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Reframing Strategy in the Knowledge Age

Is business strategy dead?

"Strategy" is a concept derived from the military context, expressing thinking about the aims and plans of the higher echelons of the army in order to gain victory in war. It is also commonly used to denote thought processes about long-term aims and plans meant to be carried out by the people at the top of public institutions, mainly business institutions. The designing of strategy is conceived as the most important occupation of top management of an organization.

The popularity of business strategic planning, and involvement in it as a main managerial responsibility, came to its height in the sixties and seventies. Strategic planning in those years was founded on two basic premises: the "forecasting assumption" - the assumption that new technologies of data collection and its scientific analysis will enable us to predict future developments; and the "control assumption" - that it is possible to control and direct all of the organization's activities in a top-down manner, in order to realize the aims of strategic planning. Both of these assumptions have turned out to be wishful thinking. The title of Henry Mintzberg's book The Rise and Fall of Strategic Planning (1994)1 - sums up the great expectations pinned on strategic planning and the great disappointment at their failure.

The "forecasting assumption" is reasonable only so long as the changes occur along a given tendency. This assumption is not valid for changes not within the given tendency and the model on which the assumption was fashioned. In other words, this assumption justifies itself only as long as no "fundamental changes" occur in the business environment. When such fundamental changes occur, the forecasting is disappointing in its directions of observation and measurment.2

Similarly, the "control assumption," according to which there is a unidirectional relation between strategic planning and the organization's activities, such as the relation between the engineer planning of a production process and the activity on the production floor, has also proved relevant to the industrial age; but it is irrelevant, and even harmful, for the knowledge age. During the industrial age, it was believed that top management could achieve full knowledge of occurrences on all levels of the organization, and thus could control it fully "from the top." Today, it is understood that organizations are complex human systems in which self-evolving and "self-organizing" processes occur in the middle echelons, and these are connected with and necessary to a knowledge-creating environment.

Contrary to the industrial age and the information age, in both of which the collection, processing and control of information were sufficient, in today's knowledge age the organizational ability to create new knowledge is the key to success. In this age, top management must adopt new management approaches that will enable it to shape concepts orienting organizational operations toward the achievement of its objectives, without pretending to have complete knowledge and especially complete control over these occurrences. This realization requires the reinterpretation of the concept of strategy.

Moreover, the question arises of the wisdom of solidifying a strategic conception and modus operandi, such as the planning methods of business strategy lead to, in view of the dynamic environment in which organizations work today, requiring a growing organizational flexibility.

After a generation of researchers, organizational consultants and top managers has become used to take strategic planning for granted, and many have based successful careers upon it, the very thinkers of business strategy have begun to question the basic conceptual framework of the traditional management approach to the concept of strategy.3

Some go even further, questioning whether business strategy was not from the start only a management fad closely related to the reality of the industrial age, and no longer fits the present reality of the knowledge age. In view of the rapid changes in the environment and the need for great flexibility of thought and action in order to survive, has the time or strategy gone by, and business strategy has become superfluous?

We claim that strategy fulfills a basic organizational need. It is not surprising that business strategy survives in spite of harsh criticism of the assumptions of strategic planning. As long as organizational activities exist, there will be need for strategy. It is difficult to describe a coordinated long-term organizational action without some sort of strategic thinking. Strategy is needed in the knowledge age no less than it was needed in the industrial age, although in a different manner. What is needed is not to abolish strategy but to reinterpret its essence - to reframe it.

Reframing the meaning of strategy in the knowledge age

Although we are aware of the fact that we live and act in the knowledge age and no longer in the industrial age, the process of change of the cognitive constructs imbedded in us from the time of the industrial age is long and convoluted. The deep-seated belief of management in the industrial age was that business success is a function of increasing sales and decreasing costs. Success in business was - and still is - compared to a competition or a war in which the winner is he whose sales rise and whose production costs fall, and thus he succeeds in conquering further market shares from his competitors.4 This scheme led organizational consciousness to think in quantitative terms of the formula: lower costs and rise in sales volume,5 and this logic was conceived as valid from the production floor to the level of overall strategic planning. Business strategy was interpreted in this context as supra-planning connecting between forecasting the trends of market development and the status of the company's competitors, and effective planning of the sources needed to achieve the objectives of increasing the market share of the company.

Recent developments in management brought about by the realization that value has shifted from physical capital to human advantage (i.e. thinking), has focused till now mainly in trying to treat knowledge as a resource.

This new domain, intended to cope with the new problems of the knowledge age - "knowledge management" - treats knowledge in principle in the same was as other organizational resources (e.g., capital, raw materials, machinery, real estate, and manpower) have been treated in the past. It deals mainly with the issue of ways in which the knowledge resource may be managed most effectively - starting with building and management of computerized knowledge bases to the centralization and dissemination of available organizational knowledge according to the aims of the organization, and the development of instruments to prevent "escape of knowledge." The organization thus finds itself investing huge resources in the acquisition and internalization of systems dealing with retrieval of information. This trend has caused the false identification of "information" with "knowledge." It has also led to an artificial resuscitation of strategy in the old form, focusing on "empirical data" supposed to reflect the state of the market, and to sophisticated simulations supposedly providing new possibilities of forecasting future market trends.

In the knowledge age, organizations find themselves facing rapid fundamental changes that no longer enable the management of business under the assumption of changes along a graph of changes of present trends. They require first of all a reinterpretation of basic premises and the perceptual construct of the organization vis-a-vis its environment; and in many cases, also a change in the organizational mind-set.

Such basic changes occur with growing rapidity and strength as a result of the speed in which new technologies develop. These technologies create new needs or new ways of fulfilling old needs; the appearance and fast infiltration of new products that may be interchangeable with the organization's product; entry into the market of new competitors carrying new conceptions that undermine the validity of existing ones, as well as changes in the economic rules of the game, of business management and of organizational practice.

These basic changes may change the whole map of power relations in the field. Businesses that were dominant and leading before the crisis may find themselves relegated to secondary position, or even disappear, and new organizations not yet caught up in no-longer-relevant interpretive conceptual systems may grow rapidly and assume a leading role. Such critical shifts, that Andrew S. Grove of Intel called "strategic turning points," are well documented in business literature as the most critical test-area of the function of organizations in the knowledge age.6 They require organizations to deploy in a better way than previously toward a change in their interpretive conceptual systems about themselves in relation to their action milieu.

Such fundamental changes also occurred in the environment of the industrial age, but at a slower pace compared to the present. While fundamental changes occurred in the past once every fifty or thirty years and the shift they caused was gradual and prolonged, these fundamental changes occur today every five or three years, and in high-tech industries even once in two years or less. The rapidity of their occurrence causes a qualitative difference in the effect of this phenomenon on management.

It is easy to recognize this development, but very difficult to cope with it in practice. Usually, when a fundamental change occurs in the environment, it is not conceived as such by the organization, since it is impossible to learn about this change from the organizational information itself. On the contrary, sometimes a developed and effective organizational information system becomes an impediment to the recognition of a basic change. The information supplied by the organizational information systems has been accumulated according to models and conceptions that have turned irrelevant, even misleading, due to the fundamental environmental changes.

When the writing is already on the wall, the tendency is to try to cope with the problem by more vigorous action upon one of the formula's two sides - decrease in costs, increase in sales, or both.

The strategic process occurring when the organization already realizes that it is facing a crisis, usually leads to strategic plans in the way of drastic cost reducing changes - closing of plants, cutting down of manpower, cancellation of investment plans or a change in their direction. These are changes in the present cognitive frame of the organization that provide the feeling of a remedy to present ills. Such a process may only enhance the sliding of the organization toward its doom.

In view of the above, what is needed in the knowledge age for the survival of an organization is not only - not even mainly - the development of knowledge in order to improve production and service processes and the development of new products. The main challenge of organizations in the knowledge age has to do with the fact that the organizations themselves must change, and the knowledge developing within them must serve for conscious coping with the new problems in the evolution of the organization, and no longer with the issues of new products and technologies of production and marketing. This is the new essence of the strategic problem in the knowledge age. 

Several important implications characterize the new strategy and the way of designing it.

First, the new strategy focuses on creating conceptions, and as such becomes a challenge of conceptualization. In other words, the essence of the strategic challenge in the knowledge age is to raise the latent mind-set of the organization to the conscious manifested level and to clarify it and if the need arises - also to reframe the organizational mind-set.

Second, the new strategy must free itself from the conceptual poverty that characterized the old one. The new strategy must be broader in its scope of vision and analysis. It must extend its cognitive "systemic boundaries" beyond the narrow horizon of strategic processes as carried out in the industrial age. In this sense, one may say that it must be more systemic.

Third, the new strategy is a continuous process of systemic reframing. The strategic process is no longer another process taking place at strictly defined and bounded occasions (beginning of year, five-year plans, etc.), and is not to be used only at a time of crisis. Rather, it is an ongoing process that the organization must carry out permanently in the framework of a regime of strategic knowledge creation of the organization.

In the old approach the strategic plan, after undergoing the process of approval, was considered a final product. According to the new strategy the emphasis is not on the plan but on the continuous thought process that has brought it about. Thus, the strategic responsibility is for a living being constantly evolving.

Fourth, one of the important implications of reframing the meaning of strategy is the cancellation of the old concept about those meant to formulate the strategy. In the old framework of strategic planning, companies for strategic counseling dealt mainly with formulating a document of recommendations for the desirable strategy based on knowledge and research that they had carried out, and presented it to the management of the organization as a final product. The new strategic process, on the other hand, requires the ability of the organization itself to carry out strategic thinking as an integral part of organizational procedures. Moreover, according to the old conception, after the strategic document had been approved by the top management, all that was left to the managers was to implement the strategic decisions. The lower echelons of management were not required, and not allowed, to deal with strategy but only with improvement of the operations according to the premises of an existing strategy. The new approach explicitly requires the involvement of all echelons of management in strategic issues, extending the overall meaning of strategy. The new approach requires to extend to all levels of management the consciousness, responsibility and tools for active participation in the constant scrutiny of the strategic conception, in view of changes in "reality" as they see it from their point of view and their knowledge.

Reframing strategy and systemic reframing of thinking

Some of the attributes of strategy in the knowledge age have already been presented in some form by other researchers of strategy.7 The innovation here is not in the arguments as such but in the development of methods and tools for their application. This is derived from the recognition that strategy in its new conception cannot be realized by merely talking about the need for it and suggesting changes in organizational procedures. In order to realize it we must clarify the thought processes needed to create it and develop the methods and tools for its actual application. This is the focus of research and development of the Praxis team.

Such processes of research and development are needed since the new strategy requires the operation of thinking capabilities different from those usually employed by managers in routine practices within the organization. These capabilities are also different from those employed in the context of strategic planning - processes of systematic, mainly quantitative, analysis of forecasting market trends, of identification of decision choices between alternative strategies and their evaluation, and the choice of the alternative representing the highest advantage expectation according to a given decision model.

Organizational theory cannot ignore the fact that every process of strategic decision requires a deeper process of thinking. Yet, the thinking process this theory has offered was no more than a relatively fixed scheme for the analysis of aspects and dimensions of the activities of the organization, and organizing it in regard to future  "opportunities" and "threats" (usually, the SWOT model - Strength, Weakness, Opportunities and Threats).

The lack of a clear model of the process, and mainly the lack of tools to aid in learning and executing it in an efficient way, formed until recently the main stumbling block in the way of reframing strategy. In view of this lack, it was difficult to advance beyond general statements about "the need for assisting organizations to renew themselves," "to assist organizations in coping with the 'what' and not only with the 'how'," "to help organizations to delegate strategic responsibility to all levels of the organization," "to help the organization develop sensitivities to changes in the environment," "to teach organizations to emphasize creative thinking more than exact analyses." These and similar statements indicate an understanding of the need for change, but they themselves will not bring about the move from the old business strategy to strategy in its new concept.

Based on a long study of the cognitive processes needed for reframing, the research and development team of Praxis developed theory, method and tools for training and systematic operating of these processes. The process is called SRT - Systemic Reframing Thinking.8
In the process of SRT, concepts and insights are gradually formed about the new reality, and at the same time the interpretive conceptual system in context is tested and changed in order to clarify the essence of the new context to be clarified. The "product" of the strategic process of SRT is not a thick document presented to the board of directors in order to make a decision. Although strategic documents are written in the course of the process and as a result of it, the most important output of the process is a "setting map" representing the systemic system of the concepts formed during the process and reflecting the concepts, insights, strategic idea and the conceptual shapers for its application. The "setting map" contains within it the internal tensions of the conceptual system, in a way that makes it possible to move at a later time to brainstorming modes in order to examine its validity and to reframe the strategy and its premises.

The "setting map" forms the basis for representing the concept that enables others in the organization to connect cognitively to the concept and to relate to it. Thus, the setting maps are a platform for conducting a continuous discourse about the strategy, and a basis for changing it.

SRT is an approach that does not differentiate between the "what" that is supposedly the responsibility of the strategists, and the "how" that is the responsibility of the non-strategists - the lower echelons of the organization. The SRT process brings both together in a systemic way, not only because new ontological trends may have important strategic-epistemological implications as to the "what," but mainly because - through the tension of complementary contradictions derived from such a cognitive encounter enabled by the SRT - a continuous process of creating a new conceptualization is generated, leading to organizational evolution.

SRT is a powerful innovative method to the activation of the latent thinking and learning capabilities of the organization's management, and their creative activation toward coping with the type of strategic challenges characteristic of the knowledge age: the need to prepare for a new reality whose rules have not yet been formulated, and therefore all information systems are useless in their interpretation. Strategic thinking in its new meanings and processes is the process by which we interpret their essence, and at the same time affect their design.

Thus, instead of waiting for "revolutionary" paradigm shifts to occur, along with the organizational crisis they cause, SRT enables an "evolutionary" transformation in the organization's current coping with environmental changes and in its conception of them. Or, to put it slightly differently, SRT makes it possible to reduce the time needed for the organization to prepare itself for the next major advancement.
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