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Objectives

12.1      Explain the purpose and components of strategic planning for a business that provides

             products and/or services.

12.2     Describe the considerations and requirements attached to each of the BCCM 

            strategies laid out in John Laye’s text, chapter 6.

Scope:  

This session applies the results of the previous sessions, particularly the sessions on risk management, on the development of a BCCM program strategy.  The following strategies set forth in Chapter 6 of John Laye’s text, Avoiding Disaster, are discussed: 1. Eliminating the threat; 2. Continuity; 3. Quick restoration; 4. Deferred restoration; 5. Discontinuing the product/service. The essential point of this session is that the development of a strategy should be based upon the risk management function.  A framework for strategic planning as set forth in relevant resources is explained for application to a BCCM program. 
Readings:

Student Reading:

Free Management Library. Strategic Planning (in nonprofit and for profit organizations) Web Site. Retrieved August 4, 2008 at: http://www.managementhelp.org/plan_dec/str_plan/str_plan.htm Review the introductory section on Gaining an Understanding of Strategic Planning
Laye, John. 2002. Avoiding Disaster: How to Keep Your Business Going When Catastrophe Strikes.  Hoboken, NJ. John Wiley and Sons. Chapters 5 and 6. pages 117 – 161.

Instructor References/Reading: 

Alliance for Nonprofit Management Frequently Asked Questions: Strategic Planning Web Site. Retrieved December 23, 2008 at: http://www.allianceonline.org/FAQ/strategic_planning/what_do_i_need_to_know.faq
Bryson, John. M. and Alston, Farnum K. 2003. Creating and Implementing Your Strategic Plan. John Wiley and Sons. San Francisco, CA. Page 5.
Free Management Library. Strategic Planning (in nonprofit and for profit organizations) Web Site. Retrieved August 4, 2008 at: http://www.managementhelp.org/plan_dec/str_plan/str_plan.htm
Goodstein, Leonard, Nolan , Timothy, and Pfeiffer, William. 1993. Applied Strategic Planning. McGraw Hill. New York, NY.

Laye, John. 2002. Avoiding Disaster: How to Keep Your Business Going When Catastrophe Strikes.  Hoboken, NJ. John Wiley and Sons. Chapters 5 and 6. pages 117 – 161.

Myers, James.  Building Business Resiliency. Disaster Recovery Journal.  Fall 2008. Retrieved December 26, 2008 at:  http://www.drj.com/index.php?option=com_content&task=view&id=2330&Itemid=429
Plan Ware. Developing a Strategic Plan Web Site. Retrieved December 21, 2008 at: http://www.planware.org/strategicplan.htm#1
Zwanda, Brian. The Impact of Corporate Culture on Continuity. Continuity Insights. Nov/Dec 2005. Retrieved December 24, 2008 at: http://www.continuityinsights.com/Magazine/Issue_Archives/2005/11-12/corporate_culture.html
General Requirements: 

Power Point slides are provided for the instructor’s use if desired. 

Objective 12.1: Explain the purpose and components of strategic planning for a business that provides products and/or services. 

Requirements:
Present the content by means of lecture and discussion as necessary.

Remarks:
I.
General – Getting Started
 A.
The learning objective for this portion of the session makes the point that strategic planning applies to any organization that provides products/and or services.  Such an organization is certainly a private sector (for profit) business, but strategic planning is equally applicable and necessary for all organizations be they public (government) or not-for-profit.  All organizations from all sectors have a mission to provide defined products and/or services to the constituencies they serve.  A BCCM program as defined in this course (Power Point Slide 12 – 2) supports the organization’s mission. 
B.
Emphasizing this point, the assigned reading from the Free Management Library makes the point: “Major differences in how organizations carry out the various steps and associated activities in the strategic planning process are more a matter of the size of the organization -- than its for-profit/nonprofit status. Small nonprofits and small for-profits tend to conduct somewhat similar planning activities that are different from those conducted in large organizations. On the other hand, large nonprofits and large for-profits tend to conduct somewhat similar planning activities that are different from those conducted in small organizations.
”
C.
As the definitions and components for strategic planning are presented it is essential to discuss with the students how each term and component is related to a comprehensive BCCM program.  Referring back to the definition of a BCCM program in Power point slide 12 – 2, a BCCM program provides the business management practices that provide the focus and guidance for the decisions and actions necessary for a business to prevent, prepare for, respond to, resume, recover, restore and transition from a disruptive (crisis) event in a manner consistent with its overall strategy. BCCM is thus intended to support the development and implementation of a strategically focused organizational vision and mission, the development of goals and objectives, and an organizational structure supported by specific functions and processes that support the continuity of business operations. 
Possible Discussion Questions
What is strategic planning?

Why is strategic planning important?

Who does strategic planning for an organization?

What are the components of strategic planning? 
What is strategic management and how is it related to and different from strategic planning?
D.
The discussion should now shift to a private sector (for profit organization) keeping in mind that the strategic planning and management is applicable to all organizations.

E.
The following definitions related to strategic planning and management are proposed for this course.  As with other terms related to Emergency Management and BCCM you can find multiple definitions, however, the following definitions are fairly representative of the consensus and are proposed for this course. 

1.
Strategy: A strategy is: (Power Point Slide 12 – 3)




a.
A coherent, unifying and integrative pattern of decisions;



b.
A means of establishing the organization’s purpose in term of long term 




objectives, action plans and resource allocation priorities;



c.
A definition of what is the real business (products and/or services) of the 




organization;



d.
 A response to the internal and external environment to remain competitive;




e.
A means of defining management roles and responsibilities at all levels of the 



organization;



f.
A way of defining the organization’s contributions to its stakeholders.


2.
Planning: Planning is: (Power point slide 12 – 4)

a.
A formalized process to produce an articulated result in the form of an 




integrated system of decisions (interdependent decisions).  Planning requires 


thinking about the future in an attempt to exercise some level of control over    

       it.
 




b.
“Establishing objectives and choosing the most suitable means of achieving 




those objectives before taking action.” – anticipatory decision making.


3.
Following from the two component words, strategic planning is: (Power point slide  (12 – 5)

a.
“The process by which the guiding members of an organization envision its future and develop the necessary procedures and operations to achieve that future
”
b.
According to Applied Strategic Planning, in order to accomplish this process, an organization must answer three basic questions:
 (Power point slide 12 – 6)



i.
Where is the organization going?

ii.
What is the environment impacting the organization?

iii.
How do we get from here to there?
c.
The course author recommends one additional question that should be answered prior to the above listed questions – Where is the organization now?

Possible Discussion Question
Why is it important for an organization to fully understand its current state and position prior to starting the strategic planning process?
F.
Bryson’s and Alston’s book Creating and Implementing Your Strategic Plan proposes the following benefits from strategic planning. (Power point slide 12 – 7)

How is each listed benefit related to a BCCM program?




1.
Increased effectiveness

2.
Increased efficiency

3.
Improved understanding and learning

4.
Better decision making 

5.
Enhanced organizational capabilities

6.
Improved communication and public relations

7.
Increased political support

G.
The Alliance for Nonprofit Management frequently asked questions white paper proposes the following benefits for strategic planning (Power point slide 12 – 8)

How is each listed benefit related to a BCCM program?

1.
A framework and a clearly defined direction that guides and supports the governance and management of the organization
2.
A uniform vision and purpose that is shared among all constituencies 
3.
An increased level of commitment to the organization and its goals 
4.
Improved quality of services for clients and a means of measuring the service 
5.
A foundation for fund raising and board development 
6.
The ability to set priorities and to match resources to opportunities 
7.
The ability to deal with risks from the external environment and
8.
A process to help with crisis management
II.
Business strategic planning.
Possible Discussion Questions
What are the benefits to be derived from strategic planning as applied to BCCM?

What is/are the strategic goal/s of a for profit business?

What are the supporting objectives for the strategic goal/s?
How are the strategic goal/s and the supporting objectives related to a BCCM program?

A.
A strategic goal of any private sector organization is to maintain its survival and economic viability (making a reasonable profit).

B.
To achieve this goal the following tactical (supporting) objectives directly supporting strategic BCCM are proposed: (Power point slide 12 – 9) 
1.
Ensuring the safety of employees, customers and the public.
2.
Protecting business tangible and intangible assets (e.g. physical property, data and information, goodwill)
3.
Minimizing business operation disruptions.
4.
Resuming, recovering and restoring business operations according to a pre-developed and defined priority scheme.
5.
Maintaining a positive internal and public image.
6.
Complying with legal and regulatory requirements.
Possible Discussion Questions
How can a business measure and display the success of its strategic planning efforts?

Is the development of a strategic plan and a supporting BCCM program and plan a measure of or a possible indicator of the success of the strategic planning process?

C.
Components of a strategic plan.

1.
Strategic planning as a process has multiple and iterative components, similar to the Hazards Risk Management process presented earlier in the course.  A framework for strategic planning from Goodstein, Nolan , and Pfeiffer’s book Applied Strategic Planning is displayed in Power Point slide 12 -10.
  Covering all the components of the process is in itself a separate full semester course.  Only the steps of Mission Formulation and Contingency Planning are briefly described in the context of BCCM. 

D.
Mission statement
1.
A good mission statement captures an organization’s unique and enduring reason for being, and energizes stakeholders to pursue common goals. It also enables a focused allocation of organizational resources because it compels a firm to address some tough questions: What is our business? Why do we exist? What are we trying to accomplish?"
 (Power point slide 12 – 11)
2.
Ideally, the content and meaning should be fully understood by all members at all levels of the business.  It should not just be a public relations tool but should focus on the strategic goals of the business which include survival and economic viability.  Specific to BCCM it should set high level guidelines for resource allocation based upon an understanding of the business and how business functions and processes contribute to business (supported by the Risk Management functions of BAA and BIA).  In actual crisis/emergency situations, a mission statement can help focus plans and actions on the highest priorities of the business which again should include organizational survival and long term economic viability.
3.
Although most businesses are not willing to share their strategic plans for competitive and proprietary reasons, there are many examples of mission statements publicly available.  The Missionstatement.com Web Site at http://www.missionstatements.com/company_mission_statements.html provides numerous examples of mission statements for businesses including Fortune 500 companies, manufacturing, healthcare, etc.  Sample mission statements (both good and bad – at least from the perspective of the course author) from the Web Site are copyright protected and cannot be included in the course; however, the course Instructor may consider projecting the Web Site and letting the students discuss the value or lack of value of the examples.  The Fortune 500 link: http://www.missionstatements.com/fortune_500_mission_statements.html includes widely ranging examples, some of which focus on business sustainability and profit, while others contain grandiose statements that provide little or no use to management and employees beyond their marketing value.
4.
The mission statements from item 3 above are written at the highest level of the business and purposely non-specific.  At lower levels (operating units) of a business, subordinate mission statements should be supportive of the general mission statement and provide more detail necessary to provide that support.

4.
One mission statement that can be displayed in this course comes from the AmerisourceBergen Web Site at http://www.amerisourcebergen.com/cp/1/who_we_are/our_mission.jsp .


AmerisourceBergen, with Corporate Headquarters in Chesterbrook, PA delivers pharmaceutical and healthcare products, services and solutions to hospitals, drugstores, nursing homes from approximately 40 distribution establishments throughout the US. Its mission is “To build shareholder value by delivering pharmaceutical and healthcare products, services and solutions in innovative and cost effective ways. We will realize this mission by setting the highest standards in service, reliability, safety and cost containment in our industry.
” (Power point slide 12 – 12)
Does the AmerisourceBergen mission statement meet the requirements of a “good” mission statement as set forth in Power point slide 12 – 11?

E.
Integrated action plans

1.
The strategic plans at the highest level and across business units must be integrated 
to support unity of purpose and for the development of specific action plans addressing the multi-year (strategic) and short-term (tactical) plans for achieving the mission.

2.

As stated earlier, private sector companies do not generally share their strategic plans and supporting action plans due to competitive and proprietary considerations.  In the government, however, excellent examples of integrated action plans are plentiful. For example Power point slides 12 – 13 through 12 – 18 show how the Transportation Security Agency’s (a component agency of the Department of Homeland Security [DHS])  strategic goals and objectives flow from the DHS strategic goals.  Integrated action plans look across the spectrum of component agencies (business units in the private sector) to identify the resources and the means of supporting the highest priority objectives on a tactical (budget cycle) and strategic basis.
F.
Contingency planning
1.
Contingency planning (primarily in support of BCCM) will be covered in depth later in this session and in the following sessions.
2.
At a strategic level, contingency planning requires the envisioning of possible scenarios which can positively or adversely impact the organization and the development of policies and procedures to either take advantage of opportunity or deal with the challenges consistent with the organization’s strategic plan. 
3.
In the BCCM context, contingency planning builds upon the results of the risk management function to develop specific policies and procedures that reflect the decisions and priorities for the protection of people and other resources and the continuity, resumption, recovery and restoration of business functions.  In the following section of this session, we will look at the “Business Continuity” strategies that drive BCCM contingency planning as proposed by John Laye in Chapter 6 of the course text book.
Supplemental Considerations

If the Instructor decides to describe strategic planning in greater detail, the Free Management Library and the Plan Ware Web Site are excellent resources and provide a generic framework for strategic planning.  The Instructor should consider using the strategic plan of the university where the course is being conducted as an example of a strategic plan for the class. 
Objective 12.2:  Describe the considerations and requirements attached to each of the BCCM 

 strategies laid out in John Laye’s text, chapter 6.

Requirements:
Present the content by means of lecture and discussion as necessary.

Remarks:

I.
Business Continuity strategies - Overview
A.
John Laye’s text lays out five strategies for Business Continuity (Power point slide 12 – 19):


1.
Eliminating the threat


2.
Continuity


3.
Quick restoration disaster recovery


4.
Deferred restoration disaster recovery


5.
Discontinuing the product

B.
Before discussing these specific strategies it is necessary to revisit the Risk Management functions and processes presented and discussed earlier in this course in the context of how they are shaped by a businesses’ culture.

1.
As a starting point, BCCM including Business Continuity specific strategies need to be considered in the context of a specific businesses’ values which are a function of organizational culture and the relevant internal and external environments. As emphasized in the sessions on Risk Management, the Risk Management process does not make decisions but informs the decision making process.  BCCM related efforts short of denial and/or ignoring risks require the expenditure of resources.  As presented in session five (Power point slide 12 – 20), selling BCCM as a strategic investment requires selling the program based upon its specific benefits and the sales pitch should be consistent with the businesses’ culture. 
2.
For the purpose of this course, organizational culture is defined as: The tone of an organization, influencing the crisis/emergency consciousness and commitment of its people, and is the foundation of the enterprise wide business crisis and continuity management program providing discipline and structure.  The following factors (Power point slides 12 – 21 and 22) are proposed for consideration when selling BCCM as a strategic investment:
a.
BCCM philosophy as demonstrated by past efforts and commitment
b.
Risk appetite 
c.
Risk culture

d.
Oversight of the Board of Directors

e.
Integrity and ethical values of the organization’s people

f.
Commitment to competence

g.
Management philosophy and operating style

h.
Management’s assignment of responsibility and authority

i.
Organizational structure

j.
Human resource policies and practices

Possible Discussion Question
How would each of these factors influence the selling of a BCCM program?

3.
In addition to the above listed factors, the following questions are posed by Zawanda in the article The Impact of Corporate Culture on Continuity from the Nov/Dec 2005 edition of Continuity Insights Magazine. (Power point slides 12 – 23 and 24)

                a.
What three things does the organization value most?
              b.
What 10 words would best describe the organization?
              c.
What’s important at the organization?
              d.
How do employees get promoted and what behaviors get rewarded?
              e.
How does a person fit into the organization?
               f.
Do organization leaders/managers take risks?
               g.
How are decisions made and then communicated throughout the organization?
Possible Discussion Question
How would each of these questions influence the selling of a BCCM program?

4.
Zawanda’s article provides the following conclusion: “Corporate culture has a    direct effect on nearly all business functions, and business continuity is not an exception. Since a how-to guide does not exist for business continuity solution design, and because each organization's program is unique, culture is a key element that drives customization and eventually program success.  As business continuity professionals, we must work to understand key aspects of the organization's culture, learn to identify the most important components of that culture, and learn to leverage maturity design, tactical implementation, and long-term maintenance strategy for greater success.

5.    As a concluding point on corporate culture and its influence on BCCM, Power point slide 12 – 25 presents the “31 different rationalizations that in different combinations and degrees of belief shape the organizational culture with respect to crisis management” from Mitroff and Pauchant’s book Transforming the Crisis Prone Organization.  It needs to be emphasized that the book uses crisis management as an umbrella term that is essentially synonymous with BCCM.
  
Possible Discussion Question
How would each of these rationalizations influence the selling of a BCCM program?

II.
Business Continuity Strategy One – Eliminating the threat (the author of the course prefers the more term hazard to threat)

A.
Preventing a disruptive event by avoiding or eliminating a hazard is certainly an effective strategy for Business Continuity; however some hazards cannot be totally avoided or eliminated and others may require working with other organizations which have a level of influence over the hazard.  

B.  
Obviously, some measures for eliminating or avoiding a hazard are practical, particularly when considering natural hazards.  Examples would include moving a facility out of a flood zone or away from a hurricane prone region.  For technological hazards, the example provided by John Laye of eliminating a dangerous chemical from a manufacturing operation is very relevant. In many instances, the highly toxic industrial gas elemental chlorine has been replaced by inherently safer technologies (ISTs).


C.
For human induced hazards such as terrorist attacks, security expenditures on protection of people and other assets is no guarantee of 100% protection.  Intelligent hazard vectors (terrorists) can adapt their methods to counter security measures.  Additionally, a particular business may make great strides to protect itself, but still be impacted adversely when other businesses in the same locality and/or industry are attacked.  For example, a hotel may take stringent security measures to protect itself, but suffer an adverse financial impact when another hotel with less security is attacked or when transportation modes servicing the hotel are disrupted.
III.
The three Business Continuity strategies: Continuity, Quick restoration disaster recovery, and Deferred restoration disaster recovery are considered together.

A.  
All three strategies reflect the results of the Business Area Analysis (BAA) an

  


Business Impact Analysis (BIA) sub-functions as part of the overall Risk

  

Management function.  The differentiation of the strategies is primarily focused on the maximum allowable down time of business functions and processes.  A commonly used term used to describe the maximum allowable down time is Recovery Time Objective (RTO). 





1.

As stated by Myers in his article Building Business Resiliency, “Usually, risk is measured by the amount of financial loss incurred due to the unavailability of company data and/or business processes. In the BIA work effort, a classification process is used to identify which data and/or business processes are the most vital, critical, and less important to the business. One way to perform classification is to identify all the data and business processes that have immediate financial impact or legal liabilities. Then this information is analyzed to determine which data or business process needs to be available, in which order and in what time frame. This time frame is called the recovery time objective (RTO). Think of the RTO as the time it takes to get a specific business process back online or a critical database working again.
”





2.
 In general, businesses categorize maximum allowable down time or RTOs as: No time – immediate resumption of the most critical business functions and processes; Quick resumption – one to 3 business days; and Delayed resumption greater than three days and in some cases extending into weeks or months.  Within each broad category are sub categories which reflect overall business priorities. 





3.

Many of the BCCM related articles in trade journals focus RTOs on data and IT systems.  This is fine to the extent that the data and IT systems support business functions and processes.  Data and IT systems are not by themselves critical to a business. There value is measured in how they support the business functions and processes identified and prioritized in the BAA and BIA sub functions.  


B.



As mentioned in Myers’ article, one way of setting RTOs is by the financial impact of the downtime and/or legal liabilities. This is a logical approach and can be equated to a cost benefit analysis, at least for the financial impacts.  Actually conducting a cost benefit analysis is no easy matter.  Costs of recovery measures such as purchasing redundancy and back up, training personnel, alternate sites (e.g. hot sites, cold sites, warm sites - to be covered in detail in the following sessions on planning) are relatively easy to quantify.  Benefits, however, can include intangible considerations and can be very difficult to fully identify and quantify.





1.
 Power point slide 12 – 26 lists several considerations that go into calculating the cost of downtime which include:






a.

Revenue lost by inability to accept orders.






b.
Cost of lost productivity.






c.

Value of inventory lost or spoiled.






d.
Cost to recover and/or rebalance manufacturing processes.






e.

Fines, fees and/or compensatory payments.






f.

Cost of marketing and sales efforts to recover revenues.






g.
 Lost customer loyalty, reputation and/or goodwill.






h.
Cost of legal, health, safety and/or legal exposure. 

Possible Discussion Questions

How easy is it to quantify each of the above considerations?

Can you think of additional considerations to include in the list? 





2.
Power point slide 12 – 27 lists several difficulties associated with calculating the cost of downtime.






a.
   Many  impacts can be overlooked or underestimated (e.g., 

   







   intangibles and lost opportunities)






b.
Many impacts can be overestimated since: 

       


i.
 Services may be made up to customers





ii.
The cost of downtime is not necessarily a linear relationship
        


iii.
Customer loyalty issues can increase or decrease impacts
        

   iv.
Not all of overhead may be impacted (e.g, administrative     
  services, senior personnel activities)
        


v.
Outsourced services may be discontinued without penalty


     vi.
Certain support and administrative tasks which provide little value added may be deferred
Possible Discussion Questions

Why is it difficult to quantify each of the above considerations?

Can you think of additional considerations to include in the list? 
IV.
Business Continuity  Strategy five – Discontinuing the Product

A.


John Laye’s statement about expediting discontinuation products, brands or services that may be scheduled for discontinuation as part of normal strategic business management makes perfect sense.

B.

  Discontinuing selected parts of a business in order to focus attention and resources on more critical issues can be a very strategic approach to BCCM.

Supplemental Considerations:
The next three sessions will focus on BCCM planning and will include more in depth coverage of the topic of alternate sites as a risk management measure to achieve RTO objectives.
Student Reading for Session 13
Wold, Geoffery. (1992) Disaster Recovery Planning Process Parts I, II and III. Disaster Recovery Journal. Retrieved August 5, 2008 at: http://www.drj.com/new2dr/w2_002.htm , http://www.drj.com/new2dr/w2_003.htm , and http://www.drj.com/new2dr/w2_004.htm.

� Free Management Library. Strategic Planning (in nonprofit and for profit organizations) Web Site. Retrieved August 4, 2008 at: � HYPERLINK "http://www.managementhelp.org/plan_dec/str_plan/str_plan.htm" ��http://www.managementhelp.org/plan_dec/str_plan/str_plan.htm�


� Goodstein, Leonard, Nolan , Timothy, and Pfeiffer, William. 1993. Applied Strategic Planning. McGraw Hill. New York, NY. Page 3.


� Adapted from the Cal State Web Site. 


� Goodstein, Leonard, Nolan , Timothy, and Pfeiffer, William. 1993. Applied Strategic Planning. McGraw Hill. New York, NY. Page 3.


� Ibid.


� Ibid.


� Bryson, John. M. and Alston, Farnum K. 2003. Creating and Implementing Your Strategic Plan. John Wiley and Sons. San Francisco, CA. Page 5.


� Alliance for Nonprofit Management Frequently Asked Questions: Strategic Planning Web Site. Retrieved December 23, 2008 at: http://www.allianceonline.org/FAQ/strategic_planning/what_do_i_need_to_know.faq


� Goodstein, Leonard, Nolan , Timothy, and Pfeiffer, William. 1993. Applied Strategic Planning. McGraw Hill. New York, NY. Page 10.


� Bart, Christopher. (August 1998). "Mission Matters." The CPA Journal.  v68 n8 p56-57.


� AmerisourceBergen Web Site. Retrieved December 23, 2008 at: � HYPERLINK "http://www.amerisourcebergen.com/cp/1/who_we_are/our_mission.jsp" �http://www.amerisourcebergen.com/cp/1/who_we_are/our_mission.jsp�


� Zwanda, Brian. The Impact of Corporate Culture on Continuity. Continuity Insights. Nov/Dec 2005. Retrieved December 24, 2008 at: 


http://www.continuityinsights.com/Magazine/Issue_Archives/2005/11-12/corporate_culture.html


� Ibid.


� Mitroff, I. and Pauchant, T. 1992. Transforming the Crisis Prone Organization. Carol Publishing, San Francisco, CA. Page 86.


� NTI Research Library Web Site. Issue Brief: Industrial Chemicals as Weapons: Chlorine. Retrieved December 24, 2008 at: http://www.nti.org/e_research/e3_89.html


� Myers, James.  Building Business Resiliency. Disaster Recovery Journal.  Fall 2008. Retrieved December 26, 2008 at:  http://www.drj.com/index.php?option=com_content&task=view&id=2330&Itemid=429










12 - 1

