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This educational tool is meant for deeper strategic management studies. 
The publication provides contemporary knowledge of strategic management 
that helps expediently work towards analytical and practical skills in strategic 
management. 

The educational tool itself covers 3 main aspects: firstly, the context of 
strategic management is analysed and provided, secondly, the process and 
content of the strategy is evaluated and, lastly, the particularities of the public 
sector are discussed. 

The educational tool covers 8 topics:
The first topic consists of the definition and development of the strategic 

management science; strategic management methodologies, management by 
objectives, programmes and systematic management. This topic analyses: 
definition of organisations and the elements they control in a given 
environment; definition of strategic management; strategic objectives and 
their benefits; significant changes in strategic management; common features 
of strategic management; development of the strategic management science; 
historical trends for the development of strategic management; strategic 
management schools; normative and emergent methodologies: classes of 
theories, forming the basis for methodologies; stages and phases of strategic 
management, as well as positive and negative aspects of the methodologies; 
the purpose of a system of strategic management and its developmental 
stages; management by programmes: development, functions, benefits and 
problems; management by objectives. 

The second topic covers the features specific to strategic management of 
the public sector; system of the public sector in Lithuania. The topic introduces: 
the emergence of the public sector: historical-political aspect, content, 
definitions, components of the public sector in Lithuania; differences 
between private and public sector; features of strategic management specific 
to the public sector and dimensions of developed strategies. 

The third topic covers the structure of strategic management processes 
in public institutions; organisational vision, mission, philosophy, strategic 
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problems and objectives. This topic briefly introduces: the structure of strategic 
management processes in public institutions: planning, organisation, 
motivation and control; organisational vision and mission; the role of 
managers in formulating the mission and their ethical motives; formulation 
of the vision, mission and philosophy in public institutions; determining 
strategic problems and strategic objectives.

The fourth topic encompasses planning: analysis of the internal and 
external environment. The topic introduces: strategy development models; 
eight stages of strategic planning; analysis of dynamic capabilities; PEST 
analysis; analysis of institutional internal factor using the 7-S model; SWOT 
analysis.

The fifth topic covers organising: the system of strategic planning, main 
planning documents; preparation of programmes for the implementation of 
strategic functional plans and their management based on performance. This 
topic includes: system of strategic planning and main planning documents, 
plan of the budget and priorities of the Government, development strategies of 
industries (sectors), institution and region development plans, EU Structural 
Fund programming documents and procedures; organisational structures 
and positions for developing and implementing strategic plans; evolution 
of programme management, its benefits and problems; development of 
programmes for institutions; management based on performance. 

The sixth topic focuses on motivation; using organisational structures 
to implement a strategy; drafting programme budgets. This topic focuses on: 
organisational culture; strategies for managing human resources; analysing 
politics in an organisation; the sequential relation between strategy and 
structure; bilateral relations between strategy and structure; designing 
organisational structures; the objectives of drafting a programme budget, its 
benefits. 

The seventh topic relates to benchmarking results and controlling the 
implementation of strategic plans. This topic analyses: definition of strategic 
control; strategy implementation programmes; guidelines for implementing 
strategies, assigning tasks and communication; resource allocation; 
monitoring and control; performance measurement.

The eighth topic concerns the methodology of strategic planning in the 
Lithuanian public sector. This topic analyses: the legal aspects of strategic 
planning; issues brought about the strategic planning methodology; the 
main stages of the process of creating strategic operational plans and their 
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implementation; problems that institutions face in the field of strategic 
planning; critiques of the methodology of strategic planning and the 
processes carried out.

After each topic, a list of recommended literature is provided for more 
detailed studies.
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1.	 Definition and development of the strategic 	  
	 management science. Strategic management  
	 methodologies, management by objectives,  
	 programmes and systematic management

THIS TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	 understandings the genesis of strategic management;
	 understanding the core ideas of strategic management in 

organisations and their development stages;
	 understanding the features of strategic management and its 

purpose;
	 understanding the benefits of strategic management, the 

advantages and disadvantages of strategies.

1.1. 	 Defining organisations and the elements they control  
	 in a given environment 

Organisation, its concept, participants and processes have always been 
the object of research in social sciences. Renowned scientists and researchers 
within the fields of economics, engineering, sociology, political sciences, 
psychology, cultural anthropology, linguistics and semantics, philosophy, 
culture and folklore have used a variety of perspectives to study organisation. 

After analysing the concepts of organisation, it becomes evident that 
its definition varies according to the environment of a given organisation, 
interaction between the two, organisational mission and activity. Considering 
the speed of globalisation and technologies, the content of the concept varies 
according to the audience of the analysis and research.
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Drawing on the sources defining organisation, the latter is understood 
as an object or phenomenon (J. Gibson1, B. Z. Milner2, I. A. Smirnov3, А. 
М. Sergejev4), activity process (R. Ginevičius ir V. Sūdžius5, R. Ginevičius 
ir J. Silickas6, N. Paliulis ir E. Chlivickas ir A. Pabedinskaitė7, J. Gibson 
and J. M. Ivancevich and J. H. Dannely8, B. Z. Milner9, G. R. Latfullin & A. 
B. Raičenko10), or a unit of elements (P. Zakarevičius11, E. Bagdonas & L. 
Bagdonienė12, J. Gibson & J. M. Ivancevich & J. H. Dannely13, V. P. Medvedev 
& E. A. Ponudžajev14, J. Kvedaravičius15).

Even though organisation can be understood differently, the majority 
of scientists and practitioners agree that it should consist of three major 
elements: people, goal and activity.

1	 Gibson, J., Ivancevich, J. M. & Dannely, J. H. 2000. Organizations: Behavior, Structure, 
Processes. USA, Australia: IRWIN, p. 3.

2	 Milner, B. Z. 2003. Theory of Organisation: Textbook. (ru. Теория организации: учебник). 
Moscow, p. 1.

3	 Smirnov, I. A. 1998. Fundamentals of Organisational Theory: Teaching tool (ru. Основы 
теории организации: Учебное пособие). Moscow, p. 19–20.

4	 Sergejev, A. M. 2006. Organisational Behaviour (ru. Организационное поведение). 
Моscow, p. 8.

5	 Ginevičius, R. & Sūdžius, V. 2005. The theory of Organisations (lit. Organizacijų teorija). 
Vilnius: Technika, p. 25.

6	 Ginevičius, R. & Silickas, J. 2008. Foundations of Systematic Company Management (lit. 
Sisteminio įmonių valdymo pagrindai). Textbook. Vilnius: Technika, p. 7.

7	 Paliulis, N., Chlivickas, E. & Pabedinskaitė, A. 2004. Management and Information (lit. 
Valdymas ir informacija). Vilnius: Technika, 2004, p. 44. 

8	 Gibson, J., Ivancevich, J. M. & Dannely, J. H. 2000. Organizations: Behavior, Structure, 
Processes. USA, Australia: IRWIN, p. 3.

9	 Milner, B. Z. 2007. Theory of Organisation: Textbook. (ru. Теория организации: Учебник). 
6th Edition. Moscow, p. 31.

10	 Latfullin, G. R. & Raičenko, A. B. 2005. Theory of Organisations: Textbook for the Institutions 
of Higher Education. (ru. Теория организации: учебник для вузов). St. Petersburg, p. 18–
19.

11	 Zakarevičius, P. 2003. Changes in Organisations: Reasons, Management, Outcomes: mono-
graph (lit. Pokyčiai organizacijose: priežastys, valdymas, pasekmės: monografija). Kaunas: 
VDU, p. 29–31. 

12	 Bagdonas, E. & Bagdonienė, L. 2000. Principles of Administration (lit. Administravimo 
principai). Kaunas: KTU, p. 12.

13	 Gibson, J., Ivancevich, J. M. & Dannely, J. H. 2000. Organizations: Behavior, Structure, 
Processes. USA, Australia: IRWIN, p. 3.

14	 Medvedev, V. P. & Ponudžajev, E. A. 2007. Theory of Organisations: Textbook – 
Methodological Complex. (ru. Теория органиэации: Учебник – методический комплекс). 
Moscow, p. 15.

15	 Kvedaravičius, J. 2006. Management of Organizational Development (lit. Organizacijų vy-
stymosi vadyba). Kaunas: VDU, p. 194.
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People should do both: pursue a common goal (organisational goal) and 
harmonise their efforts in order to reach that (common) goal. 

While evaluating the variety of definitions explaining the concept of 
organisation, it is important to agree on a single one. Therefore, hereinafter 
an organisation will be understood as a system applied to unite people in 
a collective act, a system with its functional goals and means of achieving 
them. 

Organisation is not a business firm but a political party, governmental 
institution, military body, university, hospital, labour exchange or any other 
public institution or professional union.

Kluyver and Pearce II perhaps most efficiently refer to the elements 
of organisation. According to them, the environment under organisational 
management includes: structure, system, processes, people and culture (see 
Example 1).16

           Sources: Adapted from Kluyver, C.A., Pearce II, J.A. (2006)

Example 1. Elements of the environment under organisational management

16	 Kluyver, C. A. & Pearce II, J. A. 2006. Strategy: A View from the Top (An Executive 
Perspective). Second edition. New Jersey, p. 17.
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1.2.	 Defining strategic management; strategic objectives 		
	 and their benefits 

Management is understood as a process alone (Makštutis17, Gorbuchov18, 
Robbins and Coulter19, Mazur20, Brass21, Daft22, Appleby23) and as a process 
targeted at the activity performed by people (Bagdonas and Bagdonienė24, 
Рогожин and Рогожина25, Hill and McShane26, Paliulis and Chlivickas27).

According to Mackevičius, “the purpose of management is to coordinate, 
arrange and link various fields of activity and the work of departments as well 
as to guarantee the interaction and coherence between the two. To achieve 
the latter, one needs to determine and maintain the necessary quantitative 
and qualitative links between different work and activity, consistently 
implement those links with respect to time and space, effectively allocate and 
use resources to reach the determined goal.” It is important that the activity 
(of whatever department) is not distorted, as otherwise it would negatively 
impact the activity of other departments. Proper management ensures 
purposeful organisational activity. Hence, having evaluated the concepts 
introduced in other sources, hereinafter management is defined as effective 

17	 Makštutis, A. 2010. Contemporary Management (lit. Šiuolaikinė vadyba). Vilnius: LKA,  
p. 26, 31. 

18	 Gorbuchov, V.A. 2009. Fundamentals of Social Management: Teaching Tool (ru. Основы 
социального управления: учебное пособие). Moscow, p. 12

19	 Robbins, S. P. & Coulter, M. 2007. Management. 9th Edition. USA: PEARSON, Prentice 
Hall, p. 7.

20	 Universal Theory of Management. Teaching Tool (ru. Всеобщая теория менеджмента. 
Учебное пособие). I. I. Mazur’s editorial office. Moscow. 2007, p. 13, 14, 732.

21	 Brass, A. A. 2006. Management: Main Concepts, Ways and Functions (ru. Менеджмент: 
основные понятие, виды, функции). Minsk, p. 7.

22	 Daft, R. L. 2006. The New Era of Management. International Edition. USA, p. 7.
23	 Appleby, R. C. 2003. Contemporary Business Administration (Šiuolaikinio verslo adminis-

travimas). Business management textbook. Kaunas, p. 19. 
24	 Bagdonas, E. & Bagdonienė, L. 2000. Principles of Administration (lit. Administravimo 

principai). Kaunas: KTU, p. 13.
25	 Rogožin, S. V. & Rogožina, T. V. 2006. Theory of Organisation: Textbook for institutions of 

higher education (ru. Теория организации: учебник для вузов). 2nd Edition. Moscow, p. 47.
26	 Hill, Ch. W. L. & McShane, S. L. 2008. Principles of Management. New York, p. 4. 
	 Citation: in accordance with a term used by Follett, M. P. in 1920: ‘management defined 

as the art of getting things done through people in organizations’ – Graham, P. (ed.) 1995. 
Mary Parker Follett: Prophet of Management. Boston; Harvard Business School Press. 

27	 Paliulis, N. & Chlivickas, E. 1998. Management Foundations (lit. Vadybos pagrindai). 
Methodological teaching material. Vilnius: Technika, p. 7.
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and efficient implementation of activity aimed at achieving the objectives 
determined by an organisation.

The essence of management and its content is defined in more detail 
by management functions. The latter depend on various parameters of an 
organisation – the type of an organisation (profit-orientated or public, other), 
the object of management (people, resources, technologies, other), the 
objectives of an organisation (to provide services or goods, or intermediate 
products, other), structure (horizontal or vertical, other), complexity and 
other.

The word ‘strategy’ is often used in everyday language and usually means 
an idea of how an objective should be achieved. 

Strategy has its military origins associated with two Greek words, 
namely ‘stratos’, which means ‘army’ and ‘agein’, which means ‘to lead’. Hence, 
a strategy‘s associations with craft or science of leadership, when one has to 
lead an army in a time of both war and peace, is unquestionable. 

The origins of strategic management should be sought in organisational 
management. In the context of organisational management, the term ‘strategy’ 
was first used in the first half of the 1970s. The fundamental assumptions for 
developing a strategy of organisational activity were dissatisfaction with a 
current position or perspective and uncertainty of functional conditions.

Strategic management of an organisation is said to be a constant, 
dynamic and coherent process on the basis of which an organisation adapts 
to the changes of external environment on time and uses its resources more 
efficiently. The process of strategic management allows developing and 
implementing organisational strategies as a unit of decisions that anticipates 
the most important future objectives of an organisation as well as actions 
and means of achieving those objectives.

General principles and particularities of strategic management depend on:
•	 nature of activity (provision of production, services and ideas);
•	 sources of funding (commercial and non-commercial organisations);
•	 property (public and private organisations);
•	 size (small and big organisations);
•	 degree of diversification (organisations engaged in one or several 

fields of activity) of an organisation.
Apart from the aforementioned specifics, organisations also have 

general strategic management features (see the next chapter and Example 2).
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1.3.	 Common features of strategic management

According to Arimavičiūtė28, strategic management (thought and 
practice) as well as the role and power of responsible specialists is now 
subject to fundamental changes. A tendency to pass on functions of strategic 
management to programme managers from the centralised strategic 
planning personnel becomes evident. Professional planners who a decade 
ago have occupied very important positions in the development of a 
strategic plan are now losing their power. This power is now passed on to 
linear managers. Large projects are being rejected and substituted by a more 
practical approach that is more concerned with environmental changes. The 
intuition of experienced managers is evaluated even if it is not based on the 
conclusions of quantitative methods.

Now the term ‘strategic management’ emphasises three aspects: strategic 
planner is an advisor and assistant to linear managers who make decisions; 
programme manager but not the strategic planner is the most important 
strategist; strategic planning is always associated with other functions of 
programme management, i.e. programme development, organisation, 
budget creation, personnel recruitment, control and analysis.

Strategic management encompasses all management problems that 
arise after developing strategic plans, when one must perform other 
functions of the management process. The term ‘strategic management’ 
clearly states that the plan is incomplete by the time it has been implemented 
and evaluated. Hence, strategic management obliges managers to consider 
everyday operations in the context of a longer period and changing external 
environment. This means that in order to support new initiatives of strategic 
planning, i.e. initiatives that spring from certain changes in organisational 
environment, organisational structure and other elements of management 
have to be adequate.

28	 Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions (lt. Viešojo sek-
toriaus institucijų strateginis valdymas). MRU.
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1.4. The development of the strategic management science

Source: Adapted from Smith, R. J. 1994. Strategic Management and Planning in the Public 
Sector. London: Longman.

Example 2. General strategic management principles.

As sources indicate, organisational strategy is strategically and 
logically composed of a unit of strategic decisions. Every strategic decision 
may be evaluated in terms of three aspects: content, process and context. 
Content is a field of organisational activity related to the strategic decision. 
Process is an association of actions related to the strategic decision when the 
external environment of an organisation changes. Context is the environment 
wherein a strategic decision is developed and implemented.

Public sector organisations are less independent than business firms. 
Their activity is more influenced by the political and social environment of a 
country. Therefore, the strategy of public organisations should be compatible 
with political priorities of a country.

1.5. 	 Historical trends for the development of strategic  
	 management 

1964 marks the beginning of the strategic management science, even 
though sometimes 1951, the year when a book by Viljam Niuman was 
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published, is mentioned as well. There were also some earlier works on the 
topics of strategy, e.g. a famous treatise on the art of war by Sun-Tzu.

From the beginning of 1980, the scope of literature concerned with 
the issues of strategy began to increase. The works by most of the strategy 
makers of the beginning of the nineteenth and twentieth century are now 
of historical nature. These works reflect former military campaigns and the 
conclusions drawn from them.

In organisational management, people began to use the term ‘strategy’ 
in the first half of 1970s. Common assumptions for the development of the 
strategy of organisational activity are two: (1) dissatisfaction with the current 
position and perspective; (2) uncertainty of functional conditions.

Greenley29 distinguishes four periods of strategic management 
evolution: (1) setting a budget and managing it; (2) long-term planning;  
(3) strategic planning; (4) strategic management.

Thanks to strategic management, the planning process in organisations 
has changed. However, even the most advanced organisations only partially 
realise the ideal strategic management in practice.30 

In the contemporary world of business, strengthening competition 
within dynamic markets encourages organisations to seek for effective 
strategic decisions and innovations. Nowadays, we have an opportunity 
to analyse such world famous organisations as ‘Apple’, ‘Google’, ‘Nokia’, 
‘Facebook’, life stages of their activity and the tendencies that determine 
changes of the world market. But can organisations really survive only 
when they are competing with each other? The author is of the opinion 
that if the market is not large (consider the markets of small countries, such 
as the Baltic States), and the purchasing power is limited, the survival of 
organisations may depend on collaboration and cooperated efforts as well as 
division of procedures or labour with the aim of sustaining and creating new 
workplaces but without seeking for a maximum profit.

29	 Greenley, G. E. Strategic Management. Hemel Hempstead, Prentice-Hall. 1992.
30	 Hanna, Nagy. Strategic Planning and Management: A Review of Recent Experience. World 

Bank Working Paper No. 751. International Bank for Reconstruction and Development, 
Washington DC: 1985.
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1.6.	 Strategic management schools 

Mintzberg, Alstrend, Lempel31 distinguished between ten unique but 
relatively limited opinions on the issues of strategic management. All of the 
aforementioned opinions came to be known as schools of thought. 

Scientists of the ten schools of strategy can be divided into two groups:
Prescriptive school of thought, which defines the course of actions on the 

basis of the current position of an organisation and its external environment 
wherein the organisation implements its activity;

Descriptive school of thought, which simply tries to understand 
historical causes that determine a certain position of a certain organisation 
in a certain period.

Table 1 lists the definitions that characterise strategic processes of all the 
schools.

Table 1. Schools of thought in strategy development

PRESCRIPTIVE schools of thought:

1.  Design school of thought Strategy development is understood as a 
thinking process

2. Planning school of thought Strategy development is understood as a 
formal, systematic process

3. Positioning school of thought Strategy development is understood 
as an analytical process based on an 
organisation’s position with regard to the 
‘product-market’ approach

DESCRIPTIVE schools of thought:

4.   Entrepreneurial school of 
thought

Strategy development is understood as a 
process of anticipation which depends on 
the future vision of a businessman

5.   Cognitive school of thought Strategy development is understood as a 
cognitive process

31	 Mintzberg, H., Ahlstrand, B. & Lampel, J. 1998. Strategy Safari: A Guided Tour Through 
the Wilds of Strategic Management. London New York Toronto Sydney Tokyo Singapore 
Madrid Mexico City Munich Paris. 
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6.   Learning school of thought Strategy development is understood as an 
evolving process

7.   Political (influence) school of 
thought

Strategy development is understood as a 
process of negotiation

8.   Cultural (influence) school of 
thought

Strategy development is understood as a 
collective process

9.   Environmental (influence) 
school

Strategy development is understood as a 
process influenced by the organisational 
environment

10. Configurational influence 
school of thought

Strategy development is understood as a 
process of transformation

1.7. 	 Normative and emergent methodologies: classes  
	 of theories, upon which methodologies are based;  
	 stages and phases of strategic management, positive 		
	 and negative aspects of the methodologies 

Normative strategy is a strategy wherein the ultimate objectives 
are set beforehand, and decisions are complexly developed before the 
implementation of a strategy.

 The approach of the normative strategy is based on design, planning 
and positioning schools of thought.

According to the normative approach, strategic management is a direct 
(consistent) and rational process during which a future strategy is developed 
and implemented on the basis of the results of an analysis. The normative 
methodology itself encompasses several theories that are more specific:

(1) Strategy theory based on increasing the profit; 
(2) Strategy theory based on resources; 
(3) Socio-cultural strategy theory. 

The stages of normative strategic process include: strategic analysis, 
creation of a strategy and its implementation – coherently following 
one another. Only when the stage of strategic analysis is completed, the 
development of a strategy within the last cycle begins. To sustain the 
continuum of strategic process, a new strategy is being developed, whilst 
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the former strategy which has already been developed and confirmed moves 
towards the end of its implementation process. The development of a new 
strategy can be brought forward by a failure in the implementation of the 
former strategy or fundamental changes in the environment that were not 
anticipated in the former strategy.

Normative methodology of strategic management has a number benefits 
but, at the same time, if one was to follow this methodology, they would also 
encounter some difficulties.

Emergent methodology was developed quite recently as a means of 
overcoming the drawbacks of normative methodology.

According to the approach of emergent methodology, strategic decisions 
emerge gradually and continuously. In one step, these decisions cannot 
be linked together into one complete strategy of organisation. Emergent 
strategic management does not merge the stages of strategic analysis, strategy 
development and strategy implementation into a unanimous, consistent and 
logical unit. Emergent strategy is a strategy wherein the final purposeful 
orientation is not clear beforehand. Partial strategic decisions within this 
strategy are modelled gradually and continuously. Emergent approach is 
based on the positions taken by the government and schools.

The stages of strategy formulation and implementation are closely 
interrelated. The development of new decisions depends on the results of the 
implementation of former decisions and environmental situation.

Emergent methodology itself encompasses several other theories:
(1) urvival-based theory of a strategy;
(2) Indeterminacy-based theory of a strategy;
(3) Negotiation-based theory of a strategy;
(4) Cognition-based theory of a strategy.
Emergent and normative methodologies have their advantages and 

disadvantages.

1.8. 	 The purpose of a system of strategic management and 		
	 its development stages 

System of strategic management is a repetitive cycle that encompasses 
stages of management, activities, subdivisions of an organisation and groups 
of clients.
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Strategic management is always defined as a system wherein decisions 
are adopted, implemented and controlled simultaneously. According to 
Peter Lorange32, any system of strategic management needs to answer four 
main questions:

(1) Where are we going? (mission)
(2) How are we going to get there? (strategies)
(3) What are the limits of our activity? (budgets)
(4) How do we now that we are still on the right path? (control)
Systems of strategic management are applied to public organisations 

only when the peculiarities of every organisation are taken into account. 
These systems allow controlling the implementation of organisational 
strategy and mission.

System of strategic management operates only within those organisations 
that not only have a clear mission, objectives, tasks and mandates but also 
clear criteria for the evaluation of their activity and the information on the 
price paid for performing their actions and benefits (effect) brought by their 
actions.

Stages of a strategic management system:
(1) Strategic analysis (evaluation of internal and external environment)
(2) Strategy formulation. At this stage, a strategy plan is developed. The 

following functions are performed: (1) revision (and/or) reconfirmation of 
an organisational mission and vision; (2) identification of central problems 
and objectives; (3) establishment of core values; (4) establishment of the most 
important fields of interest; (5) establishment and evaluation of strategic 
alternatives followed by the adoption of decisions.

(3) Strategy implementation. At this stage, strengths are developed and 
various methods are applied in the implementation of strategic projects. 
Usually this stage includes the following functions: (1) formulation of 
programmes and projects designed for strategy implementation; (2) setting of 
the programme budget; (3) organisation of working groups; 4) development 
of strategic human resources; (5) management by objectives (MBO).

Sometimes during the preparation for the programmes that involve 
considerable monetary investments or high risks, a less ambitious 
experimental or a demonstrative project is implemented.

32	 Lorange, P. 1980. Corporate planning: An Executive Viewpoint. Englewood Cliffs, NJ: 
Prentice – Hall.
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(4) Strategic control. At this stage, an organisational strategic activity 
is controlled by the means of comparison between the intended and factual 
goals. The analysis of activity answers the following question: what is and has 
been done to improve future objectives?

At this stage one determines whether the strategic plan or some part of 
it has to be amended and whether certain projects have to be confined or 
expanded.

1.9.	 Management by programmes: development, functions, 		
	 benefits and problems. Management by objectives 

Development. Management by programmes is a strategic management 
within the defined boundaries of individual programmes and projects. 
Historically, the term “contemporary management by programmes” dates 
back to 1970s, the so-called “space century”. At that time, space research 
and creation of heavy weapon systems was managed in accordance with 
accurately planned programmes and projects. Programme approach 
encouraged to divide broad fields of activity into the narrower ones and 
to change the organisation of activity. The exaggerated confidence of the 
organisational structure based upon a hierarchical model, wherein decisions 
are made at the level of the highest hierarchy was gone. More recent approach 
of management by programmes highlighted less centralised structures while 
adopting more decisions at the lower levels.

Most activities were implemented within the boundaries of individually 
planned and managed programmes and projects. It determined greater 
responsibility for the lower levels of management and their involvement in 
the decision-making process, however, the establishment and control of the 
collective activity’s direction remained in the hands of the top tier executives.

There are six functions called activity of management by programmes: 
(1) strategic planning; (2) planning of a programme/project; (3) setting a 
programme budget; (4) establishment of a structure; (5) observation, control 
and evaluation (analysis)33. 

Benefit. Methods of management by programmes are widely used 
within the public sector, private and non-profit sectors. Experience shows 
that the benefit of management by programmes is significant and proves 

33	 Koteen, J. 1991. Strategic Management in Public and Non-profit Organizations. Praeger 
Publishers: New York.
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itself in a number of approaches: (1) clear and purposeful objectives; (2) 
focus on the results; (3) stricter accountability; (4) continuous evaluation; (5) 
measurable effectiveness; (6) insightfulness or creative management; (7) focus 
on the potential; (8) greater reliability; (9) team formation; (10) motivation; 
(11) positive impact on public relations and funding; (12) continuity.

Drawbacks. Management by programmes is associated with several 
drawbacks that may sometimes aggravate the situation, therefore, it is 
important to understand and anticipate the potential difficulties and 
minimise their impact. Drawbacks found to be the most dominant ones in 
practice include: (1) heavy burden of paperwork, (2) employee participation 
in the decision-making process may sometimes cross rational boundaries; (3) 
too much data is collected; (4) it takes a number of years to create a system 
of management by programmes; (5) exaggerated strictness and inflexibility; 
(6) analytical exaggeration; (7) rebellion against the discipline; (8) exaggerated 
autonomy and independence.

1.10.	Management by objectives 

Objectives change general provisions applied in the formulation of a 
mission into more objectively defined obligations indicating what should be 
done and when an objective has to be achieved. Usually it is recommended 
to quantitatively define as many objectives as possible, even though some of 
them are difficult or even impossible to express quantitatively. An organisation 
that needs to outline its mission but fails to supplement it with quantitatively 
expressed strategic and financial objectives, in strategic thinking is subject to 
a threat of wordiness.

Today any introduction to fundamental conceptions of management 
will be complete without having discussed MBO.

Management by objectives (MBO) is a very popular method of 
management acknowledged by a number of people. This method was 
first used in the private sector and later began to be employed in public 
institutions.

MBO is a management process during which general objectives of 
an organisation are implemented while realising individual objectives of 
employees. The aforementioned individual objectives are formulated on the 
basis of a bilateral agreement between the employees and managers.34

34	 Vasiliauskas, A. 2002. Strategic Management (lt. Strateginis valdymas). Encyclopaedia. 
Vilnius.
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MBO is an attractive method as it highlights how to turn general objectives 
of an organisation into specific objectives of organisation’s structural units and 
individuals.

The identification of objectives may be the most important means of 
achieving good results. These objectives become an important part of the 
process of management by programmes.

The popularity of MBO should not be explained by the fact that it is 
always efficient. Many cases are observed when, after applying MBO, the 
expectations of managers were not fulfilled. However, having studied these 
cases more closely it becomes clear that these problems are rarely related 
to the major components of MBO. It is rather the guilt of such factors as 
unrealistic expectations, insufficient interest of the top tier executives and 
the incapacity or unwillingness to reward employees for the achieved goals. 
Despite it all, MBO provides leaders with an instrument by the means of 
which the theory of setting objectives can be realised in practice.

Self-check tasks:

1. Definition of an “organisation” and the elements of the environment 
controlled by it: propositions from the sources, contradictions and 
summarising. 

2. Defining strategic management, its objectives and benefits it provides:
  Origins of strategic management. Origins of strategic management in 

organisational management. The definition of strategic management. What 
influences the content of a specific definition? What are the differences 
between strategic management and strategic planning? What is strategic 
management in organisations? Objectives of strategic management. What 
advantages (disadvantages) does strategic management provide?

3. Fundamental changes in strategic management. 
4. Common features of strategic management. 
5. The evolution of the science of strategic management: the conditions needed 

for the emergence of strategic management and its development. Stages of 
development. Introduction of strategic management in organisations.

6. What changes transform the core ideas of strategic management 
(conceptually and practically), also what is the role of experts in the 
process of strategic planning? What has caused these changes? Have these 
changes affected strategic management of the Lithuanian organisations? ▶ 
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7. Schools of strategy: characterise the x school. What are the stages / ideas 
/ methods of analysis / degree of formality found in the model? What are 
the pros and cons of the model? How can the ideas of the school be used 
in the strategic management of public institutions? 

8. Emergent and normative methodologies: theoretical classes, upon which 
the methodologies are based, stages and phases of strategic management, 
pros and cons of the methodologies. Describe the normative methodology. 
Point to its advantages and disadvantages. Specify the main differences 
of the emergent and normative methodologies. Theoretical classes upon 
which both methodologies are based. Give examples of the uses of 
methodologies and their advantages/disadvantages.

9. The purpose and stages of the system of strategic management: state the 
possible causes for diverse systems of strategic management in separate 
organisations? How do you understand a system of strategic management? 
What are the strengths and weaknesses of a strategic management 
system? Describe the objectives of a system of strategic management. 
Provide practical examples as well. What are the stages of a system of 
strategic management and how do you understand its functions? What 
are the common factors influencing strategic management systems, 
not counting the specific conditions of the institution and situational 
circumstances? 

10. Programme management: genesis, functions, uses and misuses. What 
is emphasised in contemporary programme management? What 
managerial concepts does it use? What are the functions of programme 
management? Describe the benefits of programme management and the 
most common mistakes. 

11. Management by objectives (MBO). Outline the point of management 
by objectives, its main tenets and causes. What is the main difference 
between MBO and management by exception (MBE)? What are stages 
of management by objectives? Comment on the pros and cons of MBO.

Required reading

1.		  Resolutions of the Government of the Republic of Lithuania. (No. 827; 
2002.06.06.) On the Approval of the Strategic Planning Methodology (lt. Dėl 
strateginio planavimo metodikos patvirtinimo).

▶
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2. 		  Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions. 
(lt. Viešojo sektoriaus institucijų strateginis valdymas). Mykolas Romeris 
University. Vilnius, p. 10-21. M. 

3. 		  Bagdonas, E. & Bagdonienė, L. 2000. Principles of Administration (lt. 
Administravimo principai). Kaunas: KTU, p. 12, 38-69.

4. 		  Gibson, J., Ivancevich, J. M. & Dannely, J. H. 2000. Organizations: Behavior, 
Structure, processes. USA, Australia: IRWIN, p. 3.

5. 		  Kaziliūnas, A. 2004. Process Approach in Management and Public 
Administration. (lt. Procesinis požiūris vadyboje ir viešajame administ
ravime). Public Policy and Administration (lt. Viešoji politika ir administ
ravimas). No. 8, p. 43.

6. 		  Kluyver, C.A. & Pearce, J. A. II. 2006. Strategy: A View from the Top (An 
Executive Perspective). Second edition. New Jersey, p. 17.

7. 		  Vasiliauskas, A. 2002. Strategic Management (lt. Strateginis valdymas). 
Vilnius. Encyclopaedia, p. 48-53.

8. 		  Zakarevičius, P. 2003. Changes in Organisation: Causes, Management, 
Outcomes: Monograph (lt. Pokyčiai organizacijose: priežastys, valdymas, 
pasekmės: monografija). Kaunas: VDU, p. 29–31.

Recommended reading

1. 		  Hatch, M. J. & Cunliffe, A. L. 2006. Organization theory: modern, symbolic, 
and postmodern perspectives. Second edition. New York: Oxford 
University, p. 4 – 23.

2. 		  Ginevičius, R. & Silickas, J. 2008. Fundamentals of Systematic Company 
Management (lt. Sisteminio įmonių valdymo pagrindai). Textbook. 
Vilnius: Technique (lt. Technika), p. 7.

3. 		  Ginevičius, R. & Sūdžius, V. 2005. Theory of Organisations (lt. Organizacijų 
teorija). Vilnius: Technique (lt. Technika), p. 25.

4. 		  Kvedaravičius, J. 2006. Management of Organisation Development (lt. 
Organizacijų vystymosi vadyba). Kaunas: VDU, p. 194.

5. 		  Paliulis, N., Chlivickas, E. & Pabedinskaitė, A. 2004. Management 
and Information (lt. Valdymas ir informacija). Vilnius: Technique  
(lt. Technika), p. 44.
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6. 		  Stoner, J. A., Freeman, R. E. & Gilbert, D. R. 1999. Management (lt. Vadyba). 
Kaunas: Polygraphy and Informatics (lt. Poligrafija ir Informatika).  
p. 6.

7. 		  Sergejev, A. M. 2006. Organisational Behaviour (ru. Организационное 
поведение). Моscow, p. 8.

8. 		  Smirnov, J. A. 1998. Fundamentals of Organisational Theory: Teaching tool 
(ru. Основы теории организации: Учебное пособие). Moscow, p. 19–20.

9. 		  Universal Theory of Management. Teaching Tool (ru. Всеобщая теория 
менеджмента. Учебное пособие). I. I. Mazur’s editorial office. Moscow.  
p. 13, 14, 732.

10. 	 Latfullin, G. R. & Raičenko, A. B. 2005. Theory of Organisations: Textbook 
for the Institutions of Higher Education. (ru. Теория организации: учебник 
для вузов). St. Petersburg, p. 18–19.

11. 	 Medvedev, V. P. & Ponudžajev, E. A. 2007. Theory of Organisations: 
Textbook – Methodological Complex. (ru. Теория органиэации: Учебник – 
методический комплекс). Moscow, p. 15.

12. 	 Milner, B. Z. 2007. Theory of Organisation: Textbook. (ru. Теория органи
зации: Учебник). 6th Edition. Moscow, p. 31. 

13. 	 Milner, B. Z. 2003. Theory of Organisation: Textbook. (ru. Теория органи
зации: учебник). Moscow, p. 1.
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2.	 Features specific to strategic management  
	 of the public sector.  
	 System of the public sector in Lithuania

THE TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	 understanding the most common characteristics of the public 
and non-profit sectors;

	 understanding the differences between public and private 
sector organisations from the managerial perspective;

	 characterising businesses and institutions of public 
administration in the market perspective;

	 describing the ways public and private sectors interact with 
each other;

	 describing the essential characteristics found in strategic 
management of public institutions;

	 the dimensions of strategy development in public sector 
institutions;

	 understanding the connections between strategy and policy.

2.1. 	 The emergence of the public sector: historical-political 		
	 aspect, content, definitions, components of the public 		
	 sector in Lithuania

English philosopher of the XVII century, John Locke (1632-1704) 
was the first to suggest a provision, according to which, legislation and 
enforcement of laws should be implemented by independent institutions. 
Locke thought that this was the only way to avoid concentration of power in 
one hands and did not allow the country become despotic. 
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The principle of power separation into legislative, executive and judicial 
was first defined by a French philosopher and lawyer Charles de Montesquieu 
(1689 – 1755) in his famous work “The spirit of the Laws” (1748). There 
Montesquieu highlights innovative ideas concerned with the equality before 
the law, liberty of conscience, separation of church from the state, sovereignty 
of states and others. These ideas found their way and took effect in the French 
revolution and the fights for American independence, later they were used 
as a theoretical background for preparing many national constitutions. It is 
also enshrined in Article 5 of the Constitution of the Republic of Lithuania.

The institutions of all three branches of state power are defined as the 
state power institutions. The concept of “administrative institutions” is 
used to talk about public administration institutions (state administration 
institutions) empowered with the right to administer other organisations 
and individuals (police, state security, customs, state tax inspectorate and 
other)35.

Public sector encompasses budgetary institutions funded by the 
state and municipalities. Public sector provides public goods and services 
accessible to every individual and not subject to competition. The activity 
of public institutions is public. Society can access information concerned 
with their activity. The decision-making process is more complex than in the 
private sector. Effectiveness is the only criterion for evaluating the activity of 
public institutions.

In Lithuania, activity management at central level began in 2000. 
Even though in Lithuania this process is known as “strategic planning”, it 
encompasses all the stages of activity management (planning, observation 
and evaluation). Lithuania chose an integrated version based on the ‘top-
down’ principle: activity management was implemented at the central state 
level after carrying out an experimental project in five ministries.36

In 2000, the Central Planning Methodology was adopted and 
subsequently amended several times. In 2004, a three-level (product, 
result and effect) system of evaluation criteria encompassing strategic 
goals of institutions, objectives of budget programmes and their tasks was 
elaborated.37

35	 Domarkas, V. 2006. Interaction of State Management and Administration Institutions. (lt. 
Valstybės valdymo bei administravimo institucijų sąveika). Syllabus. KTU.

36	 Nakrošis, V. 2008. Strategic Management in Lithuania: do we have a government of results? 
(lt. Strateginis valdymas Lietuvoje: ar turime rezultatų vyriausybę?). VU, Vilnius, p. 16.

37	 See ibid.
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2.2.	 Differences between private and public sector 

Similarities:
– Managers are concerned with the issues of organisation‘s creation, 

development and strengthening;
– Management, planning and rational allocation of resources;
– Selection, training and qualification development of personnel 

(concerned with the strengthening of organisation, bureaucracy is also 
widespread in private institutions, all of them have problems with various 
resources).

Differences:
– Objective and evaluation of activity. The major evaluation criterion 

of activity undertaken by private organisations and individual managers is 
profit, whilst in the case of public institutions, the money earned and spent 
not always serves as the most important evaluation criterion;

– Decision-making. In a democratic society, state institutions seek to 
include wishes expressed by society as much as possible when making the 
decisions. In the case of private sector, decisions are often adopted quickly 
and without the participation of broad layers of society. At the same time, 
populist decision-making becomes a very complex phenomenon; 

– Publicity and transparency. The work of a manager in public 
institutions is always under control and close inspection, this work entails 
constant tension and understanding the responsibility and role of a state 
representative.

2.3.	 Features of strategic management specific to the public 		
	 sector and dimensions of formulating strategies

Having regard to the differences between the public and private sector, 
one can distinguish the following specific features of strategic management 
in public institutions: (1) more sensibility to the changes of politics and 
politicians; (2) broader and more diverse circle of consumers: consumers are the 
society: they can be the purchasers, beneficiaries or “obligated consumers”; (3) 
the use of state power; (4) the advantage of transparency as to the institution‘s 
objectives and funding; (5) results of activity are difficult to measure; (6) more 
complex responsibility of employees; (7) risk avoidance; (8) complexity of 
strategic problems.
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Problems may arise out of collaboration (partnership) between public 
and private organisations (when and how, if at all, the state has to intervene 
in the relations within the market).

The process of strategy creation in public institutions has several 
interrelated dimensions, namely those of: (1) planning; (2) management; (3) 
politics; (4) culture; (5) growth; (6) forced choice; (7) strategy development. 
These dimensions do not contradict each other, as every feature may be more 
or less a characteristic of a separate institution.

All of the aforementioned dimensions of strategies are associated 
with the provisions of planning, entrepreneurship, state, culture, learning, 
environmental influence and configuration schools of thought. Less popular 
in the strategic management of public institutions are the provisions of three 
strategy schools, i.e. positioning, design and cognitive schools of thought.

When formulating and solving strategic problems, various politicians 
and power structures related to every type of politics should be taken into 
consideration. On its own behalf, politics can be a source of strategies.

Mazmanian & Sabatier suggest a model of policy implementation 
process, according to which three sources of strategic problems are 
distinguished: problem solvability, policy tools that establish the direction 
of implementation and variables that may have an impact on the 
aforementioned direction.38 Problem solvability determines whether one can 
solve the problem in practice and whether the needs of interested parties can 
be satisfied for a long period of time. The more technical difficulties arise 
and the more diverse and broad the target group is, the more difficult it is to 
solve the problem.

2.4. Strategic management in Lithuania 

The system of strategic planning differs in various countries. Usually the 
system of strategic planning consists of:

(1) Interrelated major strategic planning documents;
(2) Institutions responsible for the preparation of the strategic planning 

documents;
(3) the Government;

38	 Mazmanian, D. A. & Sabatier, P. A. 1983. Implementation and Public Policy. Glenview, Ill.: 
Scott, Foresman.



31

/  Strategic Management of Public Sector Institutions  /

(4) Procedure and deadlines for the preparation of the strategic planning 
documents.

The system of strategic planning in Lithuania consists of:
(1) Interrelated major strategic planning documents which are in turn 

divided into long-term (longer than 7 years), average length (from 3 to 7 
years) and short-term (up to 3 years). The above documents are referred to 
in Example 2.

(2) Institutions responsible for the preparation of the strategic planning 
documents:

2.1. the Government;
2.2. Ministries, governmental institutions and the heads of districts;
2.3. Other institutions.
(3) Procedure and deadlines for the preparation, observation and 

accounting for the results of the strategic planning documents.

The strategic planning documents consist of the ones that outline 
the development of a single management field and the ones that outline 
the development of several management fields. Most often the prepared 
strategic planning documents include: strategy, programme, strategic 
activity plans. With the aim of planning and implementing the objectives of 
a single management field, a medium-term development strategy of(long–
term, where necessary) is formulated for one management field and later 
implemented in accordance with the programmes included in the strategic 
activity plans of an institution (institutions). With the aim of planning 
and implementing the development plans for several management fields, 
long-term or medium-term inter-institutional development strategies 
for several management fields may be formulated. Strategic planning 
documents of one management field and several management fields have 
to be harmonised and the tools indicated in those documents should be 
included into the strategic plans of institutional activity.

The established system of documents is as follows: (1) long-term (10 and 
more years) documents – Lithuania‘s Long-Term Progress Strategy, approved 
by the Parliament of the Republic of Lithuania; (2) medium-term (4 to 7 
years) horizontal documents: 4 year Governmental Programme approved by 
the Parliament of the Republic of Lithuania, stating the objectives, tasks and 
evaluation rates; 5-7 year National Progress Programme concerned with the 
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implementation of long-term strategic objectives by means of programming 
the support provided by the European Union Structural Funds. The 
aforementioned programme is approved by the Government of the Republic 
of Lithuania; medium-term directions/strategies for the development of one 
or several management fields, where the aforementioned development of a 
field is not fully explained in the National Progress Programme approved by 
the Government of the Republic of Lithuania and only in exceptional cases – 
by the Parliament of the Republic of Lithuania; (3) short-term (up to 3 years) 
documents, i.e. Government Priorities, agreements on the planned results 
and appropriations based on which the plans of institutional strategic activity 
and programme budgets are developed and later approved by ministers.

Self-check tasks:

1.  Define “public” and “private” sectors.
2.  Explain the conditions for the emergence of the public sector and its   

 differences from the private sector.
3.  What are the sub-elements comprising the Lithuanian public sector?
     Explain the advantages and disadvantages of strategic management and its 

applications in the public sector.
4.  Explain the connections and relations between strategy and policy;
5. Describe the implementation of strategic management in Lithuania, its 

difficulties, outline possible deficiencies (mistakes).

Required reading

1. 		  Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions 
(lt. Viešojo sektoriaus institucijų strateginis valdymas). Mykolas Romeris 
University. Vilnius, p. 72-88, 105-118.

2. 		  Bryson, J. M. 1989. Strategic Planning for Public and Nonprofit 
Organizations. A Guide to Strengthening and Sustaining Organizational 
Achievement. Jossey-Bass Publishers, San Francisco, London. 1989.  
p. 139-161.
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3.	 The structure of strategic management processes in 		
	 public institutions. Organisational vision, mission, 		
	 philosophy, strategic problems and objectives

THE TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	   understanding the importance of having a vision for the institu
tion, its main elements and evaluation criteria;

	   understanding the mandate of an institution;
	   explaining the aim of a mission, its results and benefits;
	   explaining an institution’s philosophy; 
	  understanding the importance of strategic problems and ap-

proaches for identifying them; 
	    understanding the purpose of strategic objectives and character-

ising their dimensions.

3.1.	 The structure of strategic management processes in 		
	 public institutions: planning, organisation, motivation 		
	 and control

Scientific literature has different approaches towards the structure of the 
strategic management process, however the five main stages of the strategic 
management process are always emphasised: (a) analysis of functional 
conditions; (b) formulation of organisational mission and objectives; (c) 
strategy formulation; (d) strategy implementation; (e) strategic control.39 
Sometimes the initial stages of this process differ: there is a stage of either 
mission formulation, or vision formulation, or analysis of a current position.

39	 Jucevičius, J., Jucevičienė, P., Janiūnaitė, B. & Cibulskas, G. 2003. School Strategy: Handbook 
of Strategic Development (lt. Mokyklos Strategija. Strateginio vystymo vadovas). Knowledge 
Society Institute. Kaunas, p. 61.
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If institutions are large and have many autonomous divisions 
(institutional units), activity strategies may be designed separately for 
each division. Afterwards, functional strategies are designed taking into 
consideration and evaluating the major functions of activity (personnel, 
finances, marketing and other). Activities as well as functional strategies are 
designed applying rational (limited rationality) ways of decision-making. 
After designing the strategy, a strategic plan is developed. Analysis, mission, 
objectives, tasks and programmes are documented in the strategic plan, and 
their content is officially announced as valid. The structure of a strategic plan 
depends on the chosen model of strategy design.

The essence of management and its content is defined in more detail 
by management functions. The latter depend on various parameters of an 
organisation – its type (profit-orientated or public, other), management 
object (people, sources, technologies, other), organisational objectives 
(to provide services or goods, or intermediate products, other), structure 
(horizontal or vertical, other), complexity and other.

Mackevičius40, Martinkus and Žilinskas suggest calling management 
functions as elements of a management cycle and grouping them into the 
management functions of: (1) decision-making (predicting and planning); 
(2) decision implementation (organisation, coordination and regulation, 
activation and encouragement) and (3) decision control (accounting and 
analysis). Whereas, according to Butkus, something that is referred to as the 
functions of management in the Lithuanian literature, should be referred to 
as either labour management operations, as stated by Fajolis, or elements of 
the management cycle”41, and “management functions are considered to be 
the management of product quality, management of the production process, 
sales management, profit management, management of various resources, 
management of various organisational parts and etc., whilst necessarily 
defining its objective”42.

40	 Mackevičius, J. 2003. Management Accounting. Concept, Methodology, Policy. (lt. Valdymo 
apskaita. Koncepcija, metodika, politika). Vilnius, p. 79. 

41	 Butkus, F. S. 2003. Management: Fundamentals of Operative Management of Organisational 
Activity. (lt. Vadyba: organizacijos veiklos operatyvaus valdymo pagrindai). Vilnius, p. 20.

42	 Butkus, F. S. 2003. Management: Fundamentals of Operative Management of Organisational 
Activity. (lt. Vadyba: organizacijos veiklos operatyvaus valdymo pagrindai). Vilnius, p. 21.
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3.2. Organisational vision and mission

Organisational vision is a consciously generalised understanding and 
perception of what the institution will be like, why, where and how it will 
operate in the future.43 The visions may give sense to an organisation’s 
work only when all the employees are involved in its formulation and 
when all their suggestions are heard and taken into consideration. Only 
few organisations have a clear and concise vision of success. The concept 
of vision which also includes an organisational mission is much broader. 
A mission denotes the purpose of an organisation while a vision describes 
how a well-operating institution should look like. If organisations consist 
of coalitions, a consensus on the matter of vision between coalitions should 
be reached. A clear perception of the desired future allows an institution to 
stay on course and overcome all the difficulties even if a negative impact of 
environment is present. When defining an institutional vision, the following 
questions should be answered:

•	 What benefits it will bring to the employees, the nearest environment 
and all the social system;

•	 What will be its exceptional features;
•	 What will be its institutional structure and all the quantitative 

(personnel, divisions, tools, financial resources and alike) 
parameters;

•	 What will its employees be like.
Even though a vision of success is important for an institution, it is not 

necessary. Very often it is enough for an institution to find a way to solve a 
couple of strategic problems. 

Peters & Waterman44 formulated 8 interrelated criteria that characterise 
successfully managed companies. These criteria can also be applied to public 
institutions as the major indicators for the vision of success. 

(1) Focus on activity. Institutions that fit this criterion quickly identify 
problems, find the answers to questions and realise them. Their motto is “Do, 
Correct, Try”.

43	 Jucevičius, J., Jucevičienė, P., Janiūnaitė, B. & Cibulskas, G. 2003. School Strategy: Handbook 
of Strategic Development (lt. Mokyklos Strategija. Strateginio vystymo vadovas). Knowledge 
Society Institute. Kaunas, p. 70.

44	 Peters, T. J. & Waterman, Jr. R. H. 1982. In Search of Excellence: Lessons from America’s 
Best – Run Companies. New York: Harper & Row.
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(2) Closer to consumer. Well-managed institutions devote a considerable 
amount of attention to what their clients want and then try to satisfy their 
needs.

(3) Independence and Entrepreneurship. Effective institutions encou
rage innovations and risk taking.

(4) Productivity is achieved through people. Perspective institutions 
treasure people as their biggest asset.

(5) Direct connection with life, i.e. management based on values. The 
best institutions have a clearly defined philosophy and core values, and their 
leaders follow them together with employees.

(6) Loyalty to activity. The best institutions do things that they know 
how to do best. They have their major activity that always stays the major 
one.

(7) Simple form and small personnel. Organisational structures are 
simple and the personnel is small.

(8) Freedom and, at the same time, restraint. The best institutions 
have several major values that they follow, however, at the same time they 
encourage decentralisation and independence within the spheres of decision-
making and implementation – as long as it does not contradict major values.

When identifying their mission and values, institutions must refer to 
the functions of their activity established in legal acts. Often institutions have 
unofficial mandates that are less binding than the official ones.

Undoubtedly, the establishment of mandates is beneficial for an 
institution. First of all, when an institution is precisely aware of its mandates, 
it can implement them better. Second, a strategic planning team can expand 
the mission, having regard to the mandates of an institution. Knowing what 
is forbidden makes it easier to identify institutional goals.

Mission. Mission is an organisation’s purpose that reflects the essence of 
its existence with the aim of answering to the following questions: what kind 
of institution is it, what it does and what it seeks to achieve in the future?

A consensus reached between the most important decision-makers as 
to the expectations of the parties concerned and the mission should define 
an institution’s field of activity and the main rules of decision-making.

Establishment of a mission and consensus on this matter is associated 
with a number of advantages. This process makes employees get used to 
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focusing on the most important things and that is probably the biggest 
advantage.

The second important advantage is the establishment of an institution’s 
purpose. As the establishment of the mission is the major task for the leaders 
of institutions, the third advantage is their work that is more effective. 
Establishment of an institution’s purpose brings great benefits to the leaders 
for a number of other reasons. It allows conveying an institution’s purpose 
to its structures and systems, including a system of resource allocation. 
Moreover, it is easier for the leaders to manage internal conflicts. Usually, 
leaders manage the game according to certain rules, however, these rules 
should be changed from time to time. Clarity of goals allows managing 
conflicts more effectively and understand the rules needed and those that 
should be changed. Consensus on the institution’s purpose creates conditions 
for society control. If the goals are based on consensus, i.e. discussions 
between institutions, the selfishness of an institution’s employees diminishes.

The fourth advantage consists of greater attention devoted to the 
philosophy and values of an institution. Institutions rarely discuss these 
things. Therefore, they identify their advantages and disadvantages 
inaccurately and make mistakes in other stages of strategic planning. Without 
having identified the philosophy and values, one may also make mistakes in 
the step of strategy development, i.e. when choosing strategies incompatible 
with institutional philosophy and values.

A mission can serve a great deal in the field of public relations and 
creation of a positive institutional image. It is often used as a motto in 
commercial campaigns or to attract new sponsors.

A mission communicates the type and goals of institutional activity 
to the society and especially to customers. It is a reference point in the 
formation of an institutional programme and activity directions as well as in 
the choice of markets and fields of activity. As it is abstract, it allows adapting 
to technological changes and social circumstances as well as to changed 
activity directions, provided the external circumstances change significantly.

A mission tells the major things about an institution; it defines an “ideal” 
cause for an institution’s existence:

•	 It tells what an institution is trying to communicate in a general 
sense;

•	 Describes the philosophy and values of an institution;
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•	 It is a source of inspiration;
•	 It is impossible to accomplish it completely. Therefore, the mission is 

considered to be an “ideal goal” of an institution.
A mission has to be written and confirmed at the highest levels of an 

institution. It does not list the major fields of activity (may indicate few of 
them), does not establish the terminology, does not say what the results will 
be and does not serve as a specific goal or task.

A mission is announced publicly, therefore, every word of it has to be 
carefully considered and grounded. Sentences are usually very short.

In order to achieve long-lasting success, public institutions should 
follow major values. Values should not change in response to a changing 
environment, strategy or even mission. Major institutional values are defined 
by the institutional philosophy.

Philosophy is a standard for the institution’s behaviour, its professional 
motto. It denotes major values, expectations and principles according to 
which an institution operates to pursue its goals and undertake its activity. 
Hence, the purpose of institutional philosophy is to give a foundation of 
values.

When formulating a philosophy, the following questions should be 
answered:

•	 How are we going to act when carrying out our mission?
•	 What are the values of our institution?

3.3.	 Formulating a vision, mission and philosophy  
	 in public institutions 

Features of public institutions impact the application of different models 
of strategy development processes in the public sector. As Arimavičiūtė 
indicates, it is highly doubtful that a public organisation will have a clearly 
defined, common goal; it may be expected that there will be a lot of 
discussions concerning its political purpose and the use of resources as well 
as the scope of impact.

Institutions of the same administrative level in different countries apply 
different models of strategic planning.45

45	 Svetikas, K. Ž. & Arimavičiūtė, M. 2012. Strategic Management (lt. Strateginis valdymas). 
Textbook. Vilnius, p. 155.
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A vision is defined by the content of political influence. This content is 
communicated through a mandate to act on behalf of the government within 
a certain field of activity. To achieve the mission, one refers to the field of 
activity that determines the relevant formulation of goals and tasks. The 
beliefs of the institution’s leaders (top tier executive, heads of departments 
or divisions) should be compatible with the principles established in the 
philosophy, i.e. the actions to be taken to carry out the mission and the 
values referred to.

One of the specific features of the public sector is its sensitivity to 
the changes of politics and politicians – it may determine inconsistent 
development and implementation of the strategy. Even though institutions 
within the public sector have no purpose to compete with each other 
as suggested by their nature, without political power they are unable to 
collaborate and that should go without saying. Employees tend to avoid 
responsibility and risks. Difficulty of strategic decisions, insufficient 
understanding of public problems, lack of employee competence, absence of 
political power may determine the development of strategies of inadequate 
content (directions and actions). Moreover, strategies in the public sector 
are usually determined by the time and directed towards the elimination of 
existing problems. Therefore, often changes of politics and political players 
significantly impacts the content of the vision and mission.

3.4.	 Determining strategic problems and strategic objectives

In life we rarely face one-dimensional problems. Most of the public 
management problems are multi-dimensional. Certain ways are needed to 
solve those complicated and complex problems. Only having recognised the 
essence of a problem, one can choose the most suitable method to solve it 
and expect to choose the right solution.

Four levels of problem structuring are distinguished:
(1) standard problems – the need for materials, work force, etc.
(2) well-structured problems have a number of different solutions, 

their elements and interrelations are well-known and may be defined 
quantitatively;

(3) poorly structured problems are related to the formulation of 
strategies and long-term plans (it is a way into new markets, people, etc.)
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(4) unstructured problems are characterised by considerable uncertainty, 
goals that are not formalised and a hypothetical approach towards the 
implementation of those goals (scientific research works, construction).

Some problems, situations and tasks as well as decisions may often 
repeat and become a routine, while others are in some sense unique, i.e. they 
occur rarely or are related to unknown factors.

Repetitive decisions (standard or well-structured) are usually adopted 
at the lowest levels of management. The preparation and adoption process of 
such decisions is formalised well enough. 

Problems that occur rarely are solved at the highest management levels. 
Such problems may include the following:

•	 What may be the goals of an organisation?
•	 How to improve services?
•	 How to improve the image of an organisation?
•	 How to improve the management system?
•	 How to strengthen the motivation of employees?
In every of those or similar situations the real cause of a problem 

may be determined by a majority of factors. Problems to be solved have 
different scope and coverage and involve different participants. They are also 
concerned with different future processes and changes.

Self-check tasks:

1. The structure of strategic management processes in public institutions: 
planning, organizing, motivating and controlling.

2. Organisational vision and mission: define a vision, a mission. What are 
the differences between them? What should be taken into account when 
formulating an organisation’s vision and mission? How is an organisation’s 
mission and vision defined in the Lithuanian regulations on the preparation 
of strategic documents? Is it always a must for an organisation to frame 
its future vision in a particular document? Wouldn’t it be better to have 
a perceptive general manager than a formalised bureaucratic system for 
developing a vision? What organisations may work with a non-formal 
vision, known as only the ideas and thoughts of managers? Why are 
managers important for inspiring the organisation to set new goals and 
strategic decisions?                                                                                                   ▶
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     If the leadership style and estimated strategic changes are not compatible, 
is it more appropriate to change the leader or to revise the strategy? Will 
every person agree to manage an organisation according to an approved 
strategy, if they did not participate in drafting the strategy? What are 
the tiers of executives/managers? What tiers of executives/managers 
are involved in the formulation of a strategy? What about formulating a 
vision, a mission?

3. Formulating a vision, a mission and philosophy in public institutions: 
what is the benefit of a vision as one of the stages of the strategic 
planning process? How useful is an organisation’s vision for its leaders? 
What elements should be present in a vision? What criteria can be used 
to evaluate a vision? How do you understand an institutions mandate? 
How does a mandate differ from an institutions mission and how 
can they help to formulate a mission? How useful is a mission for an 
institution? What are the main questions an organisation’s mission can 
help answering? Describe an institution’s philosophy, the components 
found in formulation and the necessary condition.

4. Determining strategic problems and objectives: how are strategic 
problems identified? Describe this stage of strategic planning. What are 
the kinds of problems? What is the point of identifying problems? 

5. Characterise the direct approach for identifying problems. When should 
it be used? Provide practical examples. 

6. Explain the role of the vision of “success” in identifying problems. When 
should this approach be used? Provide practical examples. 

7. How are various approaches for identifying strategic problems applied, 
are they used interchangeably? 

8. What do you think is the purpose of a strategic objective? What analytical 
tools should be used as a basis for determining strategic objectives? What 
are the requirements for a strategic objective? 

9. Describe an institution’s aims and the criteria that they should fit? 
10. How do you understand performance indicators? How are they  

  determined and how are they connected with the aims and objectives? 
11.   Explain how the key indicators are introduced using SMART criteria.

▶
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4.	 Planning: analysing the internal and external  
	 environment

THE TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	 performing an analysis of the external environmental factors in 
an organisation;

	 providing strategic opinions;
	 understanding the methods of prediction and their uses in 

strategic analysis;
	 determining the internal factors of an organisation and performing 

an analysis of operations;
	 providing the methods for strategic analysis;
	 understanding the importance of baseline resources and compe

tences in maintaining an institution’s competitive advantage;
	 ssimilating the advantages of SWOT analysis, learning to apply it.

4.1. Strategy development models

Approaches to strategy development differ. These approaches are based 
on different strategy development models: analytic and creative.

Analytic model. The logic of this model is based mostly on the existing 
situation and available resources. The starting point is to define a mission 
and then identify consumers and their needs. A description of what an 
institution is able to do is a more trustworthy foundation when formulating 
a strategy than the identification of the needs. Having regard to this logic, the 
first stage of this strategy involves:

(1) defining the mission and philosophy;
(2) evaluation of financial situation and the state of other resources;
(3) evaluation of position with regard to competition;
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(4) analysis of products and their features;
(5) evaluation of markets and market-related aspects of activity;
(6) analysis of trends.
If an institution is in a good state and the trends are positive, strategic 

changes may harm the balance of an organisation. The more unstable the 
institution is, the more its long-term strategy is based on internal resources 
and abilities. 

The second stage of strategy development is the identification of a 
desired future. The logic of analysis corresponds to the following questions:

(1) What is the desired future of an institution?
(2) What are the preliminary objectives?
(3) What are the possible strategic alternatives?
(4) What are the strong and the weak sides?
The third stage is the identification of resources and possibilities.
The fourth stage is the direct stage of strategy development.
Creative model. According to this model, having created a desired 

future vision, one has to go back to the institution as it is now with its current 
resources and try to find ways to come closer to this vision. The current state 
is analysed in terms of several aspects: first of all – how far the real model 
of an institution and its behaviour is from the desired one, also, to what 
extent the internal and external environment of an institution is favourable 
for transformation. From a procedural point of view, this process may be 
described on the basis of several sequential stages:

(1)	Vision of a desired institution.
(2)	Analysis of an environment in this future situation.

(a) Consumers: who are they? Why them? What are their desires? 
What are the tendencies of the changes in their desires?

(b) Markets.
(c) Competition.
(d) Functional conditions and possibilities.

(3) Analysis of the current environment and institution:
(a) How far the institution is from the desired state?
(b) What determines it?
(c) What are the strengths and weaknesses of an institution?
(d) What are the resources?
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(4) What are the possibilities and threats:
(a) In the current state;
(b) In the future state:
(c) During the time of transformation.

(5) What strategic alternatives are suitable?
(6) What are the strategic objectives?
(7) What is the most effective strategy for realising the objectives?
The analytic model is more widely used in public institutions, but the 

creative model can also be applied.
As stated by Arimavičiūtė, it is not difficult to notice that the creative 

model of strategy development is applied in the case where problems are 
identified when determining the vision of success. The analytic model of 
strategy development is associated with the direct identification of problems 
or it may be applied when defining objectives. 

4.2. The eight stages of strategic planning

According to the approach of strategic planning consisting of eight 
stages, the process of strategic planning consists of eight steps: 

(1) Achievement and initiation of consensus on the process of strategic 
planning.

(2) Identification of institutional mandates.
(3) Establishment of institutional mission and values.
(4) Evaluation of the external environment: opportunities and threats.
(5) Evaluation of the internal environment: benefits and drawbacks.
(6) dentification of strategic problems.
(7) evelopment of strategies for problem solving.
(8) Creation of an effective institutional vision.
The purpose of the first step is to agree with the most important decision-

makers on the actions concerned with the planning of common objectives 
and the major planning stages. Formal and informal mandates given to an 
institution determine what the latter must do. Institutional mission together 
with its informal mandates defines the essence of institutional existence. The 
technique applied to evaluate the external environment is quite simple and 
allows institutions to cheaply, pragmatically and effectively observe what is 
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happening in the external world and foresee the factors that may impact the 
institution itself and the implementation of its mission.

With the aim of identifying internal benefits and drawbacks, an 
institution needs to analyse information on its resources (expenditures), 
current strategy (process) and activity (production). Strategic problem-
solving is associated with various conflicts. Conflicts may arise from results 
(what); means (how); philosophy (why?); place (where?); time (when?) and 
differences between separate groups, the way for solving the problem (how?). 
For these questions to be raised and solved effectively, an institution must 
anticipate the means of solving them. 

An effective strategy has to fit several criteria. It should be possible to 
technically implement the strategy, it should be politically acceptable to the 
most important stakeholders. It should be compatible with institutional 
philosophy and its major values. It should be ethical, moral and legal. 
However, most importantly, an effective strategy should solve the problem 
it was meant to solve. Very often strategies are perfect in terms of technique, 
politics, values, ethics and legitimacy, but they do not solve the problem itself.

In the final stage of strategic planning process, an institution is defined 
in terms of the way it ought to be in the future after having successfully 
implemented its strategies and totally realised all the possibilities. This is 
how a vision of success is described.

The aforementioned eight steps and each one of them should end with 
actions, results and evaluation. Implementation and evaluation should be an 
integral part of the process.

4.3 Analysing dynamic capabilities 

Analysing the environment means identifying external events and 
trends that may influence or influence the results achieved by an institution. 
Environmental changes may demand additional resources: personnel, 
finances and new technologies.

It is crucial to identify and analyse the trends and events or any other 
external power that may have an impact on the elements of institution‘s 
supply (programme), demand and resources. During the analysis, the 
stability and timeliness should be secured. It will allow determining external 
powers and tendencies. 
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One has to examine methodologically the boundaries of activity and the 
level of homogeneity of clients and products. One should also pay attention 
to the levels of stability, inconsistency and indeterminacy. 

It is important to determine the vital institutions and people whose 
support and actions will be necessary when implementing the strategic 
plan (programme) and then to establish a relationship with them. Applying 
the approach of strategic planning of eight steps, the analysis of interested 
groups is carried out before formulating the mission. It will help identifying 
the influential persons and institutions.

Establishment of competitive advantages helps identifying the 
advantages that sustain a competitive advantage against other institutions.

4.4. PEST analysis

PEST analysis encompasses four macro-environmental aspects: 
political-legal, economic, socio-cultural and technological. The abbreviation 
in the title stands for the initial letters of the Lithuanian and English names 
for the aforementioned aspects: political-legal (politinė teisinė) environment, 
economical (ekonominė) environment, socio-cultural (socialinė kultūrinė) 
environment and technological (technologinė) environment.

The technique of PEST analysis is not described in the literature of 
strategic management separately as a set of precise and finite rules. Usually 
it is limited to a checklist of topics analysed from the point of view of every 
macro-environmental aspect mentioned above.

The list itself is advisory in character, and the concrete choice depends 
on an organisation.

During the PEST analysis factors of an external environment are 
determined and their impact on an institution is evaluated. The formulations 
of external factors have to be as concrete as possible; where possible, 
quantitatively expressed indicators should be given. The following groups of 
external factors should be mentioned:

• Political factors determined by state policy, laws and decisions adopted 
by the government. They affect the regulation of institutional activity. Political 
factors may help or disturb the implementation of strategic objectives 
prioritised by the government. They may help or disturb the employment of 
the tools for implementing the Government programme. They may force an 
institution to change or amend its strategic activity plan.
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It is also important to note the political changes expected in the future 
and the impact they may have on an institution, the opportunities and the 
threats that may occur. Here the general political climate of the society needs 
to be evaluated. As policy determines the major orientations of the society, 
an institution has to understand the political reality.

• Economic factors. They show the development of state economy (in 
a certain field or sector), the subsistence level for people, their occupation 
and functional conditions. Development trends in the economy of state, 
sector, region or municipality are analysed. It is determined how the gross 
domestic product (GDP) changes and what are its growth trends, what is 
the tax policy, inflation and the level of investment in a state, what are the 
possibilities for the privatisation of state property and how the structure of 
consumption changes. What impact it may have on an institution? What 
new opportunities may occur and what threats may arise as a result?

•  Social factors. These are changes in demography, values, lifestyle, etc., 
characteristic to a certain stage of social development. Here, the composition 
of target groups is analysed in relation to various parameters, i.e. age, gender, 
asset, income, nationality, profession, education and so on. How these 
parameters change and how they may change in the future? It is important 
to evaluate social layers of the inhabitants, namely, their structure, roles and 
dynamics. How do these changes affect or may affect an institution? Do they 
pose a threat or open new possibilities for the activity of an organisation?

• Technological factors. They are important when evaluating new 
technologies and the impact that the flows of information have on the 
field regulated by an institution, the impact on the interrelationships 
and management of that field. What is the impact of these changes on an 
institution? Which of them pose a threat or open new possibilities for the 
activity of an organisation?

In practice, PEST analysis may be supplemented with some other 
macro-environmental aspects, such as ecological environment.

The establishment of external factors helps highlighting the possibilities 
and threats in a SWOT analysis. 

After completing the environmental analysis, comes another stage of 
the strategic analysis, namely, the analysis of internal factors and activity, 
even though in some cases one might act in an opposite way, i.e. carry out an 
analysis of institution‘s internal factors and activity first, and only then move 
on to the analysis of external environment.
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Analysing internal factors of an institution using the 7-S model

A quite popular method for analysing internal factors is the 7-S model.
The model by Ms Kinsey is called 7-S because every letter S stands 

for one of the seven factors, i.e. Strategy, Structure, System, Shared Values, 
Skills, Style and Staff. All of those factors interact with each other and the 
circumstances determine which of them will become the driving force in the 
implementation of a strategy.

Skills. They are in the very centre. This term is associated with the 
activities that an organisation performs best and those that distinguish 
an organisation from all the other organisations. These may include 
organisational skills, project management, scientific competence, report 
writing, presentations and so on. Strategic changes may demand to acquire 
one or two new skills.

Structure. It is a formal structure of an organisation. It answers the 
following questions: Who is responsible to whom? What is the level of 
delegation of decision-making? Is the structure determined by functional 
or geographical division? The advisers to Mc Kinsey note that an institution 
that successfully operates in a complex and constantly changing environment 
usually makes temporary structural changes without having refused its 
major structural divisions.

Systems. Systems may be formal or informal. This category encompasses 
all formal and informal procedures, including investment planning, training 
and accounting systems.

Shared values. It is a predominant approach sought by an organisation. 
Values may have internal as well as external direction. They may be formally 
expressed, but they may also be informally agreed on (understandable). It is 
necessary to evaluate positive as well as negative features of values.

Staff. It may partially supplement skills. When analysing staff, it is 
necessary to take into account the demography (age, gender), experience, 
education and the objectives that people seek to achieve. Staff of a successful 
organisation is evaluated as resources that an organisation tries to develop, 
protect and gather. Top tier executives devote much attention to raising the 
qualification of the staff with the aim of including the latter into the decision-
making process.

Style. It is less applicable to personalities, and more applicable to the real 
and symbolic actions undertaken by the top tier executives who communicate 



52

/  Strategic Management of Public Sector Institutions  /

the priorities in a more concise manner than the verbal form and may have 
notable impact on the work results.

Strategy. 7-S model emphasises that in practice the creation of a strategy 
is less problematic than its implementation.

The model of 7-C by Waterman may also be used. Every letter C stands 
for one of the following seven elements, i.e. Culture, Control, Crisis Point, 
Cause and Commitment, Communication, Chance and Information and 
Capability.

Establishment of internal factors helps highlighting the strengths and 
weaknesses within the SWOT analysis.

After completing the analysis of internal factors and activity, it is time 
to move on to the next stage of strategic analysis which is a SWOT analysis.

4.6. SWOT analysis 

In the result of the analysis of environmental and internal factors, 
certain conclusions are drawn. The results of these analyses are summarised 
and linked by the means of a SWOT analysis. Every letter in the word 
SWOT stands for the following four elements, i.e. Strengths, Weaknesses, 
Opportunities and Threats. The objective of the analysis of strategic 
conclusions is to identify the core problems of an institution and determine 
its objectives. Moreover, it helps formulating the mandates of an institution, 
its mission as well as to control the possible scenarios.

The following strategic links are analysed by the means of SWOT:
(1) How to use weaknesses in the implementation of opportunities;
(2) How to correct weaknesses by the means of opportunities;
(3) How to use the strengths to weaken the threats;
(4) What weaknesses have to be eliminated to weaken the threats.
The summary of a strategic analysis should end with a list of strategic 

questions.
The major problem in the implementation of a SWOT analysis method 

is obtaining the information that is trustworthy.
To improve the quality of a SWOT analysis of an institution, it is 

beneficial to:
•	 Avoid too detailed SWOT analyses. A highly detailed SWOT analysis 

shows a lack of strategic thought;



53

/  Strategic Management of Public Sector Institutions  /

•	 Every factor needs to be linked to a certain comment that reveals 
the nature of the factor’s impact on an institution. The formulations 
of the comment should not be vague and they have to reflect the 
specifics associated with an institution. Generalised comments 
are of small value. A short list of well-grounded problems is more 
convincing.

•	 Evaluation procedures need to be simple but helpful when developing 
a strategic thought.

•	 Organisations have to institutionalise a periodic SWOT analysis.
On the basis of a SWOT analysis, institutions may analyse their mission, 

mandates, position of interested groups, perform the organisational advocacy 
audit and construct the possible scenarios. In other words, SWOT analysis 
it the analysis of broad possibilities. The team of strategic planning must 
harmonise the factors of the analysis of an institution‘s external and internal 
environment and seek to balance them.

Self-check tasks:

1. Strategy development models: What are the main stages of strategic 
management in public institutions? Which of the provided stages shows 
the political nature of public institutions? Describe the analytical model 
for developing strategies. What are the stages of this project? What are the 
possibilities for using this model in the Lithuanian institutions? Describe 
the creative model of formulating a strategy. What are the steps of this 
model? What are the possibilities for using this model in the Lithuanian 
institutions?

2. Eight stages of strategic planning: Describe the eight stage model of 
strategic planning. Has the process of strategic planning always followed 
these steps? When is the start of the implementation of the plan and the 
evaluation of the results? Does this approach to planning take the political 
nature of public institutions into account?

3. Analysing dynamic capabilities of an environment: Describe the 
organisations external and internal environments. Explain how to 
determine the trends of the external environment. Does an analysis of the 
external environment take the extent of the programme, homogeneity of 
clients and the uncertainty of functional conditions into account? What is 
sustained competitive advantage and what are the main competitive forces 
and how do they function in public institutions?                                         ▶
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4. PEST analysis: Can you identify four elements of the environment requiring 
a special explanation? What is determined by identifying external forces 
and trends? What is determined by identifying the complexity and 
assessing the risk? What does “PEST” stand for? What does each aspects 
of PEST describe? What three steps allow employees of an institution to 
prepare for a discussion on the organisation’s mission? When carrying out 
an analysis, three advices are recommended to be taken into consideration 
– what are they? Provide the control questions on environmental analysis.

5. Analysing an institution’s internal factor using the 7-S model: Describe the 
analysis of an institution’s internal factors, describe the “7-S” model and 
the analysis of operations. How do you understand the concept of supply, 
demand and resource equilibrium?

6. SWOT analysis: Describe a SWOT analysis. What are institutional 
strengths, weakness, opportunities and threats? Describe the SWOT 
analysis according to the strategic planning methodology approved by 
the Government. What strategic connections should be determined after 
performing a SWOT analysis?

Required reading

1. 		  Resolutions of the Government of the Republic of Lithuania. (No 827; 
2002.06.06.) On the Approval of the Strategic Planning Methodology  
(lt. Dėl strateginio planavimo metodikos patvirtinimo).

2. 		  Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions. 
(lt. Viešojo sektoriaus institucijų strateginis valdymas). Mykolas Romeris 
University. Vilnius, p. 72-88, p. 105-118, 120-130. 

3. 		  Harrigan, K. 1981. Barriers to Entry and Competitive Strategies. Strategic 
Management Journal, vol. 2: 395-412.

4. 		  Vasiliauskas, A. 2002. Strategic Management (lt. Strateginis valdymas). 
Encyclopaedia. Vilnius, p. 59-119.

▶
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Recommended reading
 

1. 		  Bryson, J. M. 1989. Strategic Planning for Public and Nonprofit Organi
zations. A Guide to Strengthening and Sustaining Organizational 
Achievement. San Francisco. London.

2. 		  Koteen, Jack. 1991. Strategic Management in Public and Nonprofit 
Organizations. Praeger Publishers: New York.

3. 		  Porter, M. 1980. Competitive Strategy: Techniques for Analyzing Industries 
and Competitors. New York: Free Press.

4. 		  Jucevičius, R. 1998. Strategic Development of Organisations (lt. Strateginis 
organizacijų vystymas). Kaunas: Lithuania‘s World Centre For 
Advancement of Culture, Science and Education.
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5.	 Organising: system of strategic planning, main  
	 planning documents. Preparing programmes  
	 for the implementation of strategic functional  
	 plans and managing them based on performance.

THE TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	 knowing the main planning documents used in the planning 
activities of the public sector in Lithuania;

	 highlighting the foundations for formulating development 
strategies for the Lithuanian industries (sectors);

	 understanding the specificities of preparing regional 
development plans;

	 knowing the programme document and procedures of the EU 
structural funds;

	 understanding the role of separate subjects in strategic planning 
and its functions.

5.1.	 System of strategic planning and the main  
	 planning documents: Plan of the budget and priorities  
	 of the Government, development strategies of industries 	
	 (sectors), institutional and regional development plans, 		
	 the EU Structural Fund programming documents and 	  
	 procedures

After restoring Lithuania’s independence, a decision was taken to 
remove the pre-existing planning principles. No common methodological 
guidelines existed for planning activities, so that each institution planned 
its activities individually. For a long time, the activities of institutions were 
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more oriented towards the process rather than the results, which had already 
been widely practiced in some countries of the European Union and globally. 
After Lithuania officially declared its wish to integrate into the European and 
Euro-Atlantic structures, certain areas started to use the planning methods 
relative to those structures (e.g. NATO, EU). The increasing volume of 
activities, commitments and limited financial resources forced the nation 
to review its principles of activity and resource planning. It was decided to 
form the budget on the basis of programmes, thus, from 1998 all institutions 
wishing to obtain funds from the state budget had to prepare programmes 
and estimates for the implementation and the costs of the programme. 

The Lithuanian-Canadian project for the public administration reform 
commenced in 1998 and was aimed at introducing strategic planning at the 
governmental level. Projects for the preparation of pilot strategic operation 
plans were launched in several ministries. After the project took off and after 
drafting a common recommendation on preparing strategic operation plans, 
from 2000 all the ministries and institutions wishing to obtain funding from 
the state budget were bound to prepare strategic operational plans, which 
had to detail the strategic goals of the institutions, the programmes to achieve 
them, the expected results and planned costs. This is how for the first time 
financial resource planning was associated with strategic planning. 

Strategic planning provides many benefits to an institution. First of all, 
it allows analysing and evaluating the institution as a system and striving 
that all of its departments work to achieve their goals. It allows for more 
clear understanding of the goals of the institution and for more rational 
distribution of the financial, material and labour resources. By constantly 
analysing the situation, raising strategic goals and outlining the expected 
results, conditions are created to better coordinate the operations of the 
departments of an institution and correct them according to institutional 
changes, also better control the achievement of goals, evaluation and 
incentivisation of the employees of the institution. 

 Strategic planning is not a new phenomenon. Some countries of the 
EU, such as Sweden, Denmark, and Great Britain have had similar operation 
planning principles in place for several decades. On a worldwide scale, the 
recognised leaders in this area are the USA, Great Britain, Canada and New 
Zealand. Strategic planning in Lithuania was only launched in 2000, however, 
as early as in 2001 the World Bank recognised Lithuania as the leader in the 
area of implementing strategic planning in public administration institutions 
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in Eastern and Central Europe. The experience of Lithuania was hailed as a 
model of success for other countries. 

Priorities of the Lithuanian Government. The annual budget planning 
process starts with setting the priorities of the Government. At the start of 
each year, the Government, where necessary, reconsiders their priorities and 
adapts them. The priorities of the Government are determined according 
to the programme of the Government, national long-term development 
strategies, programmes, and priorities outlined in them. The priorities of the 
Government may also be developed as the directions of activities, goals and 
tasks of an institution. Institutions use them when preparing or adjusting 
their programmes. Usually there are no more than 5 priority directions or 
goals of the Government. 

Industrial (sectoral) development strategy. This structure of industrial 
(sectoral) development strategy is used: 

•	 for the analysis of the condition of the industry (sector);
•	 for the priorities and goals of the strategy;
•	 for the tasks and measures for the respective time period.
An institution preparing a strategic plan of operations outlines its 

goals, directions and measures. It therefore: 
•	 performs environmental, resources and SWOT analysis;
•	 determines/revises the mission;
•	 determines/revises strategic goals;
•	 determines/revises programmes of the institution;
•	 evaluates the implementation of the programmes of the institution;
•	 determines/revises the system of monitoring and accountability for 

results.
Regional development plans. The situation of the region is analysed 

according to separate sectors of the economy: 
•	 business, industry and rural development;
•	 human resources;
•	 public services;
•	 infrastructure development and environmental protection. 
The EU cohesion (regional) policy was launched in 1975 after the 

establishment of the European Regional Development Fund. The first core 
reform of this policy took place in 1988, when the system of integrated policy 
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planning and implementation, still forming the basis for the EU cohesion 
policy, was created. During that reform, the four main EU structural fund 
principles came into being (concentration, programming, partnership, 
additionality). Current directions of the EU cohesion policy reform are 
similar to the directions of the previous reforms. As in the case of the 
previous reform, this reform is aimed at taking the development of the EU 
into account. It aims at simplifying and decentralising the programming 
and implementation of the EU Structural Funds, as well as improving the 
effectiveness of the EU Structural Fund support. More emphasis on the 
strategy of the EU Structural Funds, linking the support of the EU Structural 
Funds with strategies of the EU could be considered as a new orientation of 
the reforms. 

The EU cohesion policy has a major influence on the Lithuanian public 
policy. The EU Structural Funds and the Cohesion Fund, financing the 
implementation of the EU cohesion policy, is considered to be one of the 
most important benefits of Lithuania’s participation in the EU. From 2004 
to 2006, Lithuania will receive support amounting to about EUR 1.5 billion 
from the EU Structural Funds and the EU Cohesion Fund. The advance 
evaluation of the SPD revealed that, according to the SPD 27 to 31 thousand 
new stable, full-time job opportunities could be created. 

According to the preliminary estimates of the European Commission, 
Lithuania is eligible to receive about EUR 6.118 billion from the EU 
Structural Funds for the period of 2007-2013 (including agriculture and 
fishery funding) or EUR 5.481 billion (excluding support for agriculture and 
fishing), after factoring in the 4% GDP restriction. The amount of the EU 
structural funding for the programming period of 2007-2013 will increase to 
twice the amount of the current annual funding of Lithuania. 

However, the benefits of the EU Structural Funds not only rely on the 
amount, but also on the institutional structure of funding implementation 
and on the actual content of the public policies.

Furthermore, because of its horizontal nature, the EU cohesion policy 
influences various national policies (economic development policy, separate 
sector policies, budget and investment management policy, national 
regional development policies and etc.) and their institutional structure not 
only on the central, but also the sub-national level. The regulation details 
a two-stage programming process (national strategic guideline paper, and 
action programmes), as compared to the three-stage programming of the 
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previous period (National Development Plan / Union Support Paper, action 
programmes, programme annex). 

Previously, the division of the programming process into several stages 
has negatively impacted the consistency of the programming documents, 
prolonged the programming process and delayed the start of implementation. 
Some member countries prepared programming documents simultaneously, 
they however were supposed to be filed separately, as to move on to the next 
stage the previous ones had to be completed. 

The Lithuanian SPD and its Annex was prepared more or less separately, 
although at some points these documents were prepared simultaneously. 
In addition, during the previous programming, Lithuania had separated 
the preparation of the common and operational strategy and therefore the 
content of the strategy of the EU Structural Funds became complex and 
inconsistent (i.e. several levels of evaluation and task criteria/priorities 
were created). The current Lithuanian programming documents are also 
characterised by the lack of clear operational strategy and/or they are often 
introduced in various lower-level documents (not in the Annex to SPD, but 
in the guidelines for applicants, ministerial regulations, etc.). Therefore, 
the basis for using the EU Structural Fund support is not sufficiently user-
friendly (for the applicants and beneficiaries). 

The regulatory framework provides that the Member States may 
submit to the European Commission their action programmes alongside 
with the document of national strategic guidelines, the negotiations on 
the action programmes, however, can start only after a decision has been 
made regarding the document of the national strategic guidelines. Thus, the 
problem of dividing the programming process into stages will also remain 
when programming the support for 2007-2013, though with smaller scope, 
as out of the three programming stages, only two will remain. 

5.2.	 Organisational structures and positions for developing 		
	 and implementing strategic plans 

Strategic planning as a formal process must firstly determine the official 
decision-making groups and persons, who should participate in the process 
of strategic planning, outline their roles, functions, number of members. In 
many countries, the highest strategic planning body in an institution is the 
strategic planning committee (‘the committee’). Such committees consist 
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of the highest ranking officials and planning experts. The main role of the 
committee is to make timely and grounded strategic decisions regarding the 
most important strategic problems. 

The planning committee is responsible for the following functions:
•	 Selection of the most important strategic problems.
•	 Considering possible directions of activities.
•	 Coordinating and maintaining agreements.
•	 Creating measures for conflict solving.
•	 Ensuring external financial or technical aid.
Strategic management support group. The main role of the group is 

to ensure the implementation of the strategy. The strategic management 
support group (‘the group’), headed by the chief planner, is established to 
help the head ensure the implementation of the strategic plan. 

A strategic group is more a function rather than a structure. It usually 
consists of managers of the largest departments of the institution (for 
example, in ministries it is a board that meets). It is even better if it includes 
one or two strategic planning professionals who are either employed at the 
institution (development, reform, project or planning departments) or hired 
as consultants (external experts may only consult on planning procedures, 
the content of the plans is the responsibility of the employees of the 
institution). This group also includes the highest executives of the institution 
(a total of 6 to 10 people in a group). The strategic group meets at least once 
a month. The meeting of the strategic group should become a permanent 
form of organising the work in the institution. The strategic group should 
be able to expertly apply the strategic management methods, so firstly the 
training of the group should be organised. The highest level executives of the 
institution may participate in the group only as members, as later on they 
have to approve the decisions of the strategic group. The strategic group is 
responsible for the professional and timely implementation of the stages of 
strategic management, instruction of other employees of the institution on 
the methods of strategic management, analysing the received motions and 
preparing final strategic decisions. 

The meeting of the strategic group should also include the most 
important representatives from the relevant sector to ensure their inclusion 
into the planning process and their support in implementing the plans. 
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The opinion of the executives of various levels regarding the mission, 
situation analysis, strategic goals must be gathered as soon as possible (by 
organising meetings of executives of various levels and reporting the motions 
they react to favourably). 

The strategic group should reduce the workload of the planning 
committee. The members of the strategic group take up the responsibility to 
implement and monitor the implementation of approved plans and report 
their progress to the planning committee. 

To ensure the effective implementation of approved plans, constant 
attention from the executives is needed, especially during the earlier stages 
of planning. The use of such an organisational structure makes sure that 
the plans are implemented in time and that they could be revised quickly if 
needed. 

Strategic operational support group. The goal of the strategic 
operational support group is to service and support the system of strategic 
management. The group can also be part of the office of the chief planner. 

Compiling the strategic management guidebook. To inform the staff 
on how they should carry out the strategic management tasks, a guidebook 
is prepared and then circulated at the institution. This guidebook serves as 
the main tool to implement strategic management. It has to be documented 
and completely understandable for managers and executives of all levels. 
Additionally, seminars may also be organised. 

The guidebook describes the system of strategic management, its most 
important element – the strategic plan – as well as roles and rules, according 
to which an institution implements the strategic plan. The guidebook outlines 
how the plan should be adapted to the current situation. 

Large public institutions, even those with competent employees still 
believe that it is necessary and cost-effective to have contracts with experts, 
who would be able to provide methodological help if necessary. They select 
and hire certain qualified firms in advance. 

Special positions for preparing and implementing strategic plans. 
The main role of the chief planner is to advise decision-makers, primarily – 
the head of the institution. Each strategic choice may have several provisions 
and several alternative impacts. That is why the planners need to have an 
experienced outlook and the ability to use the strategic planning methods. 
Sometimes the planner is asked for help in the process of negotiations. In any 
case, the chief planner has to maintain the trust and support of the head of the 
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institution. The way that the planners carry out their consultative functions 
mostly defines their relations with their supervisors. Some planners are used 
to providing suggestions and preparing planning documents. Sometimes 
that is necessary and justified. It is, however, most effective for planners to 
help their supervisors and other co-workers by providing information so that 
they are able to make decisions on their own. The planner’s role is advisory. 

Programme coordinators. The most important and usually the most 
expensive resource in institutions are programme coordinators. Programme 
or project coordinators exist at all levels. Although the position includes 
many management functions, the success of their work depends on their 
skills and mastery of the strategy. 

Programming management cannot be equated to the management 
process. Institutions also have resource managers, responsible for the 
process of resource management, who creates and maintain such important 
administrative functions of the institution as budget drafting, financing, 
procurement, accounting and human resource management. The goal of 
resource managers is to create and maintain the potential of human, material 
and financial resources, so it would respond to the needs of the programmes 
of the institution. 

Conflicts may – and often do – arise between programme coordinators 
and resource managers, mostly because of their different roles. The resource 
managers work to obtain the essential resources and help use them effectively. 
It often concerns only one type of the resources: financial, human or material 
resources. At the same time, the programme coordinator tries to combine 
and use many resources and maximise the quality of the services supplied. 
In practice, programme coordinators are often known to underestimate the 
role of resource managers. 

5.3. 	 Evolution of programme management, its benefits and 		
	 problems

Programme management is strategic management limited to separate 
programmes and projects. In a historic perspective, the term “contemporary 
programme management” came into being during the “space age”, that is the 
70s. At that time, space research and large weapons system development was 
managed by precisely planned programmes and projects. The programme 
outlook encouraged dividing broad areas of activities into smaller ones and 
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changing the way the activities were organised. The excessive trust in the 
hierarchical structure of organisations, where the decisions were made at 
the highest level of the hierarchy, was abandoned. The newer perspective of 
programme management stressed less centralised structures. 

The largest part of the activities was carried out in the framework of 
individually planned and managed programmes and projects. This lead to 
more responsibility of the lower management levels and their inclusion into 
the decision-making process, however determining the general direction 
of activities and control remained within the expertise of the higher level 
managers. 

The obvious successes of the early space tests attracted many initiators 
of programme management. Many of the “non-space” and non-military 
organisations restructured themselves in such a way that made it possible 
to carry out part or all of their activities according to precisely planned 
programmes and projects. Many organisations started creating and managing 
each programme as a separate, but precisely defined system of actions. 
Each programme had a programme coordinator assigned to it. Separate 
independent, yet accountable units of activities established themselves. Any 
of these units that bring together human, financial and other resources with 
a defined goal and activities is considered to be a programme. Thus, the 
essence of programme management is managing separate units of activities. 

Today it is common for organisations to use very simplified methods of 
programme management. 

Six functions of management are called programme management 
activities: 

1. Strategic planning; 
2. Programme/project planning;
3. Programme budget drafting; 
4. Determining the structure;
5. Monitoring, control and evaluation. 46

The listed management functions form the basis of programme 
management activities. 

Benefits. Programme management methods are widely used in 
public, private and non-profit sectors. Experience shows that the benefits 

46	 Koteen, J. Strategic Management in Public and Nonprofit Organizations. Praeger Publishers: 
New York, 1991.
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of programme management are numerous and pay off in many aspects: 
clear, targeted goals; focusing on results; stricter accountability; continuous 
evaluation; measurable effectiveness; insight or creative management; 
focusing on potential; more trust; teambuilding; motivation; positive effect 
on public relations and fundraising; continuity. 47

Problems. Strategic programme management relates to several 
problems, which may at times make the situation more difficult, thus it is 
important to understand and foresee the difficulties and minimise their 
impact. Further on, the most common problems of programme management 
met in the field are the following: high amount of paperwork; employee 
participation in the decision-making may exceed rational limits; too much 
data is collected; many years are needed to create a system of programme 
management; excessively strict and inflexible; analytic excesses; resistance to 
discipline; excessive autonomy and independence. 48

5.4.	 Developing programmes for institutions 

A programme consists of inter-connected activities managed by the 
operational group, which contribute to the common goal of the institution. 
From a systemic point of view, programmes are “activity systems” for 
utilising and distributing resources. The results of the activities are called 
products (outputs) and form the basis for carrying out systemic analysis on 
the relation of inputs and outputs or studies of cost-effectiveness. 

Programmes have a fixed schedule and budget. They can also be divided 
into smaller elements: goals, inputs, implementation process, product 
and results (consequences). It is not the structure of programmes or their 
component parts that are important but the inter-relations of these parts. 
No programme can be prepared without determined goals and tasks on how 
to reach them. Each programme must contain the resources, the process of 
implementation, the expected results and impacts. 

The components of a programme must meet the respective requirements. 
These requirements must be adhered to when preparing programmes and 
performing programme evaluations. The requirements are determined by 
the national legal acts or standard management practices. 

47	 Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions (lt. Viešojo sek-
toriaus institucijų strateginis valdymas). MRU. 

48	 See ibid.



66

/  Strategic Management of Public Sector Institutions  /

It can be added that an extensive strategy implementation programme is 
related to the prescriptive strategic management perspective and the multi-
level programmes of strategy implementation are related to the emergent 
strategic management perspective. 

Programmes in institutions can be either institutional (vertical) or 
inter-institutional (horizontal). Funds for implementing an institutional 
programme are provided only to one appropriation manager. The goals of 
these programmes are connected only with one area of management. 

An inter-institutional programme is prepared in the same way as an 
institutional programme. When preparing inter-institutional programmes 
several institutions participate, so that the funds are allocated from several 
appropriation managers. 

The programme of an institution is prepared after evaluating the 
environment and its resources, having developed the institution’s mission 
and determined its strategic goals. 

To ensure the effectiveness of programme preparation, it is prudent 
to prepare its plan before starting the drafting. A well-prepared and well-
thought plan may help avoid useless information, considering the variety of 
goals, and makes it easier to coordinate the actions listed in the programme. 

The programme often depends on the events that must take place or the 
conditions that must exist. However, programme coordinators have little to 
no control of them. Experience shows that many programmes end in failure, 
because uncontrolled events cause unfavourable conditions for success. 
Therefore, the factors of success of the programme should be the last part of 
the programme plan. 

The more costly the programme is with respect to financial or human 
resources, the more important it is to make a grounded plan. Of course, cost 
is relative. For example, budgets of military programme easily reach millions 
and require extensive planning. While in some non-formal organisations 
smaller programmes can take a very simple form.

The cost and level of complexity of the programme must justify its form. 
More complex programmes may use logical structure analysis. 

As noted by Arimavičiūtė, the public sector long thought that the 
activities of budgetary institutions were needed as a process, that the activities 
of the private sector were fundamentally different from those of the private 
business. Best practices of business were started to be transferred to the 
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public sector. It became obvious that as the knowledge of profit indicators 
in a company was a necessity to survive in business, so was the citizens right 
to know, and the decision-making public officials’ duty to know what are 
the results of the use of tax-payers’ money, what was achieved using the 
appropriations from the state budget and other funds to meet the needs of 
the citizens. 

5.5.	 Performance-based management 

Sometimes one objective, task or result can be measured using more 
than one indicator – several indicators provide additional valid information 
on the results, consequences and impacts. It is very difficult to define the 
indicators of consequences. 

The correct use of indicators may help better describe a programme or 
project.49

Result indicators are tools to evaluate the benefit to the society and 
the effectiveness of the activities of an institution. For example, if the main 
objective of a given municipality is to maintain existing companies and 
establish new companies, to increase the number of job opportunities, then 
its results will be evaluated according to the number of companies that exist 
and/or have been created in the municipality. 

Effectiveness indicators are the indicators of resources used to produce 
a certain amount of products. The cost of resources is calculated in financial 
units, working hours of employees, material resources used. The effectiveness 
indicator connects the efforts of the institution to what it produces. Average 
expenditures or average work costs are usually used as indicators of an 
institution’s effectiveness, but they can also be used as result indicators. 
For example, in an emergency call centre, the effectiveness indicator is the 
percentage of calls answered in a given time period. 

Amount indicators are the indicators of products produced or services 
provided by the institution. The number of people that uses the services 
provided by the institution or the amount of the services provided are the 
examples of such indicators. For example, the number of court cases settled. 

49	 Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions (lt. Viešojo sek-
toriaus institucijų strateginis valdymas). MRU, p. 223-228.
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Cost and descriptive indicators. Cost indicators represent human, 
financial and material resources used to provide services. Descriptive 
indicators represent the impact of external environment factors. 

An institution may have limited control of factors evaluated by the 
descriptive indicators, e.g. the demographic characteristics of the groups of 
people serviced by the institution. However, some descriptive indicators may 
be controlled, e.g. the parameters of the employment system. 

After determining the indicators, the source of information must be 
identified. Information sources must define: 

•	 The form of information (technical or financial reports of the 
project, studies/surveys, statistics, etc.);

•	 Who will provide the information? (mediating institution, 
implementing institution, receiver of support, final beneficiary, 
Department of Statistics, etc.);

•	 How often will the information be provided (monthly, quarterly, 
semi-annually, annually, etc.).

The main source of information on the results of the project is its 
technical reports, but other sources are used to evaluate the impact and 
effect of the project (e.g. data from local unemployment offices on the level 
of unemployment, study data, etc.).

To be able to evaluate the implementation of the programme and its 
tasks, result and product evaluation criteria are created. Evaluation criteria 
must meet the following results:50

1. 	 They must be based on the objectives and tasks of the programme. 
2. 	 They must be realistic, justified, clearly defined, simple and allow 

for comparisons.
3. 	 They must be comparable in terms of time. 
4. 	 They must provide the ability to evaluate costs, workload, results 

and benefit. 
Evaluation criteria provide information on the results of the 

implementation of an institution’s strategic goals and programmes. The 
annual reports of the institutions have to contain the factual values of the 
impact, result and product evaluation criteria. Appropriation managers may 

50	 Resolutions of the Government of the Republic of Lithuania. (No. 827; 2002.06.06.) On the 
Approval of the Strategic Planning Methodology (lt. Dėl strateginio planavimo metodikos 
patvirtinimo).
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use academic or other institutions’ representative to develop the evaluation 
criteria. 

The following product, results and effect criteria are distinguished:
Product criterion – the evaluation criteria for the implementation of a 

task, that is the material of intellectual product and/or services that come 
into being by purposefully using the resources to achieve the task. 

Result criterion – the evaluation criteria for the achievement of the goal 
of the programme – the benefit that the direct beneficiaries of the programme 
will receive after the implementation of the programme. 

Effect criterion – the evaluation criteria for the achievement of the 
institution’s strategic goal or the strategic development goal of the respective 
sphere – the benefits that will be gained not only by the direct beneficiaries 
but also other groups after achieving the strategic goal. 

Self-check tasks:

1.  What are the main strategic planning documents in Lithuania and what do 
they represent? What is their purpose? Is the level of publicity of strategic 
planning documents in Lithuania sufficient? 

2.  What is the role of the planning committee and what are its main functions? 
What is the role and functions of strategic management support groups? 
What are the objectives and functions of strategic operational servicing 
groups? Describe the role of strategic groups in the Lithuanian institutions. 
What are the roles and functions of the head planner? What are the 
obligations and other functions of programme coordinators? Describe the 
functions of programme coordinators in Lithuania. What criteria could be 
used to evaluate the work of programme coordinators?

3.  Evolution of programme management, its benefits and problems.
4.  Developing programmes for institutions.
5.  How would you describe management based on performance?

Required reading 

1. 		  Resolutions of the Government of the Republic of Lithuania. (No. 827; 
2002.06.06.) On the Approval of the Strategic Planning Methodology (lt. Dėl 
strateginio planavimo metodikos patvirtinimo).
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2. 		  Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions. 
(lt. Viešojo sektoriaus institucijų strateginis valdymas). Mykolas Romeris 
University. Vilnius, p.186-213

Recommended reading 

1. 		  Koteen, J. Strategic Management in Public and Nonprofit Organizations. 
Praeger Publishers: New York, 1991. 

2. 		  Nakrošis, V. European Union Regional Policy and Structural Fund 
Management (lt. Europos Sąjungos regionų politika ir struktūrinių fondų 
valdymas). Vilnius, EUGRIMAS, 2003.

3. 		  Neverauskas, B., Stankevičius, V., Viliūnas, V., Černiūtė, I. Project 
Management (lt. Projektų valdymas). Kaunas. Technology, 2004.
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6. 	 Motivation. Using organisational structures  
	 to implement the strategy.  
	 Drafting programme budgets

THE TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	 understanding the purpose of strategy implementation 
programmes;

	 characterising programme types;
	 understanding the functions of the programme plan, its 

elements and drafting ways.
	 describing the definition of a project, characterising the 

relations between project actions, results and consequences.
	 understanding the operational plans and their place in strategic 

management;
	 describing the objectives, tasks and benefits of programme 

budgets
	 explaining the differences between programme and 

organisational unit budgets;
	 describing the role of the staff in the budget drafting 

procedures;
	 understanding the functions of budget appropriation managers.

6.1. 	 Organisational culture

Each organisation exhibits a different culture. Culture is the sum of the 
intangible qualities of people, their values, perspectives and even the way of 
thinking. An organisation that has no established culture or a weakly defined 
culture also does not have its own work style. However, organisations with a 
developed culture have a pronounced style of working, which can be easily 
recognised among others. It also boasts norms of behaviour understandable 
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for all of its members. These norms make the organisation stable and allow 
the new members to adapt quickly by making them the members of the team. 

Culture is very dependent on the highest level executives determining 
the working style. Two levels of culture can be distinguished: (1) observed 
culture, which can be described as the behaviour of people, traditions, 
symbols and many other expressive elements. The logo of the organisation 
belongs here, they have their own gyms, participate in community projects, 
but most importantly it has a settled management system. The behaviour of 
an organisation with the external environment, customers is also included. 
In many cases, there are rules on how employees must behave towards their 
clients; (2) hidden culture – the results of deeper qualities, expectations, 
psychological factors. Certain thinking stereotypes may appear.

When developing the culture of an organisation, it is important to take 
into account: 

1) 	 the creation of a system of values acceptable to all members of the 
organisation;

2) 	 the system of values must be recognised by all members of the 
organisation;

3) 	 certain forms, ways (symbols) and traditions to express the culture 
must also be created. 

Providing a more formal definition of organisational culture is difficult. 
For strategic analysis, the so-called cultural web of an organisation, provided 
by A. Vasiliauskas51, combines the most important elements defining culture 
in an organisation. These are the elements of the web: stories – that show 
the path walked by the organisation, its successes and losses, highlights the 
people who contributed to the development of the organisation. Various 
myths and legends, reflecting only a small part of events, also belong to the 
same group and create the exclusiveness of an organisation; whereas routine 
are the written and unwritten everyday rules and procedures on which the 
long-established, normal order of everyday activities, decision-making 
and customer service depends. Very often it is according to the established 
routine that the employees, clients and the society evaluate the general 
level of organisational culture; while rituals are a tailored and meticulously 
approved form of collective communication in an organisation. Rituals 
allow bringing together the entire team more closely, including newcomers; 
51	 Vasiliauskas, A. Strategic Management of Firms (lt. Firmų strateginis valdymas). 

Encyclopaedia. Vilnius, 2002, p. 114-117.
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symbols can be very diverse, such as the size and architecture of the office 
buildings of an organisation, offices of executives and managers, uniforms of 
an organisation, name of an organisation, special symbols for activities, etc. 
Symbols are an important expression of an organisation’s identity, and their 
attractiveness can also influence the behaviour of clients; systems of control 
are dependent not only on the culture but also on the management system of 
the entire organisation; structure reflects who formally reports to whom in an 
organisation, formal and informal relations; as regards governing structures, 
in this respect organisations differ from each other depending on who, how 
and when decides in an organisation or influences decisions; paradigm is the 
sum of theoretical and methodological assumptions and provisions forming 
the basis of organisational culture research. 

The web of culture only defines the areas of strategic analysis of 
organisational culture. Many questionnaires (guidelines) are provided in the 
literature on the subject-matter of strategic management to further detail such 
an analysis. After summarising the results of the analysis, it can be possible 
to discern the style of culture of a given organisation. Although the culture of 
each organisation is unique, organisations can be grouped according to their 
most prominent style of culture. The main styles of organisational culture are 
the following52:

– power culture, where one individual is the most prominent (manager 
or owner);

– role culture, where the main role belongs to the “centre” (group of 
managers);

– task culture, when it is concentrated on a determined project;
– personal culture, where each individual works individually.

6.2.	 Strategies for managing human resources

People are an important component of each organisation’s potential 
resources and allow implementing and managing activities.53 In some 
activity areas, e.g. leisure and tourism services, consulting and advertising 
agencies, healthcare, etc. people are most important factor for success. The 

52	 Vasiliauskas, A. Strategic Management of Firms (lit. Firmų strateginis valdymas). 
Encyclopaedia. Vilnius, 2002, p. 117, 118.

53	 Vasiliauskas, A. Strategic Management (lit. Strateginis valdymas). Encyclopaedia. Vilnius, 
2002, p. 152–153.
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ability of personnel to adapt to the changes in the external environment on 
time allows the organisation to ensure long-term competitive advantages in 
quickly evolving markets. 

However, the importance of human resource analysis when creating 
an organisation‘s strategy does end with the resources aspect. The 
implementation of a new strategy in an organisation always creates many 
changes, therefore, many people may be against these changes on such a level 
that it can even make the implementation of the strategy impossible. 

The role of human resources strategy and contribution in creating and 
implementing the general strategy of an organisation is evaluated according 
to the following aspects: 

•	 connection to the general strategy of the organisation;
•	 main features of the human resources strategy;
•	 inter-compatibility of the diversified personnel strategy of the 

organisation;
•	 adaptation of the human resources strategy to the general strategy 

of the organisation and changes in the external environment;
•	 role of the human resources strategy in the most important strategic 

changes of the organisation;
•	 control of the human resources strategy;
•	 time limits for the implementation of the human resources strategy.

6.3.	 Analysing politics in an organisation

Politics in political science is usually understood as an art of possibilities. 
Even though voters would prefer some changes in the national policy, they 
are not always possible under certain circumstances. In politics, you must 
persuade people and that is an art, and not a precise science.54

Commercial and non-profit organisations also include people. Each 
organisation contains groups of individuals who use strategic changes to 
make their interests a reality. During strategic changes, there are always 
pressure groups, competitors, influential people, middle men, winners, 
losers, etc. 

54	 Vasiliauskas, A. Strategic Management (lit. Strateginis valdymas). Encyclopaedia. Vilnius, 
2002, p. 161–163.
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Healthy competition between individuals and their groups in an 
organisation is not harmful. It can be rational and improve the activities of 
the organisation when groups try to consolidate and achieve a common goal. 
Competition can be used as a force to achieve change.

The views and interests of individuals and their groups create the policy 
of an organisation. 

As is the case with culture, it is very difficult to formally define the 
policy and politics of an organisation. For this purpose, the political web 
of an organisation can be useful, as it analyses five inter-related aspects of 
politics in an organisation, each of which has to be analysed in the context 
of strategic change: 

•  Leadership. In this aspect, the traditions and the role of the leadership 
in determining the political climate of the organisation is analysed. By putting 
the political processes of the organisation in the right direction, leadership 
can increase the chances to successfully implement the strategy and help 
address the problems of strategic change. And vice versa, the inability of 
leadership to unite the political groups to work for a common purpose 
may sabotage any implementation of strategic initiatives. It is important to 
actually evaluate those who have the political initiative in an organisation: 
the leadership or certain groups;

•  Most important power groups. Many formal and informal groups 
with different interests exist in any organisation. Not all of them are 
important for creating and implementing the organisation’s strategy. The 
aim of strategic analysis is to identify the power groups whose influence and 
support is important for strategic changes; 

•  Style of change implementation. People in an organisation have to 
be persuaded. It must be determined whether consultation or confrontation 
leads to the strategic process, should strategic change be “controlled” or 
“cultivated”; 

•  Most important external pressure forces. Strategic change in an 
organisation is influenced not only by internal, but also by external forces. 
Thus, it is important to identify the external factors that mostly influence the 
strategic changes in an organisation; 

•  Culture of adapting to changes. This aspect evaluates is the level of 
development of the learning and experimenting system in the organisation 
which would allow successfully adapt to the strategic changes. 
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6.4.	 Sequential relation between strategy and structure

Depending on the methodology used – prescriptive or emergent – two 
main positions exist on the relation of strategy and structure. According to 
the prescriptive methodology, the sequential relation between strategy and 
structure is recognised – first the strategy is created and only then is the 
structure defined.55

The emergent methodology proposes a bilateral relation of strategy and 
structure: strategic decisions depend on the structure of an organisation and 
it in turn influences the strategy. 

If the relation between strategy and structure is sequential, then the 
goal of organisational structure is to distribute the workload and arrange the 
administrative mechanisms, so that the strategic process of the organisation 
is controlled and integrated. Thus, work is distributed according to 
functions, such as production, finance, marketing, HR, procurement, etc. 
These functions are joined into departments, groups, etc., by distributing 
the power of decision-making accordingly. The most important structural 
question is how should the implementation of the strategy be organised, as 
the structure itself has no impact on the development of the strategy. 

In the case of prescriptive methodology planning and coordinating of 
the functions of various departments becomes more and more complex as 
the organisation grows, thus general offices are created for these planning 
and coordinating functions, where the decisions of the organisation are 
stored and which create the strategy of the organisation. The strategy is 
then implemented by creating an appropriate structure and distributing the 
resources among the structural units. After preparing a new strategy, a new 
organisational structure is also needed. Strategy, then, is always in front of 
the organisational structure. 

After the activities of the organisation become actually diversified, 
the relations between different parts of the organisation become difficult 
to control. Therefore, for large diverse organisations to effectively manage 
everything, the multi-department type of structure was formed. 

55	 Vasiliauskas, A. Strategic Management (lit. Strateginis valdymas). Encyclopaedia. Vilnius, 
2002, p. 322.
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As before preparing the structure of an organisation it is necessary 
to prepare and approve its strategy, the elements of the optimal multi-
departmental structure are provided:56

Recognising the sequential relations between strategy and structure, the 
following principles of organisational structure development are applied: 
formal structures; clear responsibilities; determined lines of accountability; 
direction as to strategic decisions that are mandatory for the staff. 

The creation of organisational structure on the basis of the sequential 
relation between strategy and structure creates ever increasing bureaucracy. 
As organisations expand, the bureaucratic structure becomes more and more 
complex. Research has shown that the performance of large organisations 
improves if they have more bureaucracy. However, larger organisations also 
exhibit lesser work satisfaction, more intensive idleness, more staff turnover.57 

As the activities of an organisation become more diversified, the need to 
reorganise the structure increases. More complex forms of structure become 
needed as the centre becomes more isolated from the places where decisions 
can be made. It becomes necessary to create strategic business units and 
delegate them the power of decision-making. The more diversified the 
organisation, the bigger the shift from centralisation to decentralisation.58

6.5.	 Bilateral relations between strategy and structure

The relation between strategy and structure is more complex in two 
aspects: 1 – the strategy and the structure connected to it must be created 
and developed experimentally at the same time, when the organisation is 
learning how to adapt to a changing environment; 2 – a non-formal and more 
open organisational structure may be needed to understand the emergent 
strategic process and for experiments. 

It is said that the influence of structure over strategy is never fully 
utilised. Also, it cannot be said that organisational problems arise only when 
a new strategy is created. 

If an organisational structure is created successfully (flexible, effectively 
adapting to changes in the environment), the organisation will have the 

56	 Vasiliauskas, A. Strategic Management (lit. Strateginis valdymas). Encyclopaedia. Vilnius, 
2002, p. 323.

57	 Ibid.
58	 Ibid., p. 324.
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opportunity to achieve three main strategic objectives: universal satisfaction 
of customers; innovation; the commitment of the organisation’s staff to 
produce high quality products. 

One of the main strategic objectives is to increase added value. 
Two sections can be distinguished in the value chain of an organisation:  
1 – “against the current” components (input logistics, supply, production);  
2 – “following the current” components (marketing, service after realisation, 
research and design). 

Two possible typical alternatives also exist to increase added value: 1 – 
strategy of “going against the current” (minimising costs, massive production 
for an unsegmented market); 2 – strategy of “following the current” 
(increasing marketing, branding, innovation, market segmentation). 

According to the emergent methodology, new and precise strategies 
can be prepared in advance. Then a very important challenge is to create 
the structure of an organisation and prepare plans that ensure the 
implementation of the chosen strategy. In many cases, this leads to excessive 
simplification of the strategic process: the final strategic decision can be 
impossible, if the planned changes are complex and contradictory; the 
structure of the organisation may not handle the limitations on the decisions 
created by the culture, participating people, political interests; organisational 
responsibilities are created in a certain period and that hinders radical 
changes. 

An organisation deals more successfully with the inconsistencies arising 
from the strategic process if the leadership initiates, controls and manages 
the process. The decisions of the leadership determine the development of 
the strategy and the optimal organisational structure. 

6.6.	 Designing organisational structures

Regardless of the way of understanding the relation between strategy 
and structure (does the strategy determine the structure or vice versa), it 
is necessary to design and maintain a rational organisational structure 
so as to create and implement the strategy of the organisation effectively. 
It is important to make the strategy and the structure of an organisation 
compatible, so that the organisation can become economically effective. The 
level of compatibility may differ. The environment is changing constantly, 
while the structure of an organisation changes at a slower pace. There can be 
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no perfect compatibility between the structure and strategy, but they must 
ensure at least minimum compatibility. 

At the earliest stage of designing a structure, the question of compatibility 
between the mission, structure and objectives must be discussed. Before 
going into detail on possible structural options, it is useful to examine the 
general questions related to the analysis of the mission and objectives: 

•	 What is the type of the organisation?
•	 Who are the most important stakeholders in the organisation?
•	 What is the purpose of the organisation?
•	 How does the purpose of the organisation determine the best 

structure?
Each organisation is unique in its size, products (services) it supplies, 

its organisational culture, etc., thus it is not easy to answer these questions. 
An operational organisation has an existing structure. Thus, the most 

important task is not to invent a new one, but adapt the existing structure. In 
an operational organisation, certain primary factors already determine the 
design of the structure: 1 – age; 2 – size; 3 – environment; 4 – centralisation 
– decentralisation of decisions; 5 – value chain; 6 – technical content of 
activities; 7 – different tasks in different parts of the organisation; 8 – culture; 
9 – leadership. 

Each organisation is unique and the chosen strategy depends on the 
specific situation of the period. Therefore, it is impossible to precisely define 
the rules that would allow creating an optimal organisational structure. 

6.7.	 Budget 

The budget:
1) is the estimate of the state’s income and expenses for a period of time 

approved by law; 
2) is the estimated calculation of the state, institutional, corporate or 

personal income and expenses for a certain period of time.59

In the past (traditionally), institutions distributed resources for 
organisational units on the basis of the so-called “linear elements”. The linear 
elements system provided information by simply listing the sources of income 

59	 Meidūnas, V., Puzinauskas, P. Finance (lt. Finansai). – Vilnius: Center of Legal Information, 
2003, p. 45.
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and categories of expenses, which were called “item accounts”. They were 
meant for the expenses for salaries, telecommunication expenses, business 
trips, etc. No efforts were made to tie expenses with specific programmes; 
they were tied with certain organisational units. 

The government and politicians are especially interested in the validity of 
the use of state funds. They care about the purpose of the financial resources 
and the results obtained. They question the economic effectiveness of the 
expenses. However, the positions of linear element budgets may only say the 
amount spent for salaries, postage stamps, etc. and does not show the funds 
provided to realise the goals, neither what was achieved with them. 

Only in the seventeenth century did the people become interested in 
creating programme budgets, believing that it was a better way to distribute 
resources to achieve the goals of state policy. Of course, the mission, goals 
and implementation plans of an institution make the activities of civil 
servants more transparent for politicians and help distribute the budget 
appropriations. Strategic planning provides the key for answering many 
of the important questions: how civil servants understand the decisions of 
politicians (represented in laws, directives, guidelines, etc.), how they aim to 
implement them, what resources they need and how well are they executing 
the political programmes. 

The need to transform civil service into the one that is less bureaucratic 
and more entrepreneurial is also closely connected to the efforts to tightly 
relate strategic planning to the budgetary system. The proponents of a 
managerial state truly want to bring together missions, budget systems 
and performance evaluation. This shows a new turn in financial resource 
planning, as clear interest can be seen in distributing the resources according 
to the goals of state policy. Furthermore, the idea is fostered that state funding 
should be focused on results. The proponents of a managerial state would 
prefer that the appropriation managers focus their attention on the ways to 
achieve the needed results set in line with the mission and common strategic 
goal created during the process of strategic planning, within the limits of the 
current budget. 

If strategic planning is not effectively integrated into the annual budgetary 
process (along with other fundamental management systems), then it is 
likely that strategic planning will exist, but not strategic management. 

One of the reasons why strategic planning cannot markedly influence 
the activities of the institution is because the process of the budget continues 
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to rely on incremental growth principle. It must be noted that this adherence 
to incremental growth is not only a precaution but also the result of “the 
long struggle for position” of various competing interests. The budget 
drafting processes used often give the impression of an internal feud for 
resources. Public and hidden disputes among resource managers have a long 
history. This lessens the role of strategic planning when drafting budgets of 
institutions. When the budget is drafted on the basis of incremental growth, 
the heads of the institutions know that they will be doing more or less the 
same that they did last year, with minor changes only. 

6.8.	 Definition of a programme budget

Creation of a programme budget is a management tool to distribute 
budgetary resources. It is popular in public institutions and non-profit 
organisations. It has a managerial perspective towards the budget. It is 
usually tied with the goals of the programmes and can evaluate the results of 
each programme. 

The programme budget is closely connected to other functions 
of management: planning, determining the organisational structure, 
monitoring, control and analysis. Without creating a programme budget it 
would be almost impossible to apply programme management and create 
the basis for evaluating activities. 

Recently, the programme budget became a management tool for 
distributing financial resources. 

6.9.	 The objectives and benefits of drafting a programme 		
	 budget

The drafting of a budget is a systemic process of resource planning, 
distribution and control of their use, based on the programme management 
approach. In institutions that use the programme management approach, 
the budget is drafted with two goals in mind: (1) provide the necessary funds 
for the programmes of the institution and (2) satisfy the financial needs of 
the organisational units. 

Many discussions take place on budget drafting – whether it should 
be based on organisational units or programmes. However, this question 
in itself is false! Each of those approaches mean incomplete accountability. 
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Both of them should be followed, as it is necessary to assign the funds for 
the management of the institutions and hold them accountable for the 
results. The best way to use these resources is to distribute them according to 
programme objectives and other elements of the programme budget drafting 
system. 

Benefits. The creation of a programme budget has clear benefits: 
•  Determining the costs of the programme allows using the financial 

resources according to programme objectives;
•  Better control of expenses, the beneficiaries of the funds are clear 

and the usage of the funds can also be controlled. It is also clear which 
programmes are the most expensive and decisions on their cost-effectiveness 
can be made. 

•  More effective distribution of resources, because distribution of 
financial resources is connected to the objectives and tasks. This empowers 
to funnel the funds into the areas that will be able to reach peak effectiveness. 

•  Increased publicity on the use of financial resources empowers 
showing the society precisely where does the state funding go and how much 
various programmes cost. Increased transparency of the financial resource 
usage. 

•  Determining realistic prices for products and services enables to 
calculate compensated expenses and set other economic management 
mechanisms in place. 

6.10.	 Main components of the process of drafting a  
	 programme budget

An institution is based on several contemporary components. They are:
•  Determining the programme structure. Drafting of a programme 

budget requires that the organisation has an existing programme structure 
compatible with the main organisational units. 

•  System of long-term planning. Programme budgets usually require 
that the institution creates long-term plans. In general, their time period 
can range from three to five years. A long-term plan should connect each 
programme with the following elements: 

–  Defined objectives and tasks.
–  Expected results.
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– Determined needs and sources of resources.
–  Determined priorities. 
•  Assigning programme coordinators. Programme coordinators are res

ponsible for the use of the financial resources they are allocated with. It is 
important that the role of programme coordinators is officially recognised 
and detailed. The system of programme budget drafting usually requires that 
programme coordinators and decision-making bodies are provided with 
data related to the implementation of their decisions. 

•  Project design, review and approval system. The drafting of a programme 
budget needs a system for programme and project design, planning, review 
and approval. 

•  Programme result evaluation measures. An indivisible part of 
programme budget drafting is the evaluation of the results as compared to 
their costs. 

•  Annual budget and annual operational plan. It reflects the financial 
needs of programmes of the institution. The budget shows: 

–  ctual expenses of the previous year. 
–  Actual and perceived expenses of the current year. 
–  Perceived expenses for the next year. 
Expenses for programmes, objective or institutions are estimated 

according to the elements of expenses. The annual budget is drafted according 
to annual tasks when following the long-term plan.

•  System of submitting reports and programme evaluation. The report 
submitting system stores data, upon which the evaluations are carried out as 
to whether the goals and tasks have been implemented, whether any progress 
was made in providing services for the clients of the institution. Special plans 
can be drafted for analytical studies to research and evaluate the actual and 
expected changes. 

•  Main tasks of programme budget drafting. The system of programme 
budget drafting contains other tasks in addition to calculating programme 
expenses and income. A programme budget is the most important 
management tool in an institution. 

The main tasks for drafting a programme budget are:
–  Calculating programme costs.
–  Changing the programme budget into organisational budget.
–  Gaining support of key personnel. 
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6.11.	   An individual chart of a programme budget

Many institutions use standardised programme expense calculation 
forms and established rules. The form for the provision of programme 
budget expenses helps not only determine the needs for financial resources, 
but also carry out financial or operational audit and programme evaluation. 

In many public institutions, most expenses go for salaries. If the 
employees work with more than one programme, it is prudent to determine 
how many work hours were spent on other programmes. Usually in a 
standardised programme budget chart, several categories of expenses are 
distinguished. 

When calculating expenses, it is possible to use some of the data from 
previous years or averages of separate costs, which are widely used by 
accountants. 

Some institutions have detailed rules for distributing administrative, 
additional or fixed expenses for specific programmes. The staff of the finance 
department is responsible for this. The burden of resource distribution 
should not be borne by the programme coordinator. 

Process creation. When the personnel creates the budget drafting 
process, it features all the standard forms, deadlines, data streams, evaluation 
and approval requirements and procedures. The process also includes the 
rules for drafting annual estimates of the budget. Alongside the management 
of the institution, the staff determines certain economic conditions needed 
when preparing estimates of programme expenses. 

Training personnel. In institutions it is common to organize seminars to 
help programme coordinators and accountants to draft budgets. Programme 
management helps to develop the needed budget drafting skills as well as 
create the system for providing programme coordinators with information. 

Developing a database. A programme budget requires markedly more 
data than a traditional linear element budget. The key personnel can be very 
helpful by collecting and providing the data about current and previous 
operations. 

Key personnel could also create, maintain, and make available various 
information databanks that would provide the following data: 

•	 expense calculation coefficients, standards and averages, i.e. average 
performance or workload;



85

/  Strategic Management of Public Sector Institutions  /

•	 operation indicators and data that can be useful for evaluating 
performance;

•	 Relative expense data, obtained when comparing the expenses of 
the previous year with the average expenses of other institutions. 

The data bank must be constantly updated and monitored so that the 
data is timely, precise and useful for the programme coordinator. 

Review and evaluation of the proposed programmes. Key personnel 
shoulders the evaluation of the proposed programmes, their approval and 
administration in the institution. Budgets of public institutions are usually 
approved on various levels. 

Drafting annual budget reports. Key personnel has to provide the 
institution’s annual activity reports based on the programme budget to the 
management. Annual reports provide the most important trends that impact 
the institution. 

The creation of a programme budget creates more control and stricter 
accountability. Many programme implementers would prefer to be simply 
provided with funds and left to their own devices. No one prefers that 
the personnel drafting the central budget, which is not always sufficiently 
acquainted with the programme, makes important decisions. 

Self-check tasks:

1. Please define organisational culture. Provide at least several definitions. 
What are the levels of culture found in organisations? What should be 
taken into account when forming organisational culture? What is the 
cultural web of an organisation used for? Describe the components of the 
cultural web concept. What are the main styles of culture in organisations? 
Describe each style in detail. Which criteria connected with the strategy 
can be used to assess every cultural style? 

2. What are the aspects to be used as a basis for evaluating the role and input 
of an organisation’s human resource strategy in the overall strategy?

3. The sequential relations between strategy and structure: what are the main 
approaches towards the relations between strategy and structure?           ▶ 
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       Identify the six optimal elements of a divisional structure. While agreeing 
with the sequential relations between strategy and structure, clarify the 
main principles used for developing structures in organisations. What 
are the main advantages of centralisation? What are the main advantages 
of decentralisation? 

4. The bilateral relations between strategy and structure: the most important 
flaws of the principle of sequence between strategy and structure. 
Describe an organisation’s structure going with and against the flow. 
What is the role of management in dealing with uncertainties arising 
from the strategy process? 

5. Designing organisational structures. Why is there a need for strategic 
compatibility between strategy and structure? What are the factors 
influencing structure design? What are the recommended steps for 
creating a structure compatible with the strategy? 

6. What is a programme budget? How is it different from a traditional 
budget?

7. What are the advantages of programme budgets and how are they drafted?
8. What is an individual design scheme of a programme budget? Describe 

an organisational unit’s budget balance sheet? 
9. What is the role of the key staff members in drafting an institution’s 

budget?
10. Describe the functions of budget appropriation managers.

Required reading

1. 		  Resolutions of the Government of the Republic of Lithuania. (No. 827; 
2002.06.06.) On the Approval of the Strategic Planning Methodology (lt. Dėl 
strateginio planavimo metodikos patvirtinimo).

2. 		  Vasiliauskas, A. Strategic Management (lit. Strateginis valdymas). 
Encyclopaedia. Vilnius, 2002, p 152-153, 161-163, 322-344.

▶
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Recommended reading

1. 		  Ansoff, H. I. Strategic Management, NY: John Wiley. 1979
2. 		  Meidūnas, V., Puzinauskas, P. Finance (lt. Finansai). – Vilnius: Legal 

Information Centre, 2003. 
3. 		  Paliulis, N., Chlivickas, E., Basics of Management (lt. Vadybos pagrindai), 

Vilnius. Technika, 1998.
4. 		  Greenley, G. E. Strategic Management. Hemel Hempstead, Prentice – Hall. 

1992.
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7.	 Benchmarking results and controlling  
	 the implementation of strategic plans

THE TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	 understanding the essence of a system of strategic control, as 
well as its objectives and guidelines for creating them;

	 describe audit as a strategic control mechanism and explain the 
specificities of programme audits;

	 understand the control matrix as a popular method to control 
strategies.

7.1.	 Definition of strategic control

During the development of states it became important to know whether 
the nation’s material and financial resources are used economically and 
purposefully, whether the wealth of the nation is not pilfered, squandered 
or the officials are not abusing their power.60 This objectively brought into 
being financial and later on operational control: in Greece, people who have 
served in a public institution and who have dealt with public finance were 
held accountable to a popularly elected commission after completing their 
service; in Rome, the collection of taxes was controlled, government finances 
were accounted. In the eleventh century, England delegated officials who 
registered the expenses and income of the public funds in certain books; in 
the Great Duchy of Lithuania, Vytautas Magnus had put in place personal 
control over people who were suspected of unjust enrichment. 

The word “control” derives from the French word “contrôle” and means 
monitoring, reviewing and oversight to verify something. “The definition of 
control is usually described as domination, coercion or as synonymous to 

60	 Buškevičiūtė, E. Public Finance (lt. Viešieji finansai). Textbook. Kaunas University of 
Technology. Vilnius university. Technology: Kaunas, 2006, p. 367.
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power, thus usually it has negative connotations. However, control achieves 
certain social goals and tasks. The definition of control is tied with the life 
and activities of an individual person or a group of persons (families, parties, 
state institutions, the nation). The activities of social systems are influenced 
by many factors and in practice it is often veered from the requirements of 
programmes, standards, planned (set) norms.”61 To avoid these deviations 
and to notice them in time and adjust them using certain measures, 
continuous control is organised. 

Information useful for control exhibits the following characteristics: 
actuality; precision; validity; level of detail; certainty, timely delivery.62

The implementation of a strategy as any other operational planning 
document must be constantly monitored to record the results of the 
implementation and changes taking place in the environment. 

Strategic control is the revision of the strategy implementation process 
with the express aim of lessening the divide between the factual condition 
and the chosen strategy. 

Strategy implementation procedures compare the factual results with 
the aims of the strategy and decisions to highlight the deviations from the 
chosen strategy and the internal and external factors causing the deviations. 

Information gained during strategic control helps to: 
•	 evaluate the use of resources in implementing the strategy; 
•	 highlight factual deviations of strategic development from the 

approved strategy;
•	 evaluate the results of individual managers or other employees 

connected to the tasks of strategy implementation;
•	 monitor the changes in the external environment and highlight 

those that markedly deviate from the provisions and conditions set 
in the strategy; 

•	 ensure feedback which would in turn guarantee timely distribution 
of resources, adjustments of the strategy. 

Strategic control is quite different from financial control, as it contains 
more aspects (not only financial) and requires much wider information, 
collected by formal and informal methods. Finally, strategic and financial 
control has different goals. Financial control in itself is mostly concerned 

61	 See the same source, p. 268, 369.
62	 See the same source, p. 390.
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with short-term objectives and goals, while strategic control is tied with the 
long-term goals and requires in-depth research, discussions and evaluations. 
Recently, it has been repeatedly emphasised that it may be prudent to delegate 
the strategic and financial control function to different departments, in most 
of the above-mentioned countries, however, these functions are carried out 
by the department itself. 

When developing strategic control systems, operational audit recommen
dations are widely used. 

7.2.	 Strategy implementation programmes.

To implement a created and approved strategy, a respective programme 
of operations and measures is developed. The strategy implementation 
programme has to determine the entirety of operations that would ensure 
the implementation of the chosen strategic goals and decisions. It is 
imperative that each operation and measure in the programme has deadlines 
for completion. The process of strategy implementation must be monitored 
and controlled. Four main components are distinguished: 

• Determining operational strategic goals and decisions. In an approved 
strategy, the goals and strategic decisions are formed with respect to the 
entire organisation. Meanwhile, the implementation of these goals and 
decisions should be delegated to respective departments of the organisation: 
marketing, production, HR, finance, research and design, etc. That is why 
common strategic goals and decisions have to be functionally interpreted as 
operational goals and decisions; 

• Drafting special plans. Operational strategic goals and decisions need 
special plans that detail the final and interim objectives, outline the time 
limits for carrying out tasks, set the specific executors for the task and 
resources allocated to them to be implemented;

• Resource allocation and budget planning. Certain resources are 
allocated to implement the strategic goals and decisions of organisations. 
When strategy implementation tasks are delegated to various functional 
departments and specific executors, common resources have to be distributed 
among them. Budget planning helps balancing the amounts of resources 
allocated to finance the strategy with their sources. 

• Monitoring and control procedures. The implementation of the strategy 
takes a long time. The implementation of the strategy must be monitored 



91

/  Strategic Management of Public Sector Institutions  /

during that the entire time period and the factual results of implementation 
of the strategy have to be recorded periodically. All of this is ensured by 
the strategy implementation monitoring procedures of the organisation. 
The factual results of the strategy implementation control procedures are 
compared to the planned guidelines to operatively adjust for observed 
deviations. 

When conducting researches as to how managers create their strategy 
implementation plans, two principles govern the strategy implementation 
process: 

• Purposeful rationality. As managers almost every time encounter 
difficulties in analysing each possible alternative, their logical choice has to 
be limited to a manageable number of alternatives. Without being able to 
cover their whole task, they act rationally by dividing the task into a chain of 
manageable steps. The entirety of the steps may not be optimal. Even when 
performing rational instructions, individuals include personal goals into the 
process and they may not necessarily coincide with those of the organisation. 
Thus, in implementing the strategy the problem of compatibility of personal 
and organisational goals will always appear.

• Minimal intervention. When implementing the strategy, the manager 
adjusts only the aspects that are barely enough to solve the strategic problem. 
A conclusion can be drawn from this principle that the implementation of the 
strategy may be hindered by the limited ability of the managers to comprehend 
and evaluate the impact of the results of the strategy implementation on the 
strategy itself. 

7.3.	 Guidelines for implementing strategies, assigning tasks 		
	 and communication

When implementing the strategy, it is important to define and adjust 
clear guidelines for those implementing the strategy. Typically, this process 
of task preparation and communication involves what must be done, at what 
time and with what resources. Task preparation and communication is an 
important problem of strategy implementation and concerns the following 
questions: 

•	 Who created the strategy now implemented?
•	 Who is implementing the strategy? 
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•	 What tasks will they have to carry out? 
•	 How should the tasks be considered in a rapidly changing 

environment? 
•	 How will information be provided and the implementation process 

coordinated? 
It is not only those who implement the strategy that are important, but 

also the ones who created it. If it is held that the strategy must be created by 
the management, many staff members playing a crucial role in implementing 
the strategy is barely participating in the creation of the strategy or fall outside 
of this process. Thus, the implementation of the strategy is fundamentally 
different in an organisation that develop its strategy on the basis of wide 
discussions, negotiations and concessions. In that case, managers know in 
advance that they will be responsible for the implementation of the discussed 
strategic decisions. Less knowledgeable and less committed to the strategy 
will be the managers not involved in the creation of the strategy. The answers 
to the first question will define the specifics of the process of implementing 
the strategy.

Tasks for the people responsible for the implementation of the strategy 
are prepared by detailing the common strategic goals and decisions. The 
common goal or decision of an organisation is interpreted in line with the 
specific goals and decisions for each activity area: marketing, production, HR, 
finance, research and design. The operational goals and decisions should in 
their entirety ensure the implementation of the organisation’s strategic goal. 
That is not an easy task and may require several iterations of analysis and 
decision negotiations to reach an acceptable result. The iterative process of 
analysis and decision negotiation is simplified if it is possible to distinguish 
formal dependency (in the form of functions or equations) between the 
common strategic goal of the organisation and the operational goals detailing 
it. In that case, it may be possible to ground on calculations the relations 
of the common strategic goal of the organisation and the operational goals 
detailing it. However, in reality the methods of quantitative analysis have to 
be reinforced with intuitive decision-making models. 

In subsequent stages, the operational goals and decisions are further 
detailed and specified in special plans that record the tasks for implementers, 
time limits for implementation and resources needed to implement the tasks. 
Alongside with the final tasks, interim tasks are also determined to control 
the execution of the strategy implementation tasks. Thus, task preparation 
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and communication in the process of strategy implementation is tied to 
planning. Logically, planning is the basis for strategy implementation, as 
the opportunity to choose the implementers, create the structure for the 
distribution of tasks and functions, motivate and manage the implementers, 
ensure communication among implementers, evaluate the quality of their 
work arises only after preparing the plan.

7.4.	 Resource allocation 

When preparing the strategy implementation tasks and communicating, 
it is imperative to understand how the tasks may be perceived in a rapidly 
changing environment. To ensure that the strategy of the organisation is 
implemented correctly, it is imperative to distribute the limited resources 
of the organisation. When it comes to resource distribution, two moments 
should always be considered: distributed objects and directions of 
distribution. Because of the main part in preparing ant implementing the 
distribution of resources, the subject is also very important. 

While discussing the strategic analysis of the potential of organisational 
resources, we distinguished three main components: human resources, 
financial resources, operational resources. When speaking of resource 
distribution in the strategy implementation phase, human, financial and 
operational resources are also included. A simpler expression may be used: 
human, financial and material resource distribution. Although, from the 
strategic perspective, not all distributions of the component parts of the 
resource potential are equally important. Of course, the most important is 
the distribution of financial resources. Strategic decisions on the distribution 
of human and material resources arise only in certain cases of strategy 
implementation. 

In the past (traditionally), institutions distributed resources for 
organisational units on the basis of the so-called linear elements.63 In the 
system of linear elements, information was provided by merely listing the 
sources of income and categories of expenses, which were called “item 
accounts”. They were meant for the expenses for salaries, telecommunication 
expenses, business trips, etc. No efforts were made to tie expenses to specific 
programmes; they were tied with certain organisational units instead. 

63	 Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions (lt. Viešojo sek-
toriaus institucijų strateginis valdymas). MRU, p. 228.
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One of the reasons why strategic planning cannot markedly influence 
the activities of the institution is because the budget process continues 
to rely on the incremental growth principle. It must be noted that this 
adherence to incremental growth is not only a precaution but also the result 
of “the long struggle for position” of various competing interests. The budget 
drafting processes used usually give the impression of an internal feud for 
resources. Public and hidden disputes among resource managers have a long 
history. This lessens the role of strategic planning when drafting budgets of 
institutions. When the budget is drafted on the basis of incremental growth, 
the heads of the institutions know that they will be doing more or less the 
same things they did last year with only minor changes taking place. 

7.5. Monitoring and control 

Monitoring is defined in various ways. Usually monitoring is understood 
as an essential management element of activity supervision. It is defined as 
the system for monitoring and organisations, activities, functioning oriented 
towards trends of activities, guidelines, services, programmes and is used to 
determine tasks, progress of goal achievement, helps evaluate quality, improve 
activities; as the regular and consistent measurement of the functioning of 
the system of activities, continuous feedback to determine the goals, etc. 64

The implementation of the strategy has to be monitored (supervised) 
by periodically reporting the factual results of the implementation and the 
changes in the environment. Such monitoring of the strategy implementation 
in an organisation is ensured by monitoring procedures. When carrying out 
monitoring, the collected information allows controlling the implementation 
of the organisation’s strategy. The procedures for strategy implementation 
control include the comparison of factual results with the goals and decisions 
of the strategy, determining deviations from the selected strategic direction 
and the internal and external factors causing such deviations. The control 
data is used to make timely decisions to deal with the consequences of the 
observed deviations. If the internal and external situation of an organisation 
unveiled by the monitoring and control procedures so requires, the entire 
strategy of the organisation can be adjusted or even substantially amended. 

64	 Segalovienė, I., Šnapštienė, R. Public Administration Monitoring and Evaluation System 
in Performance Oriented Management (lt. Viešojo administravimo stebėsenos ir vertinimo 
sistema į rezultatus orientuotame valdyme). New Public Management. Textbook. Kaunas 
University of Technology. Kaunas, 2007, p. 168.
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Monitoring and control is closely connected and tied to each other. That 
is why the aforementioned definitions are separated for the benefit of learning 
rather than simplifying practical applications. Thus, the information obtained 
from the monitoring and control procedures of strategy implementation can 
be used to: 

•	 evaluate the use of resources in the implementation of the strategy; 
•	 highlight factual deviations of strategic development from the 

approved strategy;
•	 evaluate the results of individual managers or other employees 

connected to the tasks of strategy implementation;
•	 monitor the changes in the external environment and highlight 

those that markedly deviate from the provisions and the conditions 
set in the strategy; 

•	 ensure feedback, which would in turn guarantee timely distribution 
of resources, adjustments of the strategy. 

The importance of monitoring and control increases after moving from 
isolated strategic decisions to the implementation of common, uniform 
strategic management functions. The creation of the strategy itself depends 
on the methods and ways the organisation uses to gather, process and 
interpret information. Large organisations spend considerable resources 
for monitoring and control. They have special departments with a function 
to monitor competitors, clients, market prices and other strategic aspects. 
Even small companies become more and more aware of the need for this 
sort of information, although they cannot maintain monitoring and control 
procedures on the same level. 

Strategic control is quite different from financial control, as it contains 
more aspects (not only financial) and requires much wider information, 
which is collected by formal and informal methods. Finally, strategic and 
financial control has different goals. Financial control in itself is mostly 
concerned with short-term objectives and goals, while strategic control is 
tied with long-term goals and requires in-depth research, discussions and 
evaluations. Recently, it is increasingly emphasised that it may be prudent to 
delegate the strategic and financial control function to different departments, 
but in most of the countries mentioned above these functions are carried out 
by the department itself. 
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There are no clear rules and methods on how to create an effective 
system of strategy implementation. The choice of such a system depends 
on the specificity of strategic management in institutions. However, several 
aspects must be taken into account while creating an effective system of 
strategic management control: 

•	 contracting on the main problems, indications and success factors. 
Control of many elements makes information too cumbersome;

•	 structuring information gathered through control according to the 
structural levels of the institution and the hierarchy of strategies;

•	 complementing quantitative information with qualitative 
information;

•	 searching for alternatives to simplify the system of strategic control. 
A too broad and thorough system of strategic control can hinder 
deeper strategic analysis;

•	 evaluating the possibilities of the created (or updated) strategic 
control. 

When creating a system of strategic control, it is important to 
experiment. During experiments we can know whether the system of 
strategic control ensures the necessary information and feedback on the 
benefits and problems of the system. When developing systems of strategic 
control, audit recommendations are widely used. 

7.6.	 Performance measurement 

Performance measurement is a method to check if an action is giving 
the expected results and provide evidence-based recommendations on how 
to better implement the goals or review them if necessary. 

Budget programmes are separated into measurement areas by using 
the PART model.65 The model is based on determining the criteria for 
programme activity measurement and using them to evaluate budget 
programmes. Analytical questions form the basis of PART. 

Strategic planning. This part of the analysis is focused on programme 
planning, determining priorities and resources. The planning of the tasks 
of the programme is evaluated. Programme documents, strategic plans, 

65	 Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions (lt. Viešojo sek-
toriaus institucijų strateginis valdymas). MRU, p. 288
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institutional operational plans and reports, evaluation plans are used to 
answer many questions. 

Programme management. It includes financial supervision, 
evaluation of the programme adjustments, collection of operational data 
and accountability for programme implementation. Financial documents, 
reports of the highest level audit institutions, operational plans, budget 
implementation data, reports from independent evaluators are used as 
potential data sources. 

Programme results. This part of the analysis shows whether the 
programme has reached its long-term or yearly goals. The goal is to evaluate 
whether the programme is connected with similar programmes. The 
following potential sources of data and evidence are used: annual activity 
reports, evaluations, reports of the highest level audit institutions, reports of 
other institutions. The latest information on activities and all the related data 
forms the basis for programme performance measurement. 

Audit institutions of different countries use their standards to perform 
programme evaluations. In some countries, programmes are evaluated as a 
separate part of audits performed by the highest level audit institution (e.g. 
the highest level audit institution of the USA). In certain cases programme 
evaluations (value for money) are performed as part of financial audits (e.g. 
Mauritanian National Audit Institution). In other countries, programme 
evaluations are carried out by awarding the highest level audit institution a 
separate mandate to perform programme evaluations. 

Audit standards also in part include evaluation, however, this is not 
enough. Evaluation emphasises other aspects than activity audits, although 
these processes have certain methodological similarities. 

According to the definition of programme evaluation given by INTOSAI, 
evaluation is defined in the form of separate, systematic studies performed to 
evaluate the activities of the programme. 66

At the time of programme evaluation, the factors for success or failure 
are determined to improve programme implementation in the future. 
Evaluations are important not only for programme donors, financial 
administration institutions and opposing officials, but also for the society, 
which is interested in the transparency of distribution of budget funds. 

66	 INTOSAI Evaluation Group: draft report. August 2003.
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Evaluation can answer the question of programme continuity, review, 
expansion, reduction and finalisation. 

It is no coincidence that, on the initiative of the European Commission, 
evaluation is considered as an element of management improvement. 
Systemic evaluations are carried out for all EU programmes without any 
exceptions. 

Depending on the goals of the evaluations, various programme evaluation 
types may be applied. Firstly, the goals of the evaluation must be set if the 
goal is to improve management of the programme (formative evaluations), 
possible management and implementation methods are studied. If interest 
groups coming from an environment directly unrelated to the management 
of the programme are interested in programme performance, the so-called 
summative evaluations are carried out. 

According to the time of execution, evaluations can be ex ante evaluations 
(advance), intermediate evaluations, and final ex post evaluations. 

According to the type of evaluations, the same as audits, they can be 
either internal or external. 

There is also a possibility for partial evaluation of programmes. It is a 
goals free evaluation. This evaluation begins from the mostly affected impact 
group. The goal of the evaluation is to separate the effect of the programme 
and compare it to the actual impact of the programme.

When evaluating a programme, the important aspect is the design of the 
programme, its separate elements and their interactions. Each programme 
includes its goals, their implementation tasks, inputs, implementation 
process, result of the programme and impact. The above-mentioned elements 
of the programme entail requirements that should be taken into account 
when developing a programme as well as while evaluating them. 

The achievement of the goals is evaluated according to certain criteria. 
For evaluating outputs, result indicators are used. When evaluating the 
impact of the programme, various methodologies and questionnaires are 
applied. 
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Self-check tasks:
1.  What are the aims of a system of strategic control and what is its purpose?
2.  How is the process of implementing a strategy monitored and controlled?
3.  Why do we need to set tasks for employees in organisations and why is 

communication important?
4.  Why is the success of a strategy dependent on sound allocation of resour

ces? How do you allocate resources correctly?
5.  What allows organisations to measure the actual results of a strategy being 

implemented and the changes happening in the environment?

Required reading

1.		  Arimavičiūtė, M. 2005. Strategic Management of Public Sector Institutions. 
(lt. Viešojo sektoriaus institucijų strateginis valdymas). Mykolas Romeris 
University. Vilnius.

2.		  Resolutions of the Government of the Republic of Lithuania (No. 827; 
2002.06.06.) approving the Strategic Planning Methodology (lt. Dėl 
strateginio planavimo metodikos patvirtinimo). 

3.		  Resolutions of the Government of the Republic of Lithuania. (No. 276; 
2003.02.26) approving and implementing the Methodology for Evaluating 
the Impact of Projected Decisions (lt. “Dėl sprendimų projektų poveikio 
vertinimo metodikos patvirtinimo ir įgyvendinimo”)

4.		  Puškorius, S. Operational Audit (lt. Veiklos auditas). Monograph. Vilnius: 
Publishing Centre of the Lithuanian Law University, 2004.

5.		  Vasiliauskas, A. 2002. Strategic Management (lt. Strateginis valdymas). 
Encyclopaedia. Vilnius.

Recommended reading

1.		  INTOSAI Evaluation Group: Draft Report. 2003.
2.		  Jackson, P.M. The Management of Performance in the Public Sector, 

Public Money and Management, 8 (4): 11-16, 1988.
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3.		  Koteen, J. Strategic Management in Public and Nonprofit Organizations. – 
New York: Praeger Publishers, 1991.

4.		  Meidūnas, V., Puzinauskas, P. Finance (lt. Finansai). – Vilnius: Legal 
Information Centre, 2003.

5. 		  Neverauskas, B., Rastenis, J. Basics of Management (lt. Vadybos pagrindai). 
Kaunas: Technology, 2000.
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8.	 Strategic planning methodology  
	 in the Lithuanian 	public sector

THE TOPIC WILL PROVIDE KNOWLEDGE AND DEVELOP 
SKILLS THAT WILL ALLOW:

	 understanding the legal aspects of strategic planning;
	 evaluating the advantages and flaws of strategic management / 

planning;
	 describing the models and theories of strategic change;
	 understanding the reasons that cause resistance against 

changes;
	 analysing the tactics for implementing strategic changes.

8.1. Legal aspects of strategic planning

Often the function and activities of public sector institutions are 
regulated to ensure that heads of institutions understand what and how 
things were done, what still needs to be done and how, to justify the input 
of the institution into the social and economic development of the nation.67 

Legal framework governing strategic planning of an institution and 
principles of strategic planning at institutions68:

1 – Principle of the priority of national development;

67	 Bivainis, J., Tunčikienė, Ž. Strategic Planning in Public Sector Institutions (lt. Viešojo 
sektoriaus institucijų strateginis planavimas). Monograph. Vilnius Gediminas Technical 
University. – Vilnius: Technika, 2009, p. 21-28. 

68	 Bivainis, J., Tunčikienė, Ž. Strategic Planning in Public Sector Institutions (lt. Viešojo 
sektoriaus institucijų strateginis planavimas). Monograph. Vilnius Gediminas Technical 
University. – Vilnius “Technika”, 2009, p. 27. // 7 February 2007 “Resolution of the 
Government of the Republic of Lithuania No 194 amending Resolution approving the 
Strategic Planning Methodology (lt. „Dėl strateginio planavimo metodikos patvirtinimo 
“pakeitimo“). Official Gazette, 2007 No 23-879 
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2 – Principle of the market as a regulator of the development of an 
institution;

3	– Principle of justification of strategic planning decisions; 
4	– Principle of variety of strategic planning decisions; 
5	– Principle of complexity of strategic planning decisions; 
6	– Principle of adequacy of strategic planning decisions towards the 

changes in the environment;
7	– Principle of accountability and responsibility of employees of 

the institution preparing, adopting and implementing strategic 
planning decisions;

8	– Principle of transparency and publicity of strategic planning de
cisions; 

9 – Principle of orienting strategic planning decisions towards total 
compatibility with public interests. 

The following legal acts govern strategic planning in the Lithuanian 
public sector institutions: 

1. The Constitution of the Republic of Lithuania: it sets forth the 
common strategic planning aspects of public sector institutions – Chapters 
VII, X, XI and XII describe the governance of the state and in turn the 
governance of its constituent parts – institutions.

2. The Law on the Government details the above-mentioned 
Constitutional provisions on the rule of the Government and the institutions 
subordinate to it – Chapter VI, Article 22(2), Articles 23(1) and 23(2). 

3. According to the needs and goals set and taking other factors into 
account, the activities of institutions must be planned according to principles 
set forth in the Government Programme. 

4. The Law on the Budget Structure sets forth the creation of state and 
municipality budgets and their execution according to the programming 
principle. This legal act requires institutions to justify the reception of budget 
funds and their effective distribution and rational use.

5. Methodology for Evaluating the Impact of Draft Decisions sets 
forth a provision to prepare and adopt the best strategic planning decisions, 
establishes the principles of justification and complexity of strategic planning 
decisions. The methodology requires institutions to holistically analyse 
and evaluate strategic planning decision alternatives, and choose the best 
alternative, taking into account the results of the impact analysis of various 
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aspects of alternatives (impact on the respective area, economy, state budget, 
social environment, etc.). 

6. The Law on Local Governance and The Law on Public Administration 
describe the ways to include the society in the planning of institutional 
activities. 

The Law on Public Administration defines continuous activities of 
public administration entities, taking their strategic operational plan into 
account, commits institutions to negotiate “decisions of administrative 
regulations concerning general legitimate interests of the society and highly 
relevant to a large part of the population, institutions must consolidate with 
organisations representing the interests of the public in the given area, and 
in cases set forth in laws” – also with citizens. 

The Law on Local Governance also establishes the possibility to 
implement the principle of orienting decisions towards total compatibility 
with public interests, committing municipal institutions to initiate the 
inclusion of all entities concerned with its activities into preparation and 
adoption of draft decision. 

7. All principles of institutional strategic planning approved by one 
or another legal act or their individual provisions are compiled in the 
Strategic Planning Methodology. That is the main legal act in the area under 
consideration. 

8.2.	 Developments determined by the strategic planning 		
	 methodology

“After the restoration of independence in Lithuania a decision was taken 
to remove the antecedent planning principles. No common methodological 
guidelines existed for planning activities, so that each institution planned 
its activities individually. For a long time, the activities of institutions were 
more oriented towards the process rather than the results, which was widely 
practiced in some countries of the European Union and the world. After 
Lithuania officially announced its wish to integrate into the European and 
Euro-Atlantic structures, the planning methods characteristic to those 
structures (e.g. NATO, EU) were started to apply. The increasing volume of 
activities, commitments and limited financial resources forced the nation 
to review its principles of activity and resource planning. It was decided to 
form the budget on the basis of programmes, thus from 1998 onwards all 
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institutions wishing to obtain funds from the state budget had to prepare 
programmes and estimates for the implementation and the costs of the 
programme.” 69

Aiming for more effective management of the state financial resources in 
Lithuania, the Seimas adopted a resolution on the conception of the structure 
of the budget and initiated the reform of the structure of the budget. 70

The Lithuanian-Canadian public administration reform project was 
launched in 1998 in order to introduce strategic planning at the level of the 
Government.

The Government of Lithuania approved the Strategic Planning 
Methodology in 2000, by improving it subsequently in 2006, 2008, and 
2010. The possibility to improve it in the future is plausible. Reviewing the 
experiences of other nations, it seems natural that the implementation of 
strategic planning is influenced by changing conditions. For example, in 
2002 the methodologies of the Canadian province of Ontario71, USA’s Texas72 
and Delaware73 were revised. 

Other East and Central European countries, such as Romania, Bulgaria, 
Macedonia, Bosnia and Herzegovina are also using the experiences of 
Lithuania in the area of strategic planning to introduce similar reforms in 
their public administration institutions. 74

8.3.	 The main stages of the process for creating strategic  
	 operational plans and their implementation 

Preparation and implementation of strategic plans in institutions entails 
the following stages: 

69	 Introducing strategic planning in Lithuanian Public Administration Institutions – web-
site of the Government of the Republic of Lithuania (lt. Strateginio planavimo diegimas 
Lietuvos viešojo administravimo institucijose) http://old.lrv.lt/main.php?cat=303 [re-
trieved on 2009-08-01]

70	 Resolution of the Seimas of Lithuania of 1998-10-22 On the Conception of the Structure of 
the Budget of the Republic of Lithuania” (lt. „Del Lietuvos Respublikos biudžeto sandaros 
koncepcijos“).

71	 Business Planning Guidelines 2002–2003. Toronto, Management Board Secretariat, 2001.
72	 Instructions for Preparing and Submitting Agency Strategic Plans for Fiscal Years 2003–

2007. State of Texas, Governor’s Office of Budget and Planning, 2002.
73	 The State of Delaware Strategic Planning Guidelines. State of Delaware, Office of the 

Budget, 2002.
74	 See ibid.
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•	 Environment, resources and SWOT analysis;
•	 Determining the mission;
•	 Determining strategic goals;
•	 Determining programmes of the institution;
•	 Evaluating the implementation of the programmes of the institution;
•	 Determining the system of monitoring and accountability for 

results.
An environmental and resource analysis is necessary for the later 

planning stages. When developing and adjusting the mission of the 
institution for the first time, the resource and environment analysis shows 
whether achieving the mission is realistic. If the conditions change, it is 
recommended to adjust the mission. In view of the results of the analysis, 
it may be prudent to amend or discontinue ineffective programmes or 
measures of the institution. When planning the programme results for the 
next year, the analysis of the environment helps evaluating the factors that 
may have an impact when working towards the goals set. This helps adjust 
the planned results of the institution and correctly choose measures to 
achieve these results. 

The mission of the institution describes the purpose of the institution, 
its obligations, the most important goal, sphere of competence, reasons for 
its functioning and whether it is different from other governing institutions. 
When determining the mission, the current and future goals and tasks are 
taken into account. The institution’s mission is the most stable obligation of 
the institution, compared to its strategic goals and tasks. The mission of the 
institution is adjusted should the conditions influencing the content of the 
mission change.

Strategic goals are set forth to achieve the mission of the institution. 
Strategic goals of the institution are accommodated to the strategic goals of the 
sector of economy, the Government programme, other strategic planning and 
programming documents. Having determined (adjusted) its strategic goals, 
an institution evaluates the suitability of the ongoing or future programmes, 
plans the results to be achieved by each programme in a certain period of 
time. After determining (adjusting) its strategic goals, an institution works to 
formulate the criteria designed to evaluate implementation (effect criteria). 

Programmes are prepared to achieve strategic goals. They are 
prepared and supervised by programme coordinators (or managers of the 
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structural departments of the institution) or other persons responsible for 
programme delegated by the head of the institution (or a person delegated 
by the head), who would regularly organise programme evaluations 
(evaluate the expediency of the programme and its measures, taking the 
changing conditions and factors that have or may have an impact on the 
implementation of the programme or the achievement of their goals into 
account). Where necessary, an institution can invoke independent experts 
or institutions responsible for the planning and implementation of separate 
measures. After reviewing the results of programme evaluations as well as 
the recommendations of the internal and external audits, the appropriation 
manager decides whether it is prudent to continue current programmes or is 
there a need for new ones. 

Programme implementation starts after the Seimas approves the state 
budget and the Government approves the state budget allocation distributions 
according to the programmes. Their monitoring starts in parallel. 

Monitoring continues during the entire process and at all levels:
1. Heads of institutions monitor and control how institutions implement 

strategic operational plans. Programme coordinators (or managers of 
structural departments of the institution) or other persons responsible 
for the implementation of programme control the implementation of 
programmes and report to the heads of institutions keeping in line with the 
time limits they set, providing programme implementation reports in the 
approved form. Heads of institutions must create internal control procedures 
that would ensure the achievement of strategic goals and implementation of 
programmes; 

2. The Ministry of Finance monitors and analyses whether appropriation 
managers properly plan and use the funds from the state budget;

3. The Government monitors and evaluates whether the institutions aim 
for strategic goals and the implementation of fiscal indicators; 

4. The Seimas is able to monitor and evaluate how the Government 
implements the state budget and how it aims for the set objectives; 

5. The society can monitor and evaluate whether the government elected 
by them holds up their obligations, whether the services supplied are of good 
quality. 

The implementation of inter-institutional programmes must also 
be reported. Participating institutions must report to the coordinating 
institutions on the deadlines and provide reports in the approved form. 
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8.4.	 Problems institutions face in the field  
	 of strategic planning

After analysing legislation regulating strategic planning, it is clear that 
while they contain the principles for institutional strategic planning and 
explain their essence, no models or methods for their implementation are 
provided. In substance, this requires improving the preparation and adoption 
of strategic planning decisions. 

It is purposeful to improve the preparation and approval of strategic 
planning decisions with respect to each element of institutional strategic 
planning. Considering that preparation of programmes is one of the most 
important elements of institutional strategic planning (the preparation and 
adoption of institutional programmes is one of the most important factors 
to prepare and justify the solutions to the problems in operations of the 
institution, with the help of it an institution will achieve its strategic goals 
and priorities) it is appropriate to improve it. 75

Bivainis and Tunčikienė76 state that it is appropriate to further detail the 
improvement of institutional strategic planning in the following directions: 

1. Improving the determination of the programme objectives.
2. Improving the development of programme tasks. 
3. Improving the creation of measures to implement the tasks of the 

programme. 
4. Improving the determination of the evaluation criteria for the goals, 

tasks and measures of the programme and adjusting the criteria.
1. Improving the determination of the programme objectives. “When 

determining the goals of programmes drafted by public sector institutions, a 
base is developed to determine the tasks of the programme and discern the 
measures to implement these tasks, which would be in accordance with the 
institutional strategic goals and priorities, its mission and, in turn, national 
development objectives and priorities. Improving the implementation 
possibilities of the programme relies on the suitability of the goals of the 
programme towards the orientation of the institution, and, in turn, the 

75	 Bivainis, J., Tunčikienė, Ž. Strategic Planning in Public Sector Institutions (lt. Viešojo 
sektoriaus institucijų strateginis planavimas). Monograph. Vilnius Gediminas Technical 
University. Vilnius: Technika, 2009, p. 35.

76	 Bivainis, J., Tunčikienė, Ž. Strategic Planning in Public Sector Institutions (lt. Viešojo sekto-
riaus institucijų strateginis planavimas). Public Administration. Vilnius, 2004. – pp. 64-78.
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nation and the activity potential of an institution, and that is why better 
determination of the programme objective should be focused on encouraging 
goal analysis and evaluation, in other words, increasing the possibilities to 
determine the goals of the institutional programme as compatible as possible 
with the above-mentioned aspects.”77

2. Improving the development of programme tasks. “The development of 
programme goals in a public sector institution is one of the most important 
factors to analyse and evaluate the development potential of the activities 
of the institution and potential applications of said potential, seeking to 
implement the strategic goals of the institutions, taking in to account the 
determined priorities (it is meant that, when determining the goals of the 
programme the possibilities for alternative implementations of the goals are 
uncovered, analysed, then alternatives are evaluated and the most appropriate 
one is chosen). When determining tasks of institutional programmes 
the emphasis is on uncovering and using the activity potential and its 
possibilities of the institution to achieve the objectives of the programme. 
Respectively the improvement of the programme task development should 
be focused on the determining alternatives to use the activity potential of the 
institution, analysis and evaluation of such alternatives, taking into account 
the activity potential and the possible uses of such potential seeking the goals 
of the programme is very important in respect to the effectiveness of the 
programme. The purpose of the programme tasks of the institution – to find 
solutions to use the activity potential to implement the goals and priorities 
of the institution – determines the necessity to compare the analysis and 
evaluations of the tasks of the programme and the tasks themselves.”78

3. Improving the creation of measures to implement the tasks of the 
programme. “The development and adoption of measures to implement the 
tasks of the public sector institution programmes is dependent on the choice 
of the most suitable method for each of the programme tasks. Respectively, 
the improvement of the adoption and development of the programme 
measures should encourage the selection of methods most compatible with 
the goals of the programme and in turn ensure rational distribution and use 
of the institutional resources to achieve the tasks of the programme.“79

77	 Bivainis, J., Tunčikienė, Ž. Strategic Planning in Public Sector Institutions (lt. Viešojo 
sektoriaus institucijų strateginis planavimas). Monograph. Vilnius Gediminas Technical 
University. Vilnius: Technika, 2009, p. 35-36.

78	 See ibid., p. 36.
79	 See ibid.
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4. Improving the determination of the evaluation criteria for the goals, 
tasks and measures of the programme and adjusting the criteria.” Better 
setting of the goals of a public sector institution’s programme, development 
of their implementation tasks and measures to achieve those tasks should 
be focused on encouraging the use of the results of expediency, effectiveness 
and applicability analysis and evaluation of the programme goals, tasks and 
measures. To analyse the expediency, effectiveness and applicability of the 
listed programme elements, evaluation criteria and combinations of such 
criteria should be developed for the programme goals, tasks, and measures.”80

The analysis of a public sector institution’s programme and the 
evaluation criteria should be created to provide a basis for the strategic goals 
and priorities, the mission of the institution, justify the compatibility of the 
goals with the institution’s strategic objectives and priorities, the mission of 
the institution, justify the expected benefits of the programme components, 
the necessary inputs, etc.

8.5.	 Critique of the strategic planning methodology  
	 and the processes applied 

After performing a programme budget audit in 2007, the National 
Audit Office noted that “after the introduction of strategic planning, the 
financing of state institutions and their activities became clearer, the 
three year state budget indicator estimates is, however, unsustainable. The 
relationship between the priorities long-term development strategy, the 
priorities established by the Government and the goals of the state institution 
programmes should be improved, the monitoring of their implementation 
also needs improvement.”81

The following deficiencies of the strategic planning system are cited 
most often: 82

1. Unclear hierarchy and approval procedures of strategic planning 
documents;

80	 See ibid.
81	 National Audit Report on the Programme Budget System (lt. Valstybinio audito ataskaita 

programinio biudžeto sistemai) Nr. VA-60-1P-1. National Audit Office of the Republic of 
Lithuania - http://www.vkontrole.lt/audito_ataskaitu_paieska1.php

82	 Guidelines for imporving the strategic planning system (lt. Strateginio planavimo sistemos 
tobulinimo gairės). Strategic Coordination Department of the Office of the Prime Minister 
of the Republic of Lithuania. Vilnius, 2010 m.
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2. Large number of strategic documents and their level of detail; 
3. The Government programme has no clear connections to the most 

important strategic planning documents; 
4. Failure to cover the criteria for the status of the state appropriations 

manager; 
5. The budget planning cycle is not result-oriented; 
6. No unified system for monitoring results and accountability for 

results. 
Now the aim is to take the following principles as a basis to improve the 

strategic planning system: 83

1.	 Horizontal planning.
2.	 Inter-compatibility and integrality. 
3.	 Right and responsibility delegation.
4.	 Management oriented towards the final result.
5.	 Implementing effective political provisions. 
6.	 Reduction of the administrative burden. 
The following directions are suggested to improve the strategic planning 

system:84

Simplify the system of strategic planning documents.
1.	 Implement the Government programme through an integrated 

strategic planning system. 
2.	 Determine the procedures for reviewing and renewing strategic 

planning documents. 
3.	 Decrease the number of effective mid-term strategic documents 

(from 250 documents to (around) 20-30 documents). 
4.	 Do not include the implementation programmes and/or plans for 

measures and fund requirements in the mid-term documents. 
5.	 Decrease the number of appropriations managers. 
6.	 Improve the result-oriented budget planning cycle. 
7.	 Create a common system for monitoring the results of activities and 

accounting for results. 
8.	 Create a system for encouraging better performance. 

83	 See ibid.
84	 See ibid. 
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Without taking into consideration the strategic planning methodology 
to be improved, the auditors of the National Audit Office who have 
performed the operational audit of public administration state that “public 
administration in Lithuania is still unbalanced, the functions of ministries, 
district chiefs and municipalities are not distributed accordingly, they are 
uncoordinated and duplicate each other”85

As stated by Nakrošis86, “despite the introduction of strategic planning, 
the most important decisions in Lithuania are made in a non-formal way 
and that is why actual practice deviates from the formal procedures. There 
are also cases of moves being made to remove the heads of institutions for 
political reasons, citing the results of the institution. Because of the non-
formal and political decision-making it is natural that heads of institutions 
sometimes focus more attention on non-formal political relations and non-
formal activity planning, implementation and monitoring.” 

Self-check tasks:

1.	What principles of institutional strategic planning are laid down by 
legislation regulating institutional strategic planning?

2.	Outline the most important document regulating the strategic 
planning procedures of institutions. Provide details.

3.	Give examples of the advantages and disadvantages of the strategic 
planning methodology. Provide actual examples.

4.	What are the main stages of the process of creating strategic operational 
plans and their implementation?

5.	What is the main direction for institutions to focus their efforts to 
improve institutional strategic planning?

6.	Comment on the opinions and recommendations given by Bivainis 
and Tunčikienė.

7.	Provide you own opinion on the planning methodology and the pros 
and cons of implementing strategy planning.

85	 2009-06-15 Press release of the National Audit Office of the Republic of Lithuania (lt. 
Lietuvos Respublikos Valstybės kontrolės spaudos pranešimas) - http://www.vkontrole.lt/
naujienos_pranesimas.php?1262 [retrieved on 2009-07-07]

86	 Nakrošis, V. 2008. Strategic Management in Lithuania: Do we have a government of results? 
(lt. Strateginis valdymas Lietuvoje: ar turime rezultatų vyriausybę?). VU, Vilnius. 

http://www.vkontrole.lt/naujienos_pranesimas.php?1262
http://www.vkontrole.lt/naujienos_pranesimas.php?1262
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