outsource non-value added services.
Conduct thorough market research and obtain intelligence to build an accurate study of short and long
term requirements for government service within the community.
Ensure internal projects will provide a commercial level return on investment and a quick break-even
point.
Develop an extensive and accurate business model of Centrelink to compare with its potential
competitors - use the comparisons to evaluate market share and identify options to increase its market
participation through acquisitions, joint ventures, strategic alliances and partnerships.
Build high level contractual and business management skills.

Centrelirlk's Mission Statement
The mission statement is a qualitative statement of the overall business position that summarizes the key
points with regard to services, markets, geographic locations and unique competencies. Centrelink' s stated
mission is to:
•
•
•
•
•
•

Provide opportunities for individuals through major transitional periods or events in their lives.
Deliver innovative, cost-effective and personalized services for individuals, their families and
community groups.
Be an organization committed to quality.
Make best use of available dollars.
Listen to the community's ideas for giving better services.
Build a quality relationship between customers and Centrelink.

Centrelink is working to enhance its brokerage services to all customers and enjoys an excellent market
position with its accumulation of community services. Centrelink is cementing its reputation as an
effective service provider despite the political sensitivities attached to its operations. A positive image will
assist its move to expand its activities and consolidate its relationships with existing clients and customers.
Moreover, Centrelink has acknowledged the impact of IT on the extent and success of its operations and is
moving to extensive on-line customer service. Although it is likely that its IT infrastructure will be
outsourced in accordance with Government policy, Centrelink will still control and manage the
development of IT applications for personalized customer service. Also, Centrelink is heavily involved in
seeking community feedback in value creation workshops and seminars which identify customer concerns
and ideas to improve local and national service levels.

Business Segmentation
In the commercial sphere a Strategic Business Unit (SBU) is an operating unit or a planing focus that sells
a distinct set of products or services to a uniform set of customers while facing a well-defined set of
competitors. Centrelink's Customer Segments could be considered to be SBUs as each segment focuses
on a specific group of clients and customers and has specific group of competitors. The segments are:
•
•
•
•
•
•
•

Multicultural Services
Retirement
Employment
Youth & Student
Families & Children
Disability, Rural & Housing
Business Development
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The following business segmentation model examines the impact of each segment at the corporate (C),
business (B) and functional (F) levels of the organization.

Existing Strategy Business Units
•

Business Development

C - Diversification & Growth
B - Identifying new client groups (in existing
client groups)
F - New and improved staff
skills/procedures/policies

•

Focus
C - Development of one-stop shop service for existing and
new clients.
C - Export of intellectual property/technology to similar
business ventures including international operations.
B - Monitor changing economic conditions or government
policy objectives and develop existing clients as well as
meeting the needs of new client groups

Multicultural Services

C - Migrant / Refugee & Access and Equity
issues.
B - Migrant services delivery
B - Liaison with ethnic communities
F - Interpreter services

•

Retirement

CBFF-

Retirement benefits
Eligibility criteria
Transition strategies
Retirement planning

•

Employment

C - Client liaison & policy implementation
B - Efficiencies and effectiveness through communication
F - Delivery mechanisms

C - Client liaison & policy implementation
B - Take account of the demographic profiles
F - Expand/diversify with demographic trend
& delivery mechanisms

C - Client liaison & policy implementation
B - Innovation team should take on integrating policy and

C - Client Department policy/program
delivery
B - Integration/re-engineering
employment/income
Support processes
F - New staff skill/procedure development

F - Case management

• Youth & Students
C - New service initiatives, principles &
strategies for students and young people.
B - AUSTUDY, ABSTUDY, YTI
F - Staff training, skills & procedures

C - Client liaison & policy implementation
B - Service Level Agreements for leveraging delivery
locations and mechanisms
F - Extra skill for delivery agents. Scope for innovation

•
Families & Children
C - Payments & a range of administrative
services on behalf of DSS, H&F Services,
DEETYA & Child support services.
B - Innovative ways of service delivery
F - Customer authentication.

• Disabilities Rural & Housing
C - Family housing, Farm subsidies.
B - Innovative ways of service delivery
F

programs

C - Client liaison & policy implementation
B - Research and Development
F - innovation

C - Client liaison & policy implementation (draught relief,
diesel rebate etc)
B - essentially financial transactions after customer
authentication. Taking account of current policy.
F - electronic funds transfer

Vertical Integration
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Vertically integration defines the boundaries of the organization and determines which capabilities will be
retained and which will be contracted out. Combined with horizontal strategy, the aim is to create
synergies among distinct but related SBUs. Downstream activities need to be highly integrated.

Strategic Business Unit

Competitors

Customers

Business Development

Multinational organizations, other
Government agencies or statutory
authorities, local area service
providers, large non-profit
organizations
Ethnic Community Groups

Potential customers - war veterans,
expatriates, indigenous people,
Ausaid

Retirement

Auspost, Insurance companies,
Banks, DV A, community services

Retirees and those planning to retire

Employment

Local area service providers

All unemployed people

Youth and Students

Universities, Schools, TAPEs,
Auspost

Youths under 25 and students

Families and Children

Local area service providers, Child Low income families, single parents,
orphans, foster families
Care centres, Auspost

Disabilities Rural &
Housing

DV A, Auspost, Health Insurance
companies

Technology Export

Local service providers,
Other Governments(IT service
strategically aligned IT companies. provision)

Multicultural services

Migrants, Refugees and, non English
speaking background people

Disabled people, farmers (subsidies),
government housing.

Possible improvements to vertical integration include outsourcing support functions such as staff payroll
processing and integrating Customer Service Centres with other large service networks such as Auspost (a
franchised network), banks, chemists or libraries to provide a super multi-functional shop front service 
some work along these lines has already occurred with DV A customers attending Centrelink offices.
Alternatively, Customer Service Centres could be diversified in areas where there is little demand to
reducing operating costs noting that face to face transactions are the most expensive form of customer
contact and account processing. Additionally, counselling and financial planning services could be fully
franchised for the organization.
The Call Centres could also be outsourced, however this decision would need to consider that:
•
•
•
•
•

The Centres are a primary and growing means of contact and communication for customers.
Call Centre technology is advancing rapidly, especially in Interactive Voice Response, which will
automate many activities which are currently expensive in staff time and effort.
Centres could be rationalized without a reduction in the quality of service provided.
They are specialized assets and outsourcing would allow potential competitors to gain a competitive
insight of Centrelink operations which would be counterproductive when contestability is introduced.
Call Centres provide a basis for expanding business into other areas requiring voice communications.

Support shared services, such as property management and maintenance and accounting processing could
be outsourced further through local area Service Level Agreements and contracts to reduce overheads and
establish bonds with local communities which could act as barriers to potential service rivals. Core
responsibilities for Human Resource Management, Financial Management and corporate IT (Intellectual
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Property) functions should be retained within Centrelink boundaries as corporate assets and to prevent
rivals obtaining advantages in contestability contests.

Vertical Integration Challenges
Centrelink has three main challenges arising from the suggested changes to vertical integration if it is to
survive in a contestable environment:
•
•

•

Ensuring the privacy of collected data: breaches of privacy affect the confidence of customers and the
organization must ensure it has a highly secure and reliable system
Maintaining a high quality services based on standards set by the community: Centrelink needs to
have monitoring systems in place and to react quickly to any fall in standards or service satisfaction
levels.
Ensuring that partners or outsourced service providers can implement Centrelink's strategies. In
particular the prospect that Centrelink's IT infrastructure and support services will be outsourced
means a degree of control over service delivery systems will be lost and will need to be monitored
closely.

Centrelink needs an innovative management and service culture to meet these challenges. It should
consider leveraging its significant buying power to position itself with suppliers who can assist in
delivering its services nationwide by standardizing the payment and processing of benefits, opting for
aligned and coordinated similar delivery channels, as well as comprehensive counselling and financial
planning services.

Horizontal Integration
The aim of horizontal strategy is to identify potential synergies among the SBUs and exploit the
interrelationships. The following functions are shared across Centrelink SBUs and may be centralized, if
not already, to meet the needs of all segments:
•
•
•
•
•
•
•
•
•
•
•
•

accounting and finance functions
legal
purchasing
human resource management
liaison with the Department of Finance and Administration
fraud prevention
quality control systems
IT policy management
corporate IT control
communications and marketing
property management
evaluation and audit

Integration of these functions would yield substantial savings through reduced numbers of support staff.
Customer Segment Teams should be responsible for the co-ordination of technical training for network
staff to ensure common service policies and practices. These strategies would:
•
•
•
•
•
•

develop systems and guidelines for the implementation of client department policies;
provide marketing support;
provide and maintain the required IT systems;
provide support functions such as finance, accounting, procurement, human resource management and
IT support;
ensure effective customer service and support functions to customers; and
promote a common appearance of Centrelink' s products.
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The payment of efficiency dividends to Government will reduce all budgets and increase Centrelink's
competitive edge for contestability.

Challenges from Horizontal Integration
G"feater horizontal integration will require significant cultural change in Centrelink. At the moment,
network staff specialize in particular areas and pass enquiries on to others if they are unable to assist
customers. Customer segments will need to cross-train their staff in a range of products and provide a
case-managed service with nominated contact officers for individual customers. (This approach is already
under trial as the One Main Contact Model of service delivery.) Systems will need to be upgraded to assist
staff to respond to queries, especially in Call Centres, and minimize internal referrals - this could be
accomplished using a variety of expert systems based on business rules agreed with client policy staff.

Challenges from changes in Horizontal Strategy and Vertical Integration
Managers will need to recognize the challenges arising from the implementation of these fundamental
changes in process and routine, including the following:
•
•
•
•
•

Coordination of theme teams to work to schedule, specifications and strategic goals. Care must be
taken to align infrastructure and staff training.
Change from autonomous groups to networked groups by training staff to become multi-skilled, multi
functional and effective communicators.
Standardize SBU services and products regardless of outlet employing comprehensive competency
based service instructions and associated incentives as possible means.
Effective consultation and communication with staff on developing innovative ideas and initiatives.
Active programs to ensure staff commitment and retain high levels of morale.

Centrelink's Corporate Philosophy
Centrelink's corporate philosophy is a permanent statement issued by the Chief Executive Officer (CEO)
that addresses four main organizational aspects:
•
•
•
•

The relationship between Centrelink and its primary stakeholders.
A statement of Centrelink' s corporate values covering its ethics, beliefs and rules of personal and
corporate behaviours.
Broad objectives of Centrelink's functions.
Issues regarding its style of management, policies (financial), HRM, marketing and technology.

These issues combine to provide a unifying operational basis for the organization and establish vital
challenges to all staff in Centrelink.

Existing Components Of Corporate Philosophy:
Relationship with Stakeholders:
Employees
The main aims for Centrelink staff management are to:
•
•
•
•
•
•

Develop a unified working environment suitable to progress the agency.
Develop clear operating standards for agency staff.
Design an effective organizational structure with clear lines of accountability and responsibility
among staff.
Foster coordination structures for employees.
Minimize the lead-time for offices to become fully effective.
Create an effective working environment that appreciates individual needs and responsibilities.

371

•
•

Develop adequate human resource capabilities to support corporate tasks.
Shape work place policies and agreements by recognizing and managing employees' ideas and
concerns.

Customers
Centrelink will need to ensure that it:
•
•
•
•
•
•
•
•

Maintains customer service levels across all of its offices and call centres.
Develops effective service arrangements supported by agreements with purchaser departments.
Responds to customers with innovative service solutions and excels in service delivery.
Uses a range of service styles and IT to provide the most appropriate options available to a culturally
diverse society.
Provides correct and current information, assessment, referral services and payments to customers.
Listens, solves problems and has respect for customers and always behaves with integrity and
ethically.
Increases customer and community involvement and overall satisfaction levels with services.
Provides transparent review mechanisms for customers complaints, collective customer feedback and
administrative decisions.

Clients
Centrelink managers will need to:
•
•

Comply with government and client guidelines relating to the pricing of outputs and hence resources
required to meet corporate objective.
Promote the organization as the paradigm for government service delivery with its existing and
potential clients.

Suppliers
For Centre link the suppliers are a combination of Government as funder/owner and the client departments
as purchasers for the Agency's services. The organization will need to:
•
•
•

Make best use of its integrated and efficient IT platforms to meet client performance standards at the
same time as improving customer choice and simplifying access.
Be responsive to suppliers needs by ensuring high quality, appropriate, relevant and timely
management information on operations.
Create a performance-oriented organization that is intent on achieving a lasting and effective set of
client relationships.

Corporate values
Ethics
Centrelink staff will be expected to:
•
•
•
•
•
•
•

Show respect for and expect respect from their customers.
Behave with integrity and in an ethical manner.
Be cost-effective and act competitively.
Consider strategic imperatives and act competitively to further the organization's goals.
Be held accountable for decisions and actions.
Offer an evenhanded approach and provide options to customers.
Operate within the law explore common sense solutions.

Beliefs
Staff should learn to:
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•
•
•

Manage risks and learn from mistakes.
Find innovative ways to solve problems.
Search for best practice and work to improve continuously.

Culture
In all activities, staff and managers will be expected to:
•
•
•

Communicate openly and share knowledge.
Encourage and create opportunities for all.
Recognize and respond to customers' cultural and language needs.

Performance Measures
Resource managers will need to:
•
•

Review cost structures and set competitive prices.
Establish a resource management framework and processes to facilitate best practice and optimize
staff skills across Centrelink.

Corporate polices
Management Style
Centrelink has chosen to modify the style and structure of the traditional APS management hierarchy and
. operates more in teams to complement a three level, organizational network.

Organizational Policies
The organization is looking to:
•
•
•
•

Create value for its customers by personalizing service.
Expand the range and scope of human services.
Form new partnerships with client departments and build strategic alliances with other levels of
government and the private sector.
Make fast and accurate decisions.

Human Resources
Effective people management is essential to meet Centrelink's strategies. The support of staff includes
improving:
•
•
•
•
•
•

Advice on HRM policy issue for staff transfer.
Staff skills and knowledge to meet and exceed expected levels of performance in providing customer
service.
People management planning to be integrated with and support Centrelink strategic directions.
Empowerment of line managers and staff.
Recognition and rewards for high level performance.
The availability and capacity of an advanced suite of HR Management Information Systems.

Finance
Centrelink financial management will be crucial in making the organization viable and self sustaining.
Improvements to current arrangements will need to consider:
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•
•
•
•
•
•
•

The widespread introduction of accrual accounting methods and determining explicit unit costs of
service.
Benchmarking financial performance data to underpin the Balanced Scoreboard.
Offsets required in returning an efficiency dividend to government.
Increasing competitiveness by delivering high quality services at reduced cost per customer per
service.
Cost drivers and costing structures
Appropriate pricing structures.
Developing simplified costing frameworks for client budget initiatives.

Corporate objective:
To provide exceptional service to the community by linking Australian Government services and achieving
best practice in service delivery.

Summary of Corporate Strengths and Weaknesses
Corporate Strengths
The following list has been distilled from the previous scrutiny of internal activities. These are the things
Centrelink does well and should be maintained as part of its strategic agenda:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

The organization is the Government's one-stop shop provider of choice for a wide range of Federal
clients.
The size and scope of Centrelink offers good economies of scale.
It enjoys almost complete market share.
It offers information brokerage and referrals.
It has a comprehensive and widespread network of over 400 offices and 24000 employees.
The IT infrastructure is the largest in the Southern Hemisphere.
It has potential to greatly increase horizontal integration and customer service hours.
The business lines are well integrated.
It has the potential to exporting knowledge and intellectual property to overseas clients
It has an effective monopoly in its field and a first mover advantage.
There are regular surveys of staff and customers to ascertain levels of satisfaction with operations and
internal support respecti vely.
The Customer Segment teams negotiate performance standards, manage, monitor and report the
business operations of Centrelink and Theme teams provide support and underpin service delivery.
CEO believes that all staff have an integral role in developing and implementing more innovative
ways of delivering services to internal and external customers.
The organization has a strategic vision of its role and future and a nascent planning framework which
has set out its ambitions in a Strategic Plan.
It has innovative IT and technological processing solutions and has the potential to be an exporter of
World's best practice service delivery products and systems

Corporate Weaknesses
Centrelink also has several weaknesses which detract from its competitive standing and should be
managed, rectified or eliminated as soon as practicable:
•
•
•

Current legislation locks the Centrelink to service provision for Government clients.
The organization is subject to Government outsourcing policies in the not too distant future.
It is unable to tender for non-Government work.
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•
•
•
•
•

It is constrained by the historical baggage it brings from the imported DSS and DEETYA cultures and
existing knowledge bases.
While existing business lines are well integrated, they are also fragmented and reflect previous
groupings of customer segmentation from DSS and DEETYA.
The settling-in period has shown a tendency to expect significant change in a short time with resultant
overstretching in some areas.
It is struggling to manage the impact of increased efficiency dividends and will need additional
transition time to downsize and adjust its operational focus to more electronic service delivery.
It needs to tighten existing communication channels.

Value Chain Analysis of Centrelink
As a complementary exercise in internal scrutiny, Hax and Majluf (1996) suggest that Porter's Value
Chain is a useful tool to analyze the tasks performed by a business organization and the determination of
value, if any, that these tasks provide for the business. It also allows the planner to gain an idea of the
sustainable competitive advantages and market scope an organization possesses, compared to the external
and largely uncontrollable forces that may make the industry attractive to the business organization.
The Value Chain uses nine fundamental categories to describe the lifecycle tasks performed by an
organization. There are five primary categories involve product development, delivery, marketing, sales
and service (Inbound logistics, Operations, Outbound logistics, Marketing and Sales, and Service) and the
four support categories provide support such as coordination and training (Firm Infrastructure, Human
Resource Management, Technology development and Procurement). The intersection of each primary
category and a support function represents an opportunity for the organization to increase product value
when the total cost of product creation is less than the buyer's contribution.

Relationship
Firm Infrastructure

Support

Human Resource Management

Functions

Procurement
Technology Development
Inbound Logistics

Operations

Outbound
Logistics

Marketing &
Sales

Service

Primary Activities
Basic Value Chain Matrix (porter,1985)
Porter's analysis uses generic strategies to assess each intersection. The strategies of lower cost or
differentiation can gain competitive advantage and combine with the organization's focus on market scope
to define the value added to the product; that is the strength or weakness relative to its competitors as either
a cost advantage or differentiation capability. The market scope of Centrelink defines the area within
which it wishes to gain a competitive advantage.
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COMPETITIVE ADVANTAGE

MARKET Broad
SCOPE

Narrow

Cost

Uniqueness

Cost leadership

Differentiation

Cost focus

Differentiation focus

Generic Strategies for Value Chain Analysis

A competitive advantage in cost leadership for Centrelink implies that the 'manufacturing' activities
associated with their products are sources of cost advantage which are significantly better than their
competitors. Alternatively, differentiation of Centrelink's products implies that they are unique to the
buyer and are valued more than simply having a lower price.
Centrelink has a unique competitive advantage in that its current clients are obligated to use Centrelink for
the immediate future. Centrelink's products are effectively differentiated as cost is not a predominant
issue. However, this is an external force, and Centrelink can not rely on this situation continuing.
Centrelink's primary generic strategy appears to be cost focus rather than cost leadership at this stage. The
agency was created by the government to deliver lower cost community services and the efficiency
dividend was used to reap the savings of combining service delivery. Centrelink's current market is
essentially narrow noting its legislative charter and that the government prefers Centrelink to deliver its
services to the public.
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Firm
Infrastructure

HRM

Technology
Development

All managers support new concept
History of business
Flexible decision making
Workplace agreement in place
Multicultural workforce
Continuous improvement programs

Cost effective MIS
Flat structures
Simplified planning practices
Intense and effective staff training and development programs

Investment in technologies for improved service delivery
Innovative R&D in core systems
Market research
Online systems
Quality image
Dominant product positioning

Procurement

Client funding &
policies
Ministerial input
to policy
Community
input to policy
programs

Inbound
Logistics

Policy boundaries
Conversion of policy
& funding to programs
Large economies of
scale in operations

Operations

Low cost service
delivery
Virtual organization
Service options:
personal,
online,
Call Centres,
Kiosks.
Rapid & flexible
service delivery

Outbound
Logistics

Well trained service
force
Product and service
pricing
Customers- one stop
shops, quality image,
community links.
Clients - legislative
protection

Marketing

Easy access
Customer feedback to
clients & Government
Ongoing staff
training

Service

&
Sales

Centrelink Value Chain Analysis
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Value Chain Primary Activities
Inbound logistics
Centrelink receives departmental funding and departmental policy as raw material and processes them into
products and services (payments, allowances, advisory services, etc). It also receives policy from the
Minister and from community consultation and feedback.

Operations
Centrelink's operations transform the inbound logistics into a product, or community service. Centrelink's
operations appear to be divided into three major activities:
•

Client Department policy and service performance criteria: Centrelink is bound by quality, quantity
and performance standards contained in Budget initiatives, legislation and BPAs. Generally, the client
dictates what needs to be done and Centrelink determines how the services are delivered.

•

Converting policy to product: The agency converts policies into specific programs for customer
segments including intensive IT support systems for network staff. This process is effectively product
design which puts a practical spin on general policy intentions in the form of entitlement criteria,
payment levels, application requirements, deadlines and reviews. PR campaigns and training material
are also prepared and on-line training is conducted for service outlet staff. Considerable effort is
needed to coordinate new IT releases or changes to payment scheduling or processing.

•

Centrelink has extensive scales of economy and cost benefit potential for delivering client department
community services which are major advantages in gaining future business.

Outbound Logistics
Centrelink does not warehouse its finished products in the traditional manufacturing sense but distributes
them, directly or indirectly, to the public or other customers.
•

Centrelink aims to operate as a virtual organization' by using different, convenient and low cost access
media. It expects to increase customer satisfaction by working smarter, streamlining access and
providing rapid and flexible service delivery after initial eligibility is established. Service options, or
distribution, include:
•

Face to face meetings will still be required to resolve the more complex customer circumstances
or situations; for customers who do not have electronic access; or, for those who prefer not to use
the other distribution methods.

•

Call Centres are being used nationally to extend access hours for the customer without increasing
working hours for Centrelink staff by taking advantage of time zones and improved
telecommunications technology. Call response times present a major difficulty to be overcome.

•

Online contact with the agency through the Internet allows access to information and products, 24
hours/ 7 days a week. Links to enable customers to update their personal records are being
developed with emphasis on privacy aspects.

•

Kiosks provide ATM-type remote access in convenient locations without the need to establish full
office services.

Marketing and Sales
Centrelink's marketing and sales must consider both customers and clients. These needs are not necessarily
exclusive and reflect the agency's position in the industry.
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Centrelink customers are very interested in the products and associated services even though they do not
pay for these products or services. Their concerns centre on access to information, contact with the
agency, timeliness in processing initial and continuing applications and ongoing service delivery.
Centrelink has responded to these demands (customer satisfaction equals client satisfaction) through the
following marketing:
•

As a one stop shop, Centrelink is positioning as a broker of information, a position which has
attendant efficiency returns due to economies of scale. Centrelink is promoting the one stop shop
concept through advertising to establish strong community relationships an image of outstanding
quality and round the clock electronic accessibility.

•

Centrelink' s marketing strategy also aims for the organization to be the preferred information starting
place for people seeking assistance in the community. This awareness and experience should lead to
continued patronage in the future and attract additional clients.

Centrelink's clients pay for the services Centrelink provides and the agency needs to price its services
competitively to retain its business in the community services delivery industry. Although it currently
enjoys a monopoly Centrelink must ready itself for competition and protect its as the preferred service
provider. It will need to secure customer loyalty and ensure that its costs of delivery are as low as possible.

Service
While training, installation and repair of Centrelink products are not necessary, , the agency has other
responsibilities in 'after sales' service.
•

Centrelink need to continue to provide easy access to information to customers and clients for
Centrelink to continue to provide easy access to information. This accessibility will become a major
source of clients and customers in the future.

•

Centrelink must continually consult its clients, customers and the community to maintain its market
position. Actively listening to feedback, complaints and suggestions, and being seen to respond, will
help to secure the agency's future position.

Value Chain Support Functions
The support functions of Centrelink provide the structure and management principles to drive and support
the primary tasks. The intersection of support functions with a primary task allows the supporting strategy
to be compared and confirmed with Centrelink's overall cost focus strategy.

Firm Infrastructure

The infrastructure function applies to all primary activities and complements the cost focus strategy.
•

All levels of management in Centrelink agree with the need to change and to redevelop the cultural
ethos and methods necessary to survive in a deregulated industry. This support is crucial in
positioning Centrelink to achieve its stated goals and to maintain its desired industry position.

•

Staff are being given greater delegation to determine claims and processing issues at the operational
level thereby providing greater flexibility and efficiency.

•

The agency has unique competencies in the welfare and employment service industry which have been
accrued from a long history in DSS and DEETYA. Staff assets contribute markedly to the agency's
competitive position.
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•

Centrelink has recently updated its financial Management Information System (Infolink) and is
replacing its HRM MIS with a modem, Y2K compatible system; both MIS will accommodate accrual
accounting requirements.

•

The agency is continually reviewing its structures to align policies with service delivery. It has settled
on a three tier structure of National, Area and Regional organizational levels but has flattened the
internal strata to improve communications.

•

Simple planning procedures and practices have been implemented and specialized, high level group is
continuing to monitor local and overseas development which may benefit the strategic aims of the
agency.

Human Resource Management (HRM)
HRM also applies across all five primary activities and supports the cost focus strategy. The major HRM
policies are as follows:
•

Centrelink has a culturally diverse work force which reflects the demographics of its customer
segments. The organizations encourages this multicultural mix in its staffing to ensure it maintains
empathy and consideration with the community in general.

•

Centrelink has implemented training and development programs designed to keep staff current with
modern technology as well as new policies and assessment procedures. The programs ensure that staff
remain focussed on meeting client aims and satisfying customers.

•

All Centrelink staff are employed under a workplace agreement developed in conjunction with staff
associations and in line with Commonwealth employment award guidelines. This provides stability
and career structures for staff and allows Centrelink to attract new staff as necessary.

Technical development
Centrelink has set itself challenging goals for developing new service media for its customers and support
tools for its staff to. The technical development support functions concentrate on Outbound Logistics,
Marketing and Sale and Service with innovative R&D programs for its core service. All of these
developments are in line with Centrelink's strategy of cost focus and include:
•

An Online lodgment system for employment services customers to facilitate lodgment and processing
of applications. The aim is to improve responsiveness and efficiency while lowering overhead costs.

•

A Web Post Office to assist youth and student customers with advice on their eligibility, entitlements
and payment status.

•

Continuing market research activities requiring strong technical control and manipulation of the
research collected.

•

Call Centre technology improvements to enable Interactive Voice Response facilities to update
personal information or lodge continuing eligibility forms.

Procurement
In the traditional manufacturing sense, Centre link procures items in support of some of its primary
activities. It does not procure any items of significance for Inbound Logistics or Operations but does for
activities directly associated with product manufacture. This is a positioning tactic and in line with the
cost focus strategy of getting the community to use Centrelink as the preferred first point of contact.
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•

Centrelink has conducted a concentrated advertising campaign to introduce itself and presenting a high
quality image to the general public. This has involved designing, developing and procuring the image
for Centrelink and advertising through the usual media outlets.

•

Centrelink has been positioning itself as the dominant and preferred deliverer of community services
and first point of contact for customers in transition. Procurement activities support Marketing and
Sales and Service activities.

Centrelink Value Chain Conclusions
Based on a review of Centrelink's internal organization and procedures against the Value Chain, the
agency's separate strategies appear to be in line with its generic strategy of cost focus. There is no obvious
conflict between Centrelink's tasks and its stated goals.
Centrelink is operating in a narrow market in that it is only providing access to community services. This
may change in the future when it expands to other products and widens its market.
It may be argued that Centrelink could position itself for a differentiated focus for the future from its solid
cost focus basis. This would depend on the type of products and services involved and is not considered
relevant at this stage of its lifecycle.
Overall, Centrelink's competitive advantage appears, primarily, to be its economy of scale in product
design and delivery. This situation will no doubt change when real competition emerges and market share
is affected.

4. Formulation of Corporate Strategy
Corporate strategy is a set of corporate strategic tlnusts which translate the organization's broad direction
into practical instructions. It embraces all previous analyses from the environmental scan and internal
scrutiny. The Hax model contrasts the current state with a desirable future in a process to define
challenges those changes generate for the formulation of corporate strategy. The corporate strategy
addresses three imperatives - leadership, economic and managerial - in shaping the vision of the firm,
highest profitability levels and assuring proper co-ordination and managerial capabilities.
Centrelink's corporate performance objectives define the key indicators to evaluate the managerial results
and assign numerical targets. These objectives can be quantitative or qualitative: quantitative measures
relate to the short term effectiveness of the firm, as well as its long-time survival and development;
qualitative objectives relate to managerial capabilities such as human resources, technology and marketing.
Both types of objectives have been examined for Centrelink based on actual figures for 1998 and projected
figures for 1999-2003.

Defining corporate strategic thrusts
Corporate strategic thrusts represent the primary issues and challenges that should be addressed within the
timeframe of the organization's corporate plan. The foregoing internal scrutiny and external scan combine
with Centrelink's Strategic Plan to provide the foundation for the organization's strategic thrusts to 2003.
Firstly, the key areas of management responsibility in both primary and supportive functions are
considered to ensure that these thrusts are given an operational focus. Assigning responsibility helps to
identify those accountable for the achieving identified strategies. Targets are determined in accordance
with the most likely scenario to monitor and measure success against the challenges set by the strategic
thrusts. Key indicators for control are also included with the initial action and proposed milestone date for
completion of the task.
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Management Responsibilities
The theme teams constitute an integral part of Centrelink management and playa key role in supporting
and meeting corporate thrusts There are 10 main theme teams located in the Centrelink National Support
Office each headed by a National Manager. The original teams, subject to organizational change, were:

•
•
•
•
•
•
•
•
•
•

Gateway
Quality
Knowledge
People Management
Finance
Innovations
Communication
Customer service
Strategic
Budgets and Property.

Centrelink organizational unit manager's responsibilities are derived by combining theme team
management responsibilities with customer segment tasks.
The support teams are responsible for the following:
The Gateway Team provides the primary point of contact at the National level for area- based
managers and the service network. The team also oversees communication and other processes at
the National level to ensure that network staff operate within a coordinated and managed change
environment.
The People Management Team is responsible for implementing the Centrelink staffing strategy.
The Quality Theme Team is responsible for generating a sound conceptual and practical
framework which focuses on quality outcomes in all aspects of Centrelink business.
The Customer Service Team is responsible for building and implementing strategies to promote
personalised service to customers.
The Communication Team provides strategic internal and external communication and marketing
support for Centrelink and client departments. The team is responsible for forms design and
publishing, the production and broadcast of Business Television programs, managing national
media relations, markets research activities and managing the corporate image.
The Knowledge Theme Team provides strategic support, including strategies, infrastructure and
processes for managing information assets.
The Strategic Theme Team is responsible for strategic planning and providing strategic advice
and options to the Executive and the Board.
The Budgets and Property Team is responsible for resource negotiation with client departments
and DoFA, resource allocations and usage monitoring, costing Centrelink activities and assessing
business cases, developing and coordinating Centrelink property strategies and managing the
property portfolio.
The Innovations Team is responsible for the Centrelink Website and implementing a support
structure for an innovative culture to provide the basis for new service delivery initiatives and
better ways of working.
The Finance Theme Team provides financial and accounting policy advice, corporate support and
manages accommodation requirements for Tuggeranong Office Park.
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The primary responsibilities of the Customer Segments are as follows:
The Retirement Customer Segment deals with all matters relating to retired people and retirement
planning for those approaching retirement age.
The Families and Children Customer Segment team provides payments and a range of
administrative services on behalf of the Departments of Social Security, Health and Family
Services, DEETYA and the Child Support Agency.
The Youth and Students Customer Segment team is responsible for integrating policy and
programs by designing and developing principles and strategies for services to students and young
people (for example, AUSTUDY, ABSTUDY AND YTI)
The Employment Service Customer Segment is responsible for the smooth delivery of client
department policies and programs, integrating and reengineering employment and income support
processes, monitoring, analyzing and reporting on service delivery performance and providing a
central contact point for client departments and employment service providers.
The Disability, Rural and Housing Customer segment is responsible for coordinating and
developing the delivery of services to customers with disabilities, carers and recipients of special
benefit.
The Multicultural Services Customer Segment is responsible for developing Access and Equity
strategies relating to migrant issues, assisting Areas and Customers Segment Leaders on migrant,
refugee and Access and Equity issues, liaising with ethnic community organizations and peak
councils, developing language services and coordinating the Migrant Liaison Officer Program.

Strategic Thrusts
The main strategic thrusts for Centrelink are to:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Focus on partnerships and alliances with client departments.
Maximize market expansion of Centrelink services to all areas of Australia.
Undertake research and development in new technology.
Recruit, train and develop staff.
Develop a quality customer service.
Increase customer, client and community awareness of, and involvement with, Centrelink.
Market Centrelink aggressively at national and international levels.
Ensure Centrelink operates as a viable, competitive and sustainable enterprise.
Improve organizational and cultural integration.

Each strategic thrust is described in the following sections.

1. Focus on partnerships and alliances with client departments
Description: Build and nurture partnerships and alliances with client departments to ensure the
organization delivers the required results and provides value for money.
Primary Responsibility: Account Managers/ Segment Teams. Employment Service Customer Segment.
Supported by: Segment Team Managers and Theme teams, Finance Theme Team, Budget and Property
Team and Communication Team.
Key indicator(s) for management control: The satisfaction level should be maintained between 75%
85% as per the survey.
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Milestone description: Formulation of the questionnaire.
Milestone Date: October 1998.
Some other actions related to meeting partnership challenges include:
Arranging regular liaison between Account Managers and client departments to ensure that client
department needs are being met.
Establishing, through market research, an accurate study of short term and long term requirements
for Government services within the community.
Providing mechanisms for feedback on services provided to client departments and for monitoring
the health of the partnership/alliance relationships.
Encouraging and evaluating client department input into policy and services development.
Evaluating the quality of partnerships in line with agreement parameters.
Developing mutually beneficial agreements to ensure the required services and programs can be
delivered.
Analyzing and assessing risks associated with strategic partnerships.
Developing a quarterly feedback survey for planning departments.

2. Maximize market expansion of Centrelink services to all areas of Australia
Description: To make Centrelink services available in as many metropolitan, regional and remote areas
within Australia.
Primary Responsibility: Regional Managers and all Customer Segments.
Supported by: Area Managers and National executives, Gateway Team and Communication Team.
Key indicator(s) for management control: Centrelink accessibility for more than 97% of the Australian
population.

Milestone description: List of areas not represented by Centrelink, so that Australian Post might be
persuaded to represent Centrelink in those areas.
Milestone Date:

September 1998: List of areas
January 1999: contract with Australia Post

Some further actions related to meeting market penetration challenges include:
Identifying areas which do not have access to Centrelink services.
Enter into partnerships/alliances with key regionalllocal entities.
Alliance with Australia Post, because Australia Post is accessible to more than 99% of the
Australian population through 3600 plus outlets including extremely remote areas.

3. Undertake research and development in new technology.
Description: Search for cutting edge technologies to improve service delivery, business and
organizational processes of Centrelink.
Primary responsibility: IT Manager/ R&D Manager
Supported by: Innovations Team and Quality Theme Team
Key indicator(s) for management control: Number of hits on the web site and all software/ databases
cleared for Y2K.

Milestone description:
Identification of current problems with the web site and ways to enhance its features.
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Identification of software/databases with the year 2000 problem.

Milestone Date:

July 1999: web site
September 1998-June 1999: millennium bug

Some further actions related to meeting technological challenges include:
Identifying strengths and weaknesses of current organizational technology.
Analyzing and assessing risks associated with technological failure.
Undertaking research and development projects to increase awareness of cutting edge
technologies and future technological innovations.
Conveying the value of technologies.
Implementing strategies to overcome the year 2000 bug.
User friendly web site and secured on-line information will enable Centrelink to cut overhead
costs.

4. Recruit, train and develop staff
Description: Enhancement of staff knowledge, expertise and skills.
Primary Responsibility: HR manager/ Training and Development personnel, Employment Service
Customer Segment.
Supported by: Individual staff member/ Team Manager, People Management Team.
Key indicator(s) for management control: Dissatisfaction level of more than 10% should raise concerns
and trigger action.

Milestone description: Set up an internal feedback system.
Milestone Date: October 1998.
Some further actions to meet staffing challenges include:
Introducing and continuing to provide attractive recruitment and retention employment
conditions.
Recruiting experienced staff with the potential and commitment to provide a high level of
customer service.
Providing adequate training and development opportunities to properly prepare and support staff
to carry out their jobs.
Focussing on areas such as: TQM, customer service, leadership, teamwork, creative thinking and
decision making.
Providing opportunities for, and recognizing and valuing the contributions of staff.
Encouraging staff to question the current rules and processes.

5. Develop a quality customer service
Description: Achieving an outstanding level of customer service and becoming one of the most customer
focused organizations in Australia.
Primary Responsibility: Theme teams and Team Managers in HR. All Customer Segments.
Supported by: All staff.
Key indicator(s) for management control: The number of customer complaints received with an
ultimate target of zero complaints. Initial approach may be to aim at least for a reduction of 15% over the
next 12 months.
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Milestone description: Identify customer satisfaction levels by continuing existing surveys and create
temporary customer complaint cells.

Milestone Date: July 1999.
Other actions to address quality service challenges include:
Recruiting experienced staff with the potential and commitment to provide high levels of
customer service.
Providing adequate training and development opportunities to prepare and support staff to carry
out their jobs.
Articulating expected levels of performance and customer service.
Using market research to monitor the needs and expectations of existing and potential customers.
Redesigning business processes and services to accommodate customer and client needs, improve
efficiency and develop the one-stop shop capability.
Protecting customer privacy and confidentiality.

6. Increase customer, client and community awareness of and involvement with
Centrelink.
Description: Inform customers, .clients and community groups of Centrelink's role and value of its
services.

Primary Responsibility: PR/Marketing Manager of Customer Service Team and all Customer Segments.
Supported by: Customer Service Team and Quality Theme Team.
Key indicator(s) for management control: Increase in the number of clients and increase in customer
awareness of available services.

Milestone description: Identification of current client service levels and requirements. Identification of
current customer awareness levels; linked to customer satisfaction survey.

Milestone Date: September 1999.
Some further actions related to meeting awareness challenges include:
Undertaking PR campaigns to increase media exposure.
Becoming involved in sponsorship and other activities to interact with customers, clients and the
community groups.
Developing staff information skills.

7. Market Centrelink aggressively at national and international levels
Description: Sustain existing markets and capture new markets
Primary Responsibility: PR/Marketing Manager/ Account Managers. Retirement Customer Segment and
Multicultural Service Customer Segment.

Supported by: National Executive, Gateway Team and Communication Teams
Key indicator(s) for management control: Percentage of market penetrated and economic indicators.
Milestone description: Implementation and review of marketing plan and identification of new markets.
Milestone Date: January 2000.
Some further actions related to meeting marketing challenges include:
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Developing a strong marketing organization to detect and capture potential markets and keep
existing clients.
Study and establish distribution channels that align with each specific market segment.

8. Ensure Centrelink operates a competitive and sustainable enterprise
Description: Ensure that Centrelink operates on sound economic principles to provide the best possible
return for investment.
Primary Responsibility: Finance Theme team and Budget and property team.
Supported by: All Customer Segments.
Key indicator(s) for management control: Return on Investment should be approximately 12%; new
investment projects should have an Rate of Return of at least 5%; and the organization should maintain
expenditure within proposed budgets.
Milestone description: Identification of new projects with 5%+ ROR and obtaining revenue at least 10%
more than organizational expenditure.
Milestone Date: July 1999.
Some further actions related to meeting economic challenges include:
Introducing policies of cost reduction in running costs and outsourcing non-core services.
Accepting new work with rates of return that exceed government efficiency dividends.
Increasing market participation through acquisitions, joint ventures, strategic alliances and
partnerships.
Increasing business to increase revenues.
Having an resource management framework.
Redesigning business processes.
Ensuring partnerships/alliances provide value for money.

9. Improve organization and cultural integration
Description: Creating a unique organizational culture.
Primary Responsibility: Executive staff, change management facilitators and all Customer Segments.
Supported by: National, Area, regional and team managers, and individual staff members. Gateway Team
and Innovations Team.

Key indicator(s) for management control: Improved work relations and communication within the
organization.
Milestone description: Identification of key areas and work processes to improve communications.
Milestone Date: December 1998.
Some further actions related to meeting integration challenges include:
Continuing to expand the team concept.
Improving people management systems.
Encouraging interaction/cooperation throughout the organization.
Providing staff with channels for communication and consultation.
Creating flexible work force supported by expert systems.
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Linkages To Strategic Thrusts

OPPORTUNITIES:
To be centrepiece for the delivery of Government
reform.
To be one-stop shop for the business of Government.
To improve delivery to remote areas and to people who
have difficulties dealing with bureaucracy.
Improvement in quality of service delivery.
Expansion of fee for service basis operations.
Provision of recruitment services on a fee basis.
Demand for job training services
Greater access for regional and rural customers.
Ability to deliver improved solutions to customers.
Cost and time saving - overall improvement in
customer satisfaction.
Training for new skills
Recruitment under favourable circumstances.
Redundancies
Continual support for Centrelink as a separate
authority.
Legislative reform.
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numbers.
Increasing competition from private service provider.
Decrease in demand for general social services.
Concern for privacy issues
Technology breakdown.
Increased wage demand on skilled basis.
Contraction of budget allocation from the Government.
Potential for change of Government.
Government legislation program could fail.
Possibility of over stretching resources & capacities.
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Monopoly advantages
Large network of offices etc.
Complex and reliable computer systems
Large number of experienced staff
Large number of services and distribution channels for
services.
Strong partnership/Alliances established.
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WEAKNESSES:
1

2

3

Culture problems - integrating staff from other
departments.
Still perceived as stereotypical 'public service
organization. ' .

X

X

Restricted by APS terms, conditions, and requirements

CHALLENGES  SERVICE SCOPE:
Long-term client partnerships/alliances.
Maximum market penetration.
New technology to improve existing processes and
reduce costs.
Enhancement of personalised service.
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Identify and capture new markets.
Identify customer needs in new markets.
Examine and develop distribution channels.

2
X

3

CHALLENGES  GEOGRAPHICAL SCOPE:
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Build strong image nationally and internationally.
National co-ordination.

CHALLENGES  UNIQUE COMPENTENCIES:

I CHALLENGES - SBUs:
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CHALLENGES  MARKET SCOPE:

New technologies to maintain and develop advantage.
Maintain highest levels of R&D.
Sustain cost development policies in general and
administration expenses.
Examine short-term and long-term requirements for
government service within the community.
Develop financial practices that accept only those
projects with returns consistent with government
efficiency returns.
Undertake a detailed and accurate competitive analysis
of Centrelink.
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1
24-hour/7 day electronic access to customer services.
Online functions to increase availability of self-service.
Use of Smart-cards and interactive kiosks.
Option for lodging forms by telephone (for disability
and other recipients).
Increased opening hours for call centres and service
centres.
Introduction of expert systems for family payments.
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CHALLENGES  CORPORATE PHILSOPHY:
To obtain required expertise for a fully operational
information warehouse.
Develop an image that makes Centrelink the very best
in customer service.
Overcome difficulties of hiring excellent staff.
Successfully integrate ex-DSS and ex-DEETYA staff.
Ability to encourage innovation and creativity in staff.
To sustain the degree of technological processes being
used throughout the office and call-centre network.
To have greater participation in the process of selection
of suppliers, qualification, degree and control.
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Corporate Performance Objectives
Performance objectives can be financial or non-financial and assist the organization to evaluate its overall
performance compared to its strategic thrusts. These indicators will provide Centrelink with benchmarks
in the short and long term.

Financial Indicators
It is difficult to apply traditional financial analysis to the public sector and to an organization which has
limited historical data. The financial indicators selected relate to size, liquidity and efficiency. Other
financial indicators such as more detailed ratio analysis can be introduced in future years. Table 1 outlines
the selected performance objectives.
Size
Growth can be measured by number of employees, offices, number of customers and transactions. All of
these criteria would be affected by strategic thrusts relating to partnerships and alliances with client
departments. Maximizing the market penetration of Centrelink services throughout Australia will increase
the customer base and office locations. The ability to process transactions and provide better service can
be measured by client contacts, phone calls and on-line transactions.

Liquidity
Centrelink's cash flow will be determined by budget allocations obtained through client departments and
will decide Centrelink's ability to achieve its goals. (Other revenues outside the Budget sector should be
pursued with vigour.) Evaluation against this indicator will help to determine Centrelink's ability to
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counteract threats which arise from changes in government legislation and a potential change of
government.

Efficiency
Centrelink will use efficiency dividends imposed by Government as an indicator of its ability to operate a
sustainable and competitive enterprise. It will also act as an indicator of Centrelink's analysis of
worthwhile alliances and partnerships. The price per service per customer will be determined by
Centrelink and will be an essential financial performance indicator. It will measure Centrelink's ability to
manage resources efficiently leading to improved service and access.
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Non-Financial Indicators
The non-financial indicators for Centrelink are used concurrently with the financial indicators to determine the success of the strategic thrusts. The non-financial
indicators and the associated objectives are summarized in table 2.

Table 1 Financial Performance Indicators for Centrelink

Performance Indicators

1998

1999

2000

2001

2002

2003

Objectives

Size

Employees

25,000

25,000

23,000

2,1000

20,000

20,000

Fewer employees assisted by technology
become more productive and better trained to
provide better service

Offices

400

400

400

450

450

450

More, smaller offices improve geographic
access but numbers level out as Centrelink
becomes more accessible in other ways

Clients

7.8m

7.8m

7.8m

9.36m

9.36m

9.36m

Clients increase dramatically as Centrelink
provides more one-stop shop services

Phone calls

19m

19m

19m

19m

19m

19m

Phone calls remain steady as other contact
media become available and accepted.

On-line
transaction

8.4m

10m

12.1m

15.7m

20.5m

20.5m

On-line transactions including smart cards
become major points of contact between
Centrelink and customers

Budget
allocations

$1.7b

$1.6b

$1.5b

$1.5b

$1.5b

$1.5b

Budget allocation to be reduced annually

Price per
customer

Yet to be
decided

Liquidity

A price per service per customer is to be
determined to ensure efficient resource
allocation
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Table 2: Non-Financial Indicators for Centrelink

Objectives

Performance Indicators
Human Resources

Technology

Job satisfaction

No. of channels for employee
communication

Job performance

Performance appraisal,
recognition & training

Absenteeism

Reduced % of absenteeism

Rate of innovation

No. of new products & customer
accessi bili tv

R&D Productivity
Resource allocation to R&D
Rate of new product introduction
Marketing

Volume of advertising

No. & placement of
advertisements

Service Deli very

Customer focus

Efficiency and training;
effectiveness measures

Operational Control

Organizational culture

Team work training & employee
feedback

Non-financial indicators in the area of human resources measure Centrelink's success by encouraging
organizational and cultural integration and concentrated training and development of staff. Strategic thrusts
which relate to research and development and improvement of customer service will be measured partially by
the rate at which Centrelink develops new innovative products and services for its customers.
Measuring the level of advertising will provide Centrelink with an indication of its thrust for a greater market
share and to create a greater understanding of Centrelink's services. The success of thrusts which relate to
service delivery and greater customer focus will be indicated partly by the introduction of more training
programs and staff productivity.
In addition to financial indicators which measure Centrelink's cost efficiency, operational control will be
measured by staff morale and customer feedback.
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Appendix 1
Hax Corporate Strategic Planning Model Processes
Central Focus of Corporate Strategy
Definition of the Unit of Analysis
Definition of Timeframe

Environmental Scan
Geographic Segmentation
Identification of Economic Factors
Analysis of Economic Factors
Identification of Primary Industries
Identification of Primary Industry Factors
Analysis of Primary Industries
Identification of Basic External Factors
Broad Assessment of Basic External Factors
Definition of the Optimistic Scenario
Definition of the Pessimistic Scenario
Summary of Opportunities and Threats

Internal Scrutiny
*Mission of the Agency
Existing Product Scope
Existing Market Scope
Existing Geographic Scope
Existing Unique Competencies
Existing and New Product Scope
Existing and New Product Scope and Product Scope Priority Assessment
Existing and New Geographic Scope
Existing and New Geographic Scope and Geographic Scope Priority and
Geographic Scope Priority Assessment
Existing and New Unique Competencies
Existing and New Unique Competencies and Unique Competencies
Priority Assessment
*Challenges Emerging from Changes in the Mission of the Agency
Challenges from Changes in Product Scope
Challenges from Changes in Market Scope
Challenges from Changes in Geographic Scope
Challenges from Changes in Unique Competencies
Statement of the Mission of the Agency
* Business Segmentation
Existing SBUs
Existing and New SBUs
*Horizontal Strategy and Vertical Integration
Identification of Sources of Interrelationships
Horizontal Strategy and Vertical Integration Assessment
Challenges form Changes in Horizontal Strategy and Vertical Integration
* Corporate Philosophy
Existing Relationship with Stakeholders
Desired Relationship with Stakeholders
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Existing Corporate Objectives
Desired Corporate Objectives
Existing Corporate Policies
Desired Corporate Policies
Existing Corporate Values
Desired Corporate Values
Challenges from Changes in Corporate Philosophy
*Summary of Strengths and Weaknesses
Summary of Current Corporate Strengths
Summary of Current Corporate Weaknesses

Formulation of Corporate Strategy
Definition of Corporate Strategic Thrusts
Identification of Responding Organizational Unit Managers
Identification of Organizational Unit Manager Responsibilities
*Linkages of Strategic Thrusts to Challenges
Linkages of Strategic Thrusts to Opportunities
Linkages of Strategic Thrusts to Threats
Linkages of Strategic Thrusts to Product Scope Challenges
Linkages of Strategic Thrusts to Market Scope Challenges
Linkages of Strategic Thrusts to Geographic Scope Challenges
Linkages of Strategic Thrusts to Unique Competencies Challenges
Linkages of Strategic Thrusts to New SBUs
Linkages of Strategic Thrusts to Horizontal Strategy and Vertical Integration Challenges
Linkages of Strategic Thrusts to Corporate Philosophy Challenges
Linkages of Strategic Thrusts to Strengths
Linkages of Strategic Thrusts to Weaknesses
*Specification of Corporate Strategic Thrusts
Programs Responding to the Strategic Thrusts
Identification of Financial Performance Indicators
Critical Corporate Performance Objectives: Financial
Identification of Non-Financial Performance Indicators
Critical Corporate Performance Objectives: Non-Financial
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