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Abstract

Strategic planning is a procedure that is supposed to define organizational development
through the identification of strategic goals. Models can help in understanding the business
technology and in creation of formal specifications of the functionality, structure and
behavior of real system appearances. By giving the entities in the model numerical values,
possible improvements can be simulated, measured and evaluated according to the
measurements, and then use for managing the organization. The issue on this approach is that
the results that are gotten from the model measurements can be compared to the real values
that the model results represent only after they are already accomplished. In this paper the use
of reverse measurement is being introduced as a tool for evaluating management methods, in
order to ensure the usability of a method prior to its application for managing the
organization.
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1. Introduction

Achievement of strategic goals requires the use of significant resources of an organization.
Strategic goals, as a result of the process of strategic planning, defined by Bryson (Bryson,
2011) as “deliberative, disciplined approach to producing fundamental decisions and actions
that shape and guide what an organization (or other entity) is, what it does, and why”, are
supposed to give a vision of an organization in the future. Strategic planning as a
management tool has appeared in the mid-1960s, and leaders in companies started to accept it
as “the best way to devise and implement strategies that would enhance the competitiveness
of each business unit” (Mintzberg, 1994). This way of planning and managing was successful
during the time when the changes in organization’s environment occurred relatively rarely.
However, with the fast development of science and technology, and with transiting from the
industry age to the information age in the mid-1980s, and to digital age nowadays, enterprises
are faced with the extensively increased frequency of changes, and traditional strategic
planning is not appropriate anymore to maintain the competitiveness of the organization. By
definition, the strategic planning process includes the performance of the following five steps:
(1) selecting the corporate mission and major corporate goals, (2) analyzing the external
competitive environment, (3) analyzing the internal operating environment, (4) selecting
appropriate organizational strategies and (5) implementing the selected strategies (Hill &
Jones, 2008).

Thereby, organizations need to anticipate and adjust to environmental trends that effect their
industry (Hassan & Galal-Edeen, 2017).

In order to move towards the achievement of the defined strategic goals, all organizational
activities and their operative goals have to be oriented towards them. Since this is a complex
process that should include all employees of the organization, the activities and efforts must
be managed and lead, meaning that a management method has to be introduced and
implemented. Although the implementation of new methods is supposed to bring benefits to
the organization, new procedures are also always risky, and it is never sure if they will bring
the desired results and lead the organization where it wants to be.

Generally, there are two risk management problems organizations are facing: firstly, to get
managers to undertake risk management actions which are in the best interest of the
organization and its investors, and secondly, to collect information about risk situations in a
timely, intelligible and relevant format (Jankensg&d, 2019). In implementation of risk
management culture in organizations, identifying the most relevant critical success factors
can help, since the implementation of involves different variables, such as: people, culture,
processes, technologies, and management strategies (Oliveira et al., 2019). Thereby risk
management includes governance and management control concepts, which that are hard to
investigate by using only statistical and deductive methods (McShane, 2018).

Reverse measurement, which is going to be introduced in this paper, is a tool that gives the
possibility of “going back™ to the past, simulating the improvements on “old” data as input
values and comparing them to old real values. If the results are better in the simulation then in
real life, the management method is good and can be used for getting advantage of it in
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managing the organization, if they are not better, then the management method should be
changed. By management method we understand here the way of ensuring that the defined
activities are performed, and the goals are achieved.

The structure of the paper is as follows. After the introduction, a short overview of the
literature regarding models, management method evaluation and the use of measurement
tools for the evaluation, as its subset, is given, as well as the research methodology is
described. The next part of the paper describes how to use reverse measurement for
management method evaluation with help of models, followed by discussion including the
limitations of this research. At the end of the paper, a short conclusion is given and plans for
future work.

2. Background and Research Methodology

Strategic planning is a “disciplined effort to make basic decisions and implement activities
inside the organization, which answer these questions: What is the organization? What does it
do? Why does it do it?”’(Bryson & Alston, 2010). When the strategic goals are defined, their
accomplishment is ensured by performing activities that lead the organization in the defined
direction.

Management methods help managers in decision making, improvement of efficiency and
effectiveness and in planning and control (Armstrong, 2006). In order to evaluate the
improvement, a performance measurement method can be used. Financial indicators were
mainly in the focus of performance measurement until the early 1990-ties. Since then a
number of performance measurement methods have been developed and between 1990 and
2011 there was a revolution of performance measurement frameworks and methods
development, which led to a change in the nature of work (Yadav & Sushil Sagar, 2013).

Performance measurement in an organization allows tracking of the development of strategic
initiatives and helps to evaluate the achievement of desired results by a range of management
activities, such as monitoring and reporting, budgeting and finance management, program
management, processes, communication etc. (Poister, 2003). There are many reasons why
organizations measure effectiveness, but they can all be classified into one of the three groups:
Controlling behavior, External reporting and compliance and Learning and empowerment
(Marr, 2009). Only the third reason brings benefit to the organization when implementing any
performance measurement method. Measuring organizational performance can help to audit
the realization of all the activities that lead to achievement of the goals through defined
periods of time, while without its application the procedure of following the achievement of
goals is reduced to the study of statistical data which for some activities exist and for some
cannot be identified.

Deeper research of the research topic reviewed available literature on evaluation of
management methods in order to summarize findings in this research field. The focus has
been put on the methodologies published in scientific publications in the subject area of
business management and accounting and in social sciences. Relevant database that was
selected is Scopus. The search was conducted based on the combination of keywords
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“evaluation” and “management method”. The search was conducted in October 2018 for the
time period of the last 20 years (1998 — 2018) and it received results containing 144 hits in
Scopus. The results (depicted in Figure 1) show that although the terms were used in all the
selected years, the highest number of publications were published in 2011 and in 2017.

Documents by year Scopus

20

15

10

Documents

1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
Year
Copyright © 2018 Elsevier B.V. All rights reserved. Scopus® is a registered trademark of Elsevier B.V.

Figure 1. Evaluation of Management Methods Publication by Year of Publication (SCOPUS)

For a more detailed topic research the analysis was refined using the term “performance
measurement”, in order to connect the use of performance measurement methods to
evaluation. The refined analysis (Figure 2) resulted with only 17 hits, showing little use of
those methods in analysis.

Documents by year Scopus
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Year

Copyright © 2018 Elsevier B.V. All rights reserved. Scopus® is a registered trademark of Elsevier B.V.

Figure 2. Evaluation of Management Methods and Performance Publication by Year of
Publication (SCOPUS)
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The short insights include limited literature insights in only one high-quality database. Due to
that fact, this literature review cannot be considered as comprehensive, but it shows
indications that the number of publications about the evaluation of management methods has
grown in the past few years, but it is not widely used, which is an indicator that the field is
worth of research. Further research in this field could investigate types of publications and
the more detailed report on case studies about evaluation of management methods.

Strategic and operative planning of an organization result with strategic and operative goals
and activities directed towards the achievement of the defined goals. Since the process of
planning and the implementation of the plan is complex, a method for managing it must be
introduced and used.

The level of achievement of the defined goals can be evaluated by using a performance
measurement method, that by determining the values of measures evaluates the management
method as well. A model can help in formalizing the measurement method. Models can help
in understanding the business technology and in creation of formal specifications of the
functionality, structure and behavior of real system appearances, which in organizations mean
that they can help in understanding how the work is done and how it can be improved.
Modelling is the process of creating an abstract representation of a system. The model, as the
outcome of the modelling process, is the result of the abstraction process that reflects the
features of a system and represents a formal specification of the functionality, structure and
behavior of the system (Raffai, 2008).

Figure 3 shows the described relation of management method and its evaluation.

Strategic planning | Strategic goals

and and

Operative planning Operative goals and
activities

Performance Values of measures
measurement

Figure 3. Relation of Management Method and Its Evaluation
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Evaluation of the used management method is usually made after a certain period of time,
when results that are gotten from the measurements can be compared to the real values that
the results represent.
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3. Reverse Measurement as a Tool for Evaluation

Reverse measurement, as a tool for evaluation of the management method prior to its
implementation, uses “old” real-life data as start values, simulates the activities that were
derived from the planning process and measures their results for a defined number of periods.
The end results for every defined period are compared with the real-life values for the same
measures and same periods. If the results are better in the simulation then in real life, the
management method is good, if they are not better, then the management method has to be
changed.

The implementation of reverse measurement is shown in figure 4 and includes the following
steps:

1. Determine the time periods for the comparison to be carried out — Planning and
managing period (PMP) 1 to n, whereby PMP1 is the starting period for evaluation in the
past.

2. ldentify sets of activities defined by the current management method in the
corresponding PMP, that transform the real start values (X) to the real accomplished
values (Y).

3. Consider how to gather X and Y (possible ways include data from existing Information
system or data from strategic or reporting documents) and determine them.

4. Simulate sets of activities defined by the new management method, using the same real
start values (X) in order to transform them into the new accomplished values (Z). Formal
activities are functions where X becomes Y and where X becomes Z.

1. APMPn={A1(X1,Y1), A2(X2,Y2), ..., Am(Xm,Ym)}
2. NAPMPn={A1(X1,Z1), A2(X2,Z2), ..., Am(Xm,Zm)}

5. The qualitative analysis compares the activities for the n planning and management
periods (PMPL1 ... n). Activities from the current management method can be equal / or
partially or completely different (A (X, Y)) for individual periods, while activities from
the new management method (A (X, Z)) change only in the event of a change in the goals
from which they arise.

6. The quantitative analysis compares the actual realized values (PMP1 (Y1 ... m) ... n) that
are the result of the implementation of APMPI ... n on the start values (PMP1 (X1 ...
m) ... n) with values accomplished in simulation (PMP1 (Z1 ... m) ... n) as the result
of the implementation of NAPMPI ... n on the same start values (PMP1 (X1 ... m) ... n).
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Planning and managing period
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Figure 4. Reverse Measurement Implementation for Management Method Evaluation

4. Discussion

In the previous chapter an outline is given on how to use reverse measurement for comparing
values without an appropriate management method and values of defined measures when a
new management method is implemented.

The new management method in this paper relates to performance measurement. Since
strategic planning of enterprise development is a long-term process, but it is usually
performed in cycles, it results with defined strategic goals, which should be achieved in a
certain period of time. The measurement of the achievement of the defined strategic goals
ensures that the plan is accurate and that it is upgraded and adapted to new circumstances that
occur both internally, within the organization and its everyday work, as well as in its

environment.

Several observing can be drawn from the defined comparison process:

1. There can and should be a semantic similarity of the activities obtained by analysis of the
strategic goal and the implementation of strategic planning in the past.
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The values of measures that measure the achievement of goals of implemented or
planned activities using a performance measurement method are easier and more precise
to be determined (since they are planned that way) than by analyzing the organization's
strategic documents. Moreover, some of the values of the measures are in the second
case are impossible to determine, since they are either not recorded or are impossible to
distinguish from other measures.

3. By applying a performance measurement method for measuring organizational
effectiveness and risk management, it is possible to identify the influence of the values of
the measures of the realized goals on the achievement of the strategic goal, while this
cannot be identified for the achievement of the strategic goal according to the strategic
documents.

4. Using a performance measurement method, it is possible to monitor the realization of all
activities that lead to the achievement of a strategic goal, and the achievement of the
strategic goal itself, while without applying it, the process is reduced to the study of
statistics, which for some activities exist, and for some are not identifiable.

5. Conclusion

The application of the performance measurement enables monitoring of the development of
an organization from the strategic planning stage to the realization of all necessary activities
to move from the present state to the future, desired state. In order to achieve the strategic
goals successfully, it is necessary to provide timely information on the degree of their
realization or realization of certain activities in the achievement of each strategic goal. In that
way the resources of the organization can be effectively managed. In order to use the
information, a model that collects and stores the information has to be implemented. If we
want to evaluate if the activities are defined well at the beginning, reverse measurement can
be applied. Reverse measurement is a special and novel approach to the evaluation, which
with use of historical data gives an outlook on the management method usability in the future.

Although this work gives a proposal of a new approach to evaluation of management
methods used in organizations, it also has some limitations. For performing the steps in the
proposed methodology, some semantically similar activities from the current management
method and from the new management method must be identified. The values of measures
that measure the goals defined by the process of strategic planning for the future are simpler
and more precise to be determined through a model than the values of measures determined
from the current IS or by analyzing organization's strategic documents. Moreover, some of
the values of the later mentioned measures are impossible to determine, they are not kept in
the records or it is impossible to separate them from values of other measures.

Using the proposed approach also doesn’t take into account the organizational external
environment with changing conditions and trends, as well as changes that occur every day
inside of an organization. If some activities and effort are positively evaluated in the past,
does not mean that they would work well today or tomorrow. Therefore, the proposed tool for
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evaluation can be used only as an orientation and give general information and not exact data.
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