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Preface

Enabling efficient policy implementation is an Economist Intelligence Unit report, sponsored by Oracle.
The findings and views expressed in this report do not necessarily reflect the views of the sponsor.

The Economist Intelligence Unit’s editorial team executed the survey, conducted the interviews and
wrote the report. Kim Andreasson was the editor and project manager. Dr Paul Kielstra was the author.
Mike Kenny was responsible for the design of the report. The quantitative findings presented in this
report come from an online survey of 211 respondents—127 from private-sector companies and 84 from
the public sector—conducted by the Economist Intelligence Unitin July and August 2009. The survey
asked respondents about the challenges of policy implementation, from changing strategic direction to
the risks involved in adapting to new compliance requirements.

To supplement the quantitative survey results, the Economist Intelligence Unit also conducted in-
depth individualinterviews with five senior executives and public sector officials. Our thanks are due to
all survey respondents and interviewees for their time and insight.
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Enabling efficient policy implementation

Executive summary

I n order to sustain ongoing operations, pursue new strategies or comply with external regulations,
organisations face complex policy decisions. In Finland, for example, the constitution mandates that
the national and municipal governments are able to serve constituents in both Finnish and Swedish

languages. The required effort associated with putting into effect such policies, however, is often greatly
underestimated. Indeed, the process of policy implementation is usually divorced from the development
of the policy itself, and the lack of proper planning can lead to great risk, such as discrimination suits, if

not applied correctly.

This Economist Intelligence Unit report, sponsored by Oracle, seeks to identify the challenges
and opportunities faced by public sector officials and corporate executives alike in the area of policy
implementation: from a change in strategic direction in the face of new opportunities to the risks involved

in adjusting processes to fit new compliance requirements.

Policy implementation—and its ongoing application—is important because inconsistency in both
the public and private sectors can resultin regulatory non-compliance, exposing organisations to legal
problems. One issue facing budget-strapped public healthcare providers in California, for example,

About the survey

In orderto assess how organisations are addressing the challenges
of policy implementation—from a change in strategic direction in the
face of new opportunities to the risks involved in adjusting processes
to fit new compliance requirements—the Economist Intelligence Unit
conducted an online survey of 211 public sector officials and private
sector executives in July and August 2009.

Of the 84 respondents from the public sector, 46% are heads of
department or above. Eighty-one percent represent government
departments or state-owned enterprises, and 19% are from non-
governmental organisations (NGOs) or elsewhere within the sector.
One-half (50%) come from organisations with annual operating
budgets of US$500m or more. Public sector respondents are based

primarily in Europe (30%), the Asia-Pacific region (29%) and North
America (17%).

Of the 127 private sector respondents to the survey, 51% describe
themselves as board members or C-level executives. Forty-three
percent work for publicly listed corporations and 57% for privately
owned companies. Just over one-half (53%) work for companies
with globalannual revenue exceeding US$500m. Some 18 different
industries are represented in the private sector survey sample, led
by respondents from financial services (30%), professional services
(14%), and consumer goods and healthcare (both 7%). Respondents
also come from a wide variety of functions, including strategy and
business development (42%), general management (41%), and
marketing and sales (26%). Private sector respondents are based
primarily in the Asia-Pacific region (31%), North America (29%) and
Europe (25%).
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is whether the cuts they need to make will leave them in violation of a host of federal and state
requirements. Meanwhile, in 2005, UBS Warburg, aninvestment firm, lost a US$20m court case in part
becauseits policy procedures did not follow electronic discovery regulationsin the preservation of
relevant e-mails.

In fact, the similarities between the public and private sectors in this regard far outweigh the differences.
Forall organisations, the implementation of policy directives requires hard work, keen attention and
efficient processes to achieve success. The key findings from the research are highlighted below.

Poorimplementation is widespread and damaging to a large majority of companies. Faced with this
challenge, 30% of organisations admit that they are at best only occasionally effective at policy change,
and one-half say that they are only somewhat effective. Of government respondents, 89% have suffered
some negative impact from failure in this area, including 52% who have seen their ability to deliver their
mandated mission damaged. In the private sector, 81% have experienced some damage, including 41%
with a reduced ability to execute strategy.

The need for more efficient policy implementation is growing. Amid a weak global economy,
governments are taking a more active financial role while companies are cutting costs and changing their
business models. As a result, three-quarters (75%) of survey respondents have seen an increase in the
volume of new policies in the last 12 months. Seventy-seven percent expect the same in the next three
years, including 22% who expect the number to increase greatly.

Implementation tends to be reactive and under-resourced. Despite these problems, the issue is not
receiving the attention it needs. Poor planning is the leading cause of policy change failure, according
to 46% of respondents. Nevertheless, far more organisations are reactive—trying to figure out how

to promulgate a policy once itis decided—than ensuring that the details of implementation are taken
into account by policymakers (39% compared with 25%). Even worse, 45% of all respondents, and 49%
from government bodies, indicate that their organisations do not devote sufficient time or money to
implementation.

Policy implementation can lead to the interests of senior management taking precedence over those
of other stakeholders. The board or a C-level executive is responsible for policy change implementation
at 85% of companies; in government institutions, senior management fills this role 71% of the time. This
makes sense, as leadership is the job of senior executives. Indeed, the two leading factors contributing
to success in this field are clear directives from policymakers or senior management (according to 72%

of respondents) and their active involvement (66%). Unfortunately, when implementing a new policy,
organisations do not weigh allinterests equally: 49% of respondents say their organisations are far more
concerned about the effect on senior management than on customers (39%) or employees (21%).

People are seen as a problem rather than a solution. For fully 95% of organisations, policy change
remains predominantly manual. The most frequently cited reason is that human judgement s too
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important a part of the process (40%). But even though 44% of respondents say their organisations rely
on people to a great extentin policy change implementation, only 21% say their firms are very concerned
about theimpact of those changes on employees. In fact, only 15% say their companies take into account
employee feedback “to a great extent”. But the issue cuts both ways: roughly sixin ten believe that
employees at their organisation do at best a mediocre job of understanding (59%) and following (58%)
new policies; 32% cite resistance from employees as a barrier to successful policy change.

A holistic approach is needed. Simply throwing money at the problem is not enough. Ourinterviews
indicate that policy implementation requires a holistic approach where formulation and execution are
seen as part of the same process. This includes sufficient resources; the capacity to monitor and learn
from mistakes; communication with all stakeholders about the nature and purpose of the change; and
the ability to include these same stakeholders in the design of the implementation, and to gain from their
insights.
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Introduction

he effectiveness of an organisation is not only reflected in its ability to formulate policy, but also
Tin its ability to execute such policies effectively. As Francis Sullivan, adviser on the environment to
HSBC, a UK-based global banking firm, says: “Writing policy is the easiest thing to do; the hardest thing
is to get the governance and structure right from day one.” In late 2005, for example, the unsuccessful
implementation of a new customs system in Australia’s ports left government ministers being labelled
as potential Grinches who would keep Christmas presents off the shelves. Although that one-time event
was rectified, implementation issues can drag on. More recently, anti-money laundering efforts by the

European Union have been stymied by inconsistent implementation of directives in this area across

member states.

Butineffectiveness is not the only risk: failure to execute policy consistently across an organisation
can leave it open to requlatory risk. To cite just one example, in February 2009 the US Federal Trade

Private sector

Has inconsistent policy implementation across the
organisation caused any of the following in the last year?
Select all that apply.

(% respondents)

Hurt our ability to execute strategy

|
PN

Reduced customer satisfaction

w
~

Slower time to market with new products

w
~

Reduced collaboration across teams

Decreased innovation

N
~

Increased regulatory risk

Led to a loss of market share

Loss of brand reputation

Other

My company does not apply policy changes inconsistently

I

Don’t know

I

1
Source: Economist Intelligence Unit survey, August 2009.

Public sector

Has inconsistent policy implementation across the
organisation caused any of the following in the last year?
Select all that apply.

(% respondents)

Hurt our ability to deliver mandated mission

Increased costs

»
N

Reduced transparency

Compromised accountability

I

3
Reduced customer service

Increased regulatory risk

Reduced funding

-
~

Other

=

Don't know

I

Source: Economist Intelligence Unit survey, August 2009.
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Two sides of the same coin

In theory, the public and private sectors serve very distinct functions
in society. Given different organisational constraints and policy
ends, the challenges of rolling out new policies could be expected
to differ markedly as well. The survey does show some distinctions.
For example, the institutional separation within the public sector
between elected officials who decide policy and appointed ones
who carry it outimpedes the integration of policy formulation and
implementation. Money is also an issue: public sector respondents
are more likely to point to securing sufficient funding as a key
element of success (52%) than respondents in the private sector
(26%). In practice, however, lack of moneyis only slightly more
widespread as a barrier to success (33% compared with 26%).

More striking than the differences are the similarities in the
survey. The answers from each sector to many questions are very
similar. For example, 98% of public sector respondents say that
implementation is very or somewhat important, compared with 92%
in the private sector; 31% of the latter are at best only occasionally
effective at policy implementation compared with 33% of those

involvement of senior management and thorough planning. In
addition, over eightin tenin each sector have suffered some negative
effect from policy inconsistency. Michael Astrue, US Commissioner
of Social Security at the Baltimore-headquartered Social Security
Administration (SSA), who has extensive experience in the private
sector, comments: “A lot of the same principles apply: you've got to
get people who understand the situation to assess itin a clear way
and get smart people together to develop a plan to deal with it.”

The difference, Mr Astrue adds, is in “the touch and feel of it.
In the private sector, when huge amounts of money are being
spentand lost, and stock prices are plummeting, thereis a sense
of urgency that is different. Policy change tends to be slowerin the
public sector. It has a different sense of emotion.” This dichotomy
has positive and negative aspects. On the one hand, it can allow for
better deliberation. On the other hand, achieving speed can be a
real difficulty. Gopal Khanna, CIO of the state of Minnesota, who has
worked in both sectors as well, notes that for Minnesota’s Office of
Enterprise Technology, “our Board of Directors are legislators who
meet every two years to approve our funding. Thatis a long timein
the technology world.”

Overall, then, the public and private sectors face a surprisingly
similar problem in nature and scale. They can also use many

surveyed from the public sector. Both see the biggest barriers to
successful roll-outs as poor planning and complexity, and the biggest
keys to success as clear directives from policymakers, the active

of the same tools. The best way to apply these tools, however,
will sometimes depend on less tangible but no less real cultural
differences.

Commission (FTC) announced that the country’s largest pharmaceutical chain, CVS Caremark, had agreed
to a settlement arising from a failure to comply with its privacy policy—stores were throwing sensitive
personal materialinto municipal rubbish bins. In fact, the companyis one of more than 20in the US that
the FTC has sanctioned in recent years for failing to live up to their own corporate privacy policies. The
consequences literally can be fatal: in June 2009, the UK’s Health and Safety Executive found that the
death of a bus driver at a depotin Eastbourne in southern England occurred in part because “the health
and safety policies and procedures at Eastbourne Buses Ltd were confused and inconsistent”.

Itis clear that proper, consistent and ongoing implementation of policy is an issue for both the public
and private sectors. The survey conducted for this report also shows that the execution of policyis a
high priority for both groups: 98% of public sector officials say that implementation is very or somewhat
important, compared with 92% of private sector respondents. Indeed, the overall perception of policy
implementation between the two groups is strikingly similar [see box]. Although there are differences—
highlighted throughout this report—they tend to be variations on a common theme rather than matters
of substance. The broader message is that all organisations need to look closely at their performance in
policy implementation.
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A growing challenge

“Congress is mplementation of new policy is critical because failed execution can lead not only to a lack of success
adding new but can also resultin regulatory negligence, exposing public and private organisations alike to a
responsibilities host of legalissues. As a result, in the survey conducted for this report, 95% of all respondents call

atan accelerating implementation of new policy a very important priority (68%) or somewhatimportant (27%). Similarly,
rate.” 75% of senior managers within the public sector understand the importance of the issue well or very well,
Michael J. Astrue, as do 63% of board members and 75% of CEQs at private sector companies. The risks of failure are also

Commissioner of Social apparent: private sector respondents rank policy implementation third among the biggest threats facing

Security, Social Security  their company (cited by 29%); for listed companies it ranks second (35%) following only competition.

Administration. Robert Tartaglia, global COO of Allianz Global Corporate and Speciality based out of London, part of the
German Allianz insurance group, explains that if an organisation is not doing wellin this area, “you are at
bestinefficient, you are likely ineffective, and you don’t know if the policy has brought value.” Mr Sullivan
of HSBC says inconsistency in this area would be a “fatal problem”.

The challengeis not only important, itis growing: three-quarters of all survey respondents report a
risein the number of new policies requiring implementation this year. Moreover, 77% expect the samein
the next three years, including 22% who believe that the volume will increase greatly. This is predictable
in a constrained economic environment as governments take a more active role in the economy and
companies make cuts or alter their business models. “Congress is adding new responsibilities at an
accelerating rate,” notes Mr Astrue of the SSA.

Policy implementation—which may need to take place simultaneously across multiple departments,
functions, and even jurisdictions with contradictory regulation—is also inherently complicated. Of the
leading barriers to consistent execution, respondents rank inherent complexity second (44%), only
slightly behind poor planning. The causes of complexity vary. Ron Hilton, CEO of Staffordshire County
Council, one of the UK's largest counties, explains that trying to balance “a confusion of policies”
from different levels of government, regulatory bodies and inspectorates, all often ostensibly with the
same goal, can create difficulties. One example is housing policy in the UK where local governments
focus on the preservation of existing communities, while the national governmentis more concerned
with increasing the overallamount of affordable housing. This frequently leads to a conflict over the
appropriate number of building approvals. Mr Khanna of the state of Minnesota faces a differentissue.
He deals with organisational systems and an asset base that has been evolving for 70 years. In response,
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Mr Khanna spent the last three years creating a new cabinet-level agency, the Office of Enterprise
Technology, and led the implementation of the state’s first Master Plan for Technology. Meanwhile, Mr
Sullivan of HSBC points to size itself as a challenge: “As a company gets bigger, there is an exponential
increase in the complexity of making sure policy is disseminated and implemented, and in getting
information back on the policy.” Indeed, among large organisations—those with annual sales or budgets
of over US$1bn—complexity is also the leading barrier to implementation (43%).

Policy implementation may be hard, but so are many of the challenges faced by governments
and businesses on a daily basis. However, too many organisations are performing badly in policy
implementation: threein ten respondents admit that they are only occasionally, or even not atall, able
to apply policies without having a negative impact on employees or customers. Another one-half say
they are only somewhat effective in this area. Such performance leaves many organisations vulnerable.
Among government entities, within the last 12 months alone, 89% report at least one negative effect
frominconsistent implementation, including 52% who believe it has hurt their ability to do their mission,
42% who mention anincrease in costs and 33% who cite a reduction in transparency. For private sector
respondents, the results are only slightly less stark: 81% of firms report at least one negative effect from
inconsistentimplementation. Faulty implementation at corporations hurt their ability to execute strategy
(cited by 41%), reduced customer satisfaction (34%) and led to loss of market share (23%).
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“One of the biggest
challengesis how
to balance running
the business with
changing the
business.”

Robert Tartaglia, Global C0O,
Allianz Global Corporate and
Speciality.

Turning things around

The survey reveals a number of explanations as to why many organisations fall short and how they
might do better. In particular, these build on four foundations: resources, planning and processes,
leadership and buy-in.

Resources

Often, once a policy is set, it is left to wither on the vine. Of respondents to our survey, 45% indicate that
their organisations devote insufficient money or time to policy implementation, a share that rises to 49%
in the public sector. Resource allocation, of course, is not straightforward, even for companies that do
well at managing policy change. As Mr Tartaglia of Allianz explains: “One of the biggest challenges is how
to balance running the business with changing the business. Typically, companies don't say ‘you must
change policy but can make less money while doing so”.”

The failure to provide necessary resources is not always a result of overwhelming cost. Mr Tartaglia
notes that determining how expensive a typical policy implementation might be is “like answering ‘how
longis a piece of string?”” Mr Sullivan adds that for some policies, “it's not very expensive—if you've got
good people and the structureis right.” For example, when HSBCintegrated the Equator Principles—a
set of voluntary guidelines for financing projects that involve significant social or environmental risks—it
was able to engage with and seek advice from NGOs and it took relatively few people to write the relevant
policies. Instead, the main resource expended was time taken to identify and train the right people. HSBC
also uses web conferencing rather than in-person training in order to keep costs down.

Resourceissues frequently arise not because implementation is inherently expensive or time-
consuming but because existing issues within the organisation impede it. Mr Astrue of the SSA agrees:
“Our big costs tend to be in systems change to support change.” Thisis an issue he has addressed in
part by moving from in-house, antiquated COBOL software to web-based systems with more flexibility.
Underlying many of these constraints is attitude. Mr Khanna of the state of Minnesota notes that roll-out
expenses typically revolve around retraining people, changing processes, and any necessary new tools
or technology. It uses up resources, he acknowledges, but aks whether it should not be seen as part of an
investment to improve service. Mr Tartaglia believes that if a policy change falls shortin implementation,
a host of problems can arise beyond cost, such asincreased reputational and regulatory risk, and even
reduced employee morale. Obtaining sufficient resources, then, flows from a proper understanding of
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Turning things around:
Resources

Insufficient funding at organisations occurs

when those tasked with implementation do not
make a strong enough case to explain not just the
potential benefits, but also the risks of not carrying
outa policy. Mr Astrue recalls that, soon after his
arrival at the Social Security Administration, a
review of the existing technology policies made
clear that, had they been maintained, “the whole
national Social Security system could have ground
to a halt.” Afterinforming Congress of the scale
of the problem, the SSA “got the money in almost
record time”.

what is at stake.

Too often the costs of poor implementation only become apparent over
time. In 2003, for example, the UK government initiated the Child Tax
Credit and Working Tax Credit programme, which involved direct payments
to households rather than—as previously—adjustments to income tax. This
meant the creation of a new department with Her Majesty’s Customs and
Revenue, as well as an entirely new application and assessment system. The
result was chaotic. In the first four years of operation, according to reports
from the House of Commons Public Accounts Committee, over one-half of
eligible recipients received either too much or too little money. Even worse:
out of the £7.3bn overpayments made, the government had only recovered
£2.7bn by early 2009, and £2.8bn is likely lost for good. Recovery is difficult
as recipients of overpayments are often notin a position to pay back large
amounts, and this has caused substantial emotional distress. The heart attack
of one resident of Rochdale, in northern England, even led to questionsin
parliament surrounding the process of reclaiming money.

The failure of the tax credit programme has received wide publicity, but inconsistentimplementation
can hurt performance quietly as well. A study by the Institute of Transport Studies in Leeds found that if
the UK’s rail service putinto effectits own best practice policy across the entire system, it could reduce

maintenance costs by 13%.

Conversely, implementation also has ongoing cost implications. A July 2008 report prepared by the
Blue Sky Consulting Group for the California Endowment, a non-profit organisation dedicated to providing
healthcare to underserved individuals, found that county officials in California, in the face of ongoing
budget cuts, were likely to focus on new applicants rather than existing ones. Falling below mandatory
performance standards, the report notes, “could increase the risk of sanctions and penalties from federal
and state agencies as well as undermine efforts to move aid recipients to self-sufficiency.”

Planning and processes

Adding to the costs of policy implementation, and a problem in its own right, is poor planning.
Respondents cite this as the leading cause of failure in this area at their organisations (46%), and put
thorough planning as the third mostimportant key to success (57%). The underlying problem is not
repeated failures onindividual policy programmes, but that too many organisations do notintegrate
implementation into their strategy. Instead, they have a make-it-so mentality. Slightly more respondents
say that their firms are reactive (39%)—Llooking at implementation only after the creation of a policy—
than pro-active in anticipating how to roll out a new initiative during its formulation (35%). Mr Khanna
notes that as Minnesota re-engineers its enterprise resource planning (ERP) system, for example, itis
using the occasion to bring in new processes rather than simply automate the old ones. “Itis having a
huge effect on back office standardisation and allowing us to cut through all sorts of the silos,” he says.
He believes thatitis also an example of how extensive preparation pays off. Partly, his office looked at

10
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how it could condense the roll out and partly it sought to learn from the mistakes of other organisations.
This upstream work did much to shape a plan that brought in the implementation on time and on budget.
“The more the nuts and bolts of implementation are thought through upfront, the betteritis,” Mr
Khanna explains. Mr Tartaglia adds that failure to think about execution beforehand may lead “to more
detrimental fallout from the policy change than benefits from the policy”.

Although potentially a problem everywhere, reactive implementation is more widespread in the public
sector, where 44% of those surveyed describe their organisations as reactive. The institutionalised split
between political decision-makers and professional civil servants who carry out policy tends to exacerbate
the problem. Mr Hilton of Staffordshire County Council finds that some policymakers “will pick up the
latestidea and say ‘that sounds OK’. A lot of politicians seem to do that.” Across the ocean, Mr Astrue says
that although the SSAis frequently able to explain implementation issues to political aides, “members of
Congress tend toignore that. Statutes dont pay much attention to practical difficulties.” Congress, for
example, has given the SSA responsibility to help states to verify voter eligibility. To get the number of
errors down to 1% of cases would require the SSA to use the 9-digit Social Security number, but Congress,
for privacy reasons, insisted instead on allowing use of only the last four digits of that number. Now,
according to Mr Astrue, “the number of mismatches is huge. Because a lot of the verification requests
come before an election, there is the risk that voters’ rights will be compromised.” The gap between
policymaking and execution creates more problems than poor planning. Public sector respondents also
find the third leading cause of policy implementation failure—that the idea was flawed in the first place—a
far more widespread issue than private sector respondents (40% compared with 29%).

Thorough planning onits own, however, is not the solution. As Mr Hilton points out, too much focus
on the details can lead people “to forget what they are trying to do”. To avoid this, HSBC organises
sustainability policies thematically. That way it can insure that the policiesin question are applicable.
“Otherwise, peoplein a given business might have to read nineteen policies, only two of which might be
relevant,” explains Mr Sullivan.

Instead of planning without strategy, policy implementation depends on putting formulation,
planning and execution within an integrated process. For Mr Hilton, whose work involves implementing
policy changes at the council, planning and preparation begin well before a change in direction. Before
the most recent election, seeing that a changein ruling parties was possible, he and other civil servants
who work for the council “spent time building relationships [with the potentialincoming administration],
trying to identify what they wanted to achieve, and see which things might be abandoned”. This allowed
them to compare existing policies with desired ones to determine where changes were likely. As a result,
when the new council was elected, civil servants were able to avoid introducing new policies in ways “that
would have caused a lot of concern and cost a lot of money”, Mr Hilton says.

Often, planning and decision-making go hand in hand. In the last four years, Mr Tartaglia has helped
to build Allianz Global Corporate and Specialty into a stand-alone subsidiary of Allianz SE, starting
with two quite distinct divisions: Allianz Global Risks and Allianz Marine & Aviation. This has required
a major transformational programme that involves significant policy change across the new entity,
which currently has operationsin more than 70 countries. The right processes, he says, “are absolutely
critical. What I've seen elsewhere, with organisations lacking a structural approach to newideas, is that
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Turning things around:
Planning and processes

Planning for policy implementation should not

begin once the change is made, or even as part of
the decision-making process. Instead, using the
accumulated lessons from previous experience to
inform implementation of new policies is an essential
part of making the process successful. Mr Sullivan
agrees about the importance of such learning.

HSBC has found it more effective to structure its
sustainability policies around thematic areas, such as
specificindustry sectors. It started with forestry and
fully integrated that policy first before proceeding

further. It then took the lessons learned to help in
drafting and implementing the next sectoral policy,
on water infrastructure. Energy, mining and chemicals
followed as the company continues to learn from each
policy before implementing the next.

To address the gap in the public sector between
policy formation and its implementation, the
Australian federal government created the Cabinet
Implementation Unitin 2003. Peter Hamburger,
formerly of the country’s Department of the Prime
Minister and Cabinet, describes its role as providing
betterinformation at the decision-making stage;
following up certain decisions; and changing how
people think about and plan for implementation. The
value of this approach is proven by the fact that several
government departments set up similar units.

you sitaround discussing greatideas, say ‘this is fantastic’, but they tend to dry up on the vine. There
could be huge effort and expenditure, but at best it will never deliver.” Regardless of the size or scope
of an organisation, the key is to have prepared it to deal with ongoing change, including integrating

transformational objectives into management and remuneration targets. “If companies set themselves up

for change, then it does not present practicalissues,” continues Mr Tartaglia. The specifics may vary from

project to project and, Mr Tartaglia stresses, processes need to avoid rigidity. One piece of the puzzle,
however, is consistent across the board: getting people to embrace policy change.

Leadership

The survey indicates that policy change implementation is highly top-down At government organisations,
senior management is responsible for policy change implementation—as distinct from making policy
choices—71% of the time. Meanwhile, either the board or a member of the C-suite takes on this role at
85% of private sector companies. Success is also seen to depend on senior management. The two leading
success factors for policy implementation are clear directives from senior management (72%) and their
active involvement (66%).

This sort of leadership is essential for policy implementation. Where policy is internally generated, it
is the responsibility of the most senior executives to see that strategy is carried out. Where it is written in
compliance with regulation, itis their responsibility to see that the law is followed. Mr Astrue points out
that he and a small team came into the Social Security Administration with a mandate to address the long
delay in disability claims and to improve service more generally. A central part of his approach has been
to transform the agency from a paper-based organisation to one that largely receives, uses and stores
data electronically. Such fundamental change, he notes, requires some degree of top-down direction. Mr
Tartaglia adds that “almost all policy change in one form or another needs a top-down perspective, which
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could be as simple as a sign-off.” Without such clear support, others in the organisation are simply not
going to carry out such changes.
On a practical level, those at the top of a hierarchy are also best placed to provide the clarity and

direction respondents say is so vital to success. Mr Hilton explains: “We employ 30,000 people. If we

don’t get clarity, all those people will beaver away doing what they think needs to be done. They may

even be going more or less the same way, but it will be at various degrees on a compass.” He adds that

leadership also involves a willingness to take risks and not punish reasonable failure: “if you don’t have

the odd wobble, you are living in a comfort zone.” But it also means a willingness to pull the plug where

necessary rather than spending millions more on something that is not working. Itis also the job of the

|
Turning things around:
Leadership

Leadership means more than giving orders.
Sometimes it takes courage to pull the plug on less
successful changes in policy direction. In 2000, for
example, the British Post Office decided to rebrand
itself as Consignia. This was a public relations
disaster, with even employees refusing to use

the new name. Soin 2002 the company changed
its name to Royal Mail plc, thereby regaining the
benefit of a brand stretching back hundreds of
years.

Perhaps the most famous corporate reversal
ever was the reissuing of Coca-Cola Classic after
Coca-Cola changed its formula in 1985. This was
humiliating to the leadership but turned around a
disastrous roll-out. In fact, the resultant sales of
Coca-Cola Classic were so strong that conspiracy
theorists suggested that the whole thing had been
a marketing ploy.

organisational leadership to decide priorities. As Mr Sullivan warns: “Itis
important you don't try to swamp the system and have dozens of policies going
through at the same time.”

Where the difficulty arises, however, is that—to abuse the words of a former
US president, Abraham Lincoln—although change needs to be of the leadership
and by the leadership, at too many organisations itis for the leadership as
well. Respondents report that when implementing a new policy more (49%)
are likely to show great concern for the ramifications for senior management
than for any other stakeholder group, including customers or clients (39%).
This is particularly the case in the public sector, where the equivalent figures
are 58% and 40% respectively. Mr Tartaglia has seen over the years at other
organisations, even for projects based around customer or client support,
that the latter are often either insufficiently or not atallinvolved. Wherever
mechanisms and structures do not exist to consult with stakeholders, “it tends
to be a general failure across the board,” he says. “The stakeholder is the
person who will be changed by this. If you are not engaging them at the early
stages, you will lose them.” Incomplete adoption of the metric systemin the
UK—after more than four decades since the government first introduced the
policy—shows that failure to win stakeholder hearts and minds can indefinitely
delaya full roll-out.

For, Mr Khanna, the problemis not a lack of good technological solutions
but a lack of vision. “An organisation has to have an appetite to investin R&D

to make things better. Those organisations that see IT as a resource centre treat it differently, which

might allow policy change to be implemented expeditiously. Itis a leadership issue,” he says.

Mr Astrue points out that knowing how to talk with stakeholders on their own terms can help to

overcome communication issues. For example, the SSA ran an advertising campaign featuring Patty Duke,

an actress unknown to most staffers younger than 50, but well known to the 62- to 70-year-old targeted

demographic, in order to encourage people to switch from paper to online applications. Within two weeks,
the campaign boosted the proportion of online usage from 25% to 33%.

13
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Winning support

The survey shows an apparentinconsistency in rolling out new policies at many firms. On the one hand,

44% of respondents say that they rely on people in implementation to a great extent, and a further

37% did so significantly. Thisis well ahead of the figures for processes (22% rely on these greatly)

and technology (15%). Moreover, 42% overall, and 59% of government respondents, consider broad

consultations with employees among the most important factors leading to success in such changes.
But these consultations are actually well down the list of keys to success—in fourth place among

“Ifthere werea
magical way of
bringing people
to adopt new
processes quickly,
we would all be
better off.”

Gopal Khanna, Chief
Information Officer, State of
Minnesota.

organisations.

government respondents and sixth among private sector ones (31%). Moreover, communication is
apparently often one way. As a new policy is putin place, only 21% of respondents are very concerned
about theimpact on employees, making them the stakeholder with the least relevant views. Then, after
the change takes place, only 15% take employee feedbackinto account to a great extent; much less
than the number who take into account the views of customers or voters (27%). Whatever consultation
takes placeis also too frequently inadequate. Roughly six in ten respondents say that employees at their
organisation do at best a mediocre job of understanding (59%) and following (58%) new policies. The
figure for measuring the value of such change is even worse (78%). Accordingly, although push back
from employees is not the biggest barrier to successful policy change, itis animportant one at 32% of

The crux of the problem is summed up by Mr Khanna: “The challenge in introducing new processes is
always the human aspect. People always think that what they are doing is best.” To turn humans—often
innately reluctant to change—into central agents of policy implementation is at best challenging and
sometimes impossible. “You don’t ever entirely avoid push back,” adds Mr Astrue. “Any organisation that
has been running tightly is going to have an attachment to the way things are done. Change is always

hard.”

According to our interviewees, part of the solution is, in Mr Astrue’s words, “thoughtful over-

Turning things around:
Winning support

Making people accept new policies is easier if

they feel they are part of the decision-making
process. At Allianz Group, the suggestion box has
been modernised accordingly. Internally know as
“I2S” (Ideas to Success), the initiative encourages
employees to submitinnovative ideas and to work
through the impact of them. It is, according to Mr
Tartaglia, more about engagement than simply
tappinginto good thinking. “Itis at the heart of
change management. If you don’t bring your staff
along, no matter how good the idea, no matter how
good the process, you will be lost,” he says.

14

communication”, which includes being open to feedback. A further step is
involving employees in the change process. This does not mean changing
organisations into deliberative assemblies. Rather, efforts need to
concentrate on the most relevantindividuals who are likely to have insight.
As Mr Sullivan puts it, “Itis more important to get the quality right than the
quantity.” And Mr Khanna comments: “This is one of the biggest challenges
that a leader has to manage. If there were a magical way of bringing people to
adopt new processes quickly, we would all be better off.”

While information technology (IT) is not a magic bullet, the survey shows
that it can be effective. Among survey respondents, 29% say that the primary
barrier to greater use of IT, and therefore more automation, is the insufficient
advantage their own organisations take of IT, and 16% acknowledge that their
processes are too ill-defined to automate. Mr Khanna observes that “you will
never take manualintervention out completely, but ‘by design” it can be made
more efficient and effective.” IT can also be used as a justification to improve
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15

Enabling efficient policy implementation

processes. Mr Khanna notes that as Minnesota re-engineers its ERP system, it is using the occasion to
bringin new, better processes rather than simply automate old ones.

One area where technology can be particularly helpful is where processes have been designed to allow
web-based delivery of services. The Social Security Administration has been moving in this direction as
indicated by the 2009 University of Michigan’s American Customer Satisfaction Index for e-Government,
where three of its online tools outscored all other government ones and many private sector financial
services applications. Its Retirement Estimator came in first. Although the primary driver of such e-
government is better service to clients, Mr Astrue notes that another benefit is flexibility. “We are trying
to move to modern, web-based systems [across the organisation] so it will be easier to make changes,” he
explains.

At the same time, the role of ITin policy implementation is currently limited. For 95% of respondents,
such process is mostly or entirely manual: only 4% work for organisations that have predominantly
automated policy change. Similarly, only 15% rely to a great extent on ITin rolling out policies, and use of
technologyis one of the least often cited factors used to explain success in this field (mentioned by 31%).
The figures suggest that the private sector is more advanced in technology uptake, but not enough to
change the broader picture of a largely manual activity. In a field that requires subtle nuance, not merely
to decide on the best way ahead but to bring others along with you, IT cannot replace people. In fact,
the most widely cited impediment to its application in this area, named by 40% of respondents, is that
organisational processes and policies require too much human judgement to be amenable to automation.
“Human judgementis ultimately key,” agrees Mr Khanna.
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Conclusion

or nearly a thousand years, nursery children have heard how King Canute’s royal robes became soaked
then the tide simply ignored his orders to stop. The wise monarch wanted to show fawning courtiers
the limitations of power: creating and declaring a policy is one thing, having it enacted and obeyed quite
another. But too many senior executives in the publicand private sectors have forgotten the lesson
and seem to think that policies can enact themselves. Organisations need to take a holistic approach to
improve their policy implementation efforts. The foundations on which to build success include:

® Resources. Ifa policy change falls shortin implementation, a host of problems can arise, such as
increased reputational risk and low employee morale. Once executives fully understand the issues at
stake they need to make sure that enough time and money is spent on putting the policy into effect.

® Planning and processes. Good policy implementation depends on carefully putting together policy
formulation, planning, and execution. Prepare for new policies far enough in advance.

® Leadership. Those people at the top of the hierarchy are in the best position to provide the clarity and
direction thatis vital to success.

® Foster a culture of commitment. According to our interviewees, part of the solution is, “thoughtful
over-communication,” which includes being open to feedback.

® Technology. While information technology is not a magic bullet, the survey shows thatit can be
effective when properly integrated with the right people and processes.

Yet, nearly one-half of survey respondents admit that implementation is under-resourced, and more
organisations are reactive than plan ahead. Failure and damage are widespread: roughly eightin ten are
at best only somewhat effective in this area, and a similar number admit to suffering at least one negative
impact from inconsistency in implementation.

Simply throwing money or resources at the problem will not lead to a solution. Instead, the research
shows that policy implementation requires integrating execution into a broader continuum thatincludes
both policy formation and feedback on any roll-out. For such a process to be effective, companies and
government entities must also:
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consider seriously the risks and benefits of a policy change, and apply resources accordingly;
integrate implementation considerations into policy planning and decision-making processes;

have structured reporting on policy implementation successes and failures, and the resultant effect of
the change;

use the lessons from this reporting to improve planning the next time round;

look to technology where it might be appropriate to make better use of it. One area where technology
can be particularly helpful is where processes have been designed to allow web-based delivery of
services.

communicate with stakeholders to find out theirinterests in a policy change and to encourage them to
acceptit;

have senior management lead the change, but do not make it serve their interests more than those of
other stakeholders; and,

find structured and unstructured ways not only to keep relevant people throughout the organisation
informed about the change, but also to use theirinsight to improve policy formulation and
implementation.

Thereis certainly room to gain an advantage: only 10% of companies and 14% of public sector

respondents consider themselves much stronger than their peers in this area. A better approach can
therefore quickly transform policy implementation from a headache into an organisational asset.
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Appendix: Survey results

Percentages may not add to 100% owing to rounding or the ability of respondents to choose multiple responses.

In your view, how important in comparison to other priorities is the implementation of new policy—both those the organisation
took for its own reasons (such as changes in strategy) and those it has implemented as a result of external regulatory
requirements? Select one.

(% respondents)

Very important 68
Somewhat important 27
Neither important; nor unimportant 4
Unimportant 0
Don't know 0
When it comes to policy, is your organisation generally proactive or reactive? Select one.
(% respondents)
We are proactive (eg, we anticipate new strategic or mandated policies and
prepare before we are required to implement them) 35
We are reactive (eg, only after given a specific directive of change in strategy,
or a policy mandate, do we look into how to implement it) 39
We are neither proactive, nor reactive (eg, we look at the potential impact of
each strategy or policy mandate in isolation before deciding on how to react) 25
Don’t know 0
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Has there been an increase or a decrease in the number of significant policy changes your organisation has implemented this year—
both those the organisation took for its own reasons (such as changes in strategy) and those it has implemented as a result of
external regulatory requirements? And what is your expectation for the next three years? Select one for each row for this year.

(% respondents)

Ml Increasing greatly [MIncreasing [MNochange [M Decreasing Decreasing greatly B Don't know

This year

Next three years

60 22 21

55 16 211 4]

How concerned is your organisation about the potential ramifications for the following stakeholder groups when implementing

new policy? Select one for each row.
(% respondents)

.Very concerned [ Somewhat concerned [l Neither concerned; nor unconcerned Unconcerned [ Don’t know
Senior management
49 35 11 2]
Employees
21 49 22 1
Customers (private sector) or constituents (public sector)
39 41 15 1]

Investors (private sector) or voters (public sector)
28

In your view, does your organisation spend enough
resources—in terms of budget and time—on implementing
new policy to serve its customers or constituents? Select one.
(% respondents)

Yes 50
No 45
Don’t know 5

In general, how effective is your organisation at
implementing mandated policy (eg, the policy is adopted
without affecting employees, consumers or customers
negatively)? Select one.

(% respondents)

Very effective

Somewhat effective

Occasionally effective
24

Not at all effective

Don’t know

'
(=]
-
©

What are the biggest barriers to the consistent, successful
implementation of significant new policies across your
organisation? Select three.

(% respondents)

Poor planning of implementation

I
o

The complexity of consistent implementation

S
I

The policy itself was poorly thought out/lack of clear objectives or mandates

w
&~

Lack of accountability

Lack of interest from/push back from employees

Insufficient funding/resources

Lack of interest from senior management

Culturalissues

Other

Don't know

o
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To what extent does your organisation take into account customer or constituent feedback after a new policy has been
implemented? To what extent does it take into account internal feedback from employees? Select one for each row.
(% respondents)

M Toagreatextent [MTosomeextent [MOccasionally [lRarely Notatall [ Don’t know

Customer or constituent feedback
27 47 18 611]

Internal feedback from employees
15 45 25 11

When it comes to policy implementation, how well do your organisation’s employees do the following?
Rate on a scale of 1to 5, where 1=Very well and 5=Not at all well.
(% respondents)
MivVerywell M2 W3 M4 5Notatallwell ¥ Don't know
Learning about the new policy

12 39 35 10 1]
Understanding the new policy
9 31 40 16 1]
Following the new policy
7 34 38 17 1
Measuring the effectiveness of the new policy
5 14 27 33 2]

When it comes to implementing policy, to what extent does your organisation rely on people, processes and technology?
Rate on a scale of 1to 5, where 1=To a great extent and 5=Not at all.
(% respondents)

M1Toagreatextent M2 3 W4 5Notatall [ Don’t know

People

44 37 11 4
Processes
1]
Technology
1]
Which is more difficult? Implementing policy changes taken In your opinion, which of the following factors are most
as a result of external demands (eg, new legal compliance important to successful policy implementation at your
requirements), or those taken as a result of internal organisation? Select all that apply.
considerations (eg, new strategy)? Select one. (% respondents)
(% respondents)

Clear directive from policymakers or senior management

~
N

More difficult to implement policy changes due to external demands
Active involvement of senior management

About the same

Thorough planning before implementation

v
]

More difficult to implement policy changes due to internal considerations
41 Establishment of processes

Don’t know o

Effective communication with customers of constituents

o
I

'S
s

Broad consultation with employees

S
N

Sufficient funding

Use of technology
31
Alignment of financial incentives with successful implementation
7

I|
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How automated is policy change implementation is at your What is your organisation’s ownership structure? Select one.
organisation? Select one. (% respondents)
(% respondents)

Privately owned company
Notatall

w
S

14 State-owned enterprise / government
Some minor aspects are automated, but it is mostly manual

»
N

Publicly listed company
Certain policy changes—such as those to customer compliance processes—
are highly automated, but most are not NGO / other public sector

Policy change is heavily automated across the board, with
only minor manual activity necessary

!

Don't know

=

What is the biggest impediment to greater automation of
policy change processes at your organisation? Select one.
(% respondents)

We do not have clearly enough defined, rule-based processes

Our policies and processes do not take sufficient advantage of
technology to be more fully automated

Our policies and processes inherently require too great an element of
human judgment to be amenable to automation

|
(=]

Current technology is insufficient to help with any but very
specialised policy change implementation

Don’t know
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Public sector respondents

In your opinion, how does your organisation compare with other public-sector organisations in the following areas?
Rate on a scale of 1 to 5, where 1=We are much stronger and 5=We are much weaker.

(% respondents)
M1 Wearemuchstronger M2 3 M4 5 We are much weaker [ Don’t know
Cost effectiveness
15 37 E) 11 1]
Level of service provision
18 43 30 61 2]
Ability to react to changing needs relevant to its mission
14 43 30 12
Ability to implement new policy mandates quickly across entire organisation
14 35 35 13

In your view, how well do the following people understand the importance of policy change management?
Rate on a scale of 1to 5, where 1=Very well and 5=Not at all.
% respondents)

—

Miverywell W2 W3 W4 5Notatall [ Don’t know
Government agencies generally

8 35 33 18 2]
Political appointees at your organisation
11 29 26 18
Senior management at your organisation
HR department at your organisation
11 29 26 25 1]
IT department at your organisation
1]
Risk management at your organisation
10 24 28 19
Employees at your organisation
7 25 36 25 1

Has inconsistent policy implementation across the
organisation caused any of the following in the last year?
Select all that apply.

% respondents)

—

Hurt our ability to deliver mandated mission

Increased costs

[

[

= = = o =
@ H @ =) @
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@ @ @ 3 @
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- a a EX o
= - =y wv a

S @ @ @
EX R B I OH
S = 3 ) =]
@y 33 S
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»
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z 3 &

o o

O E

s

Other

=

Don‘t know

I
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At your organisation, who is primarily responsible for
implementing policy? Select one.
(% respondents)

Specialist change management personnel

Specialist risk management personnel
Other public-sector agency

Political appointees at your organisation

Senior management at your organisation
Other

Nobody

0

Don't know

0

What is your organisation’s global annual budget in
US dollars?
(% respondents)

$100m or less 30

$100m to $500m 20

$500m to $1bn 10
$1bn to $5bn 17
$5bnto $10bn 10

$10bnormore 14

Which of the following best describes your title?
(% respondents)

Director of agency/ministry, or equivalent

-
oy

Deputy director of agency/ministry, or equivalent

!

Financial chief/treasurer/comptroller, or equivalent

Senior manager or head of department, or equivalent

=
o
=1
o
=)
[}
=
~n
~

Project officer/programme manager

Other

I
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Private sector respondents

In your opinion, how does your organisation compare with its closest competitors in the following areas?
Rate on a scale of 1 to 5, where 1=We are much stronger and 5=We are much weaker.

(% respondents)
1 Wearemuchstronger M2 M3 W4 5 We are much weaker [ Don’t know
Profitability
2]
Revenue growth
Ability to react to changing risks and opportunities
18 42 24 11 1]
Ability to 1mplement policy change quickly across the entire company
34 38 11 3]

In your view, how well do the following people understand the importance of policy change management?
Rate on a scale of 1to 5, where 1=Very well and 5=Not at all.

(% respondents)
Miverywell W2 W3 W4 5Notatall [ Don’t know
The board
6]
CEO
44 31 15 4 e
Other C-level executives
23 34 32 4
HR/staff training
17 23 36 13 - 3]
Legal/compliance
26 29 26 10 5]
Risk
21 29 30 5
IT
11 29 29 20 . 5]
Change management function
At your organisation, who is primarily responsible for What is your organisation’s global annual revenue
implementing policy change? Select one. in US dollars?
(% respondents) (% respondents)
The board
$500m or less 47
CEO
] $500m to $1bn 10
Other C-level executives $1bnto $5bn 13
31
HR/staff training ~ $5bnto$10bn 8
$10bn or more 22
Legal/compliance
Risk
2]
T
2]
Change management function
5]
Other
Don’t know
0
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What is your primary industry?
(% respondents)
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Healthcare, pharmaceuticals and biotechnology

I

Education

IT and technology

Manufacturing

Energy and natural resources

ﬁ!

hemicals

rn!

ntertainment, media and publishing

q!

elecommunications

ﬁ!

onstruction and real estate

ogistics and distribution

—

>!

erospace and defence

g

riculture and agribusiness

zm

utomotive

Fm

etailing

3

ransportation, travel and tourism
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Which of the following best describes your title?
(% respondents)

Over the next three years, which factors are most likely to
pose the greatest risk to your organisation’s global
operations? Select three.

(% respondents)

Competition

Geopolitical instability

a

©

=
&
o
o
=1
Y
=
4}
o
o
=1

-
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Energy costs

-
~

Supplier disruption

Corruption

Logistics failure (port strike, etc)

rn!

xport restrictions

o
~

yberincidents

—
)
o
3
o
3.!
@
3

atural disaster

=

o
o
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e
w

Don’t know

w
»

Slower time to market with new products

w
»

Reduced collaboration across teams

Decreased innovation

N
~

Increased regulatory risk

Led to a loss of market share

Loss of brand reputation

Other

My company does not apply policy changes inconsistently

I

Don’t know
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Demography

In which country are you personally located?
(% respondents)

United States of America

India
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Canada

United Kingdom

Singapore

I

Australia, Brazil, Germany, Belgium, China, Nigeria

Italy, Pakistan, South Africa

Hong Kong, Indonesia, Netherlands, Spain, Switzerland,
United Arab Emirates, Argentina, Austria, Chile, Colombia, France,
Ireland, Malaysia, Mexico, Poland, Thailand

1

In which region are you personally based?
(% respondents)

Asia-Pacific
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Middle East and Africa
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astern Europe

What are your main functional roles?
Please choose no more than three functions.
(% respondents)

Marketing and sales
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