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Developing a Strategic Assessment

Purpose

1.  The purpose of the Strategic Assessment is to allow internal and external stakeholders
to consider the merits of a proposed investment and determine if it warrants further
investigation. The Strategic Assessment is intended to provide stakeholders with a
high degree of confidence that the investment they are considering is in response to a
true service need and that this response aligns with Government’s key strategic
priorities.

2.  The Strategic Assessment can be developed for either projects or programmes,
although the focus for each is slightly different. While a Project Strategic Assessment
may scope indicative solutions for further analysis, a Programme Strategic Assessment
will only focus on key strategic responses to problems or business needs. Further
examples of the differences are included throughout this booklet.

3.  The key questions that are answered as part of the Strategic Assessment are:

¢ What is the problem or business need that is causing us to consider a new
investment?

¢ What benefits will the organisation expect in successfully responding to the problem
or business need?

e What strategic responses will best address the identified problem or business need?
e How are these strategic responses aligned with Government and agency policy?

4.  The Strategic Assessment builds on the information developed as part of the
Investment Logic Mapping (ILM) approach, a series of workshops led by an ILM
facilitator.

5.  The State Services Commission (SSC) and the Treasury provide on-going support to
assist State sector agencies to develop and access the ILM capability. The State
Services Commission regularly runs training and overview sessions on the ILM
approach, and helps train accredited facilitators across the Public sector. The SSC is
also directly responsible for the Gateway assurance process, including Independent
Quality Assessment (IQA), and Qualitative Risk Assessment (QRA). *

When to Undertake a Strategic Assessment?

6. A Strategic Assessment is required to be completed for capital proposals that require
either Cabinet or responsible Minister approval in terms of Cabinet Office Circular
CO(10) 2, Capital Asset Management in Departments and Crown Entities:
Expectations, and are either large (over $25 million whole-of-life cost) or high risk
(based on the New Zealand Gateway Risk Profile Assessment (RPA) methodology).

L For further information on ILM facilitators in New Zealand, or further information on IQA and QRA,

contact the SSC at gatewayunit@ssc.govt.nz
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The capital proposal may also be subject to Gateway review?. If so, preparing the
Strategic Assessment will inform the Gate O review. Early engagement is essential with
the SSC Gateway Unit for capital proposals that are likely to require Gateway reviews.

The Strategic Assessment should be completed prior to commencing development of

an Indicative Business Case or Programme Business Case.

8.  While there is no formal requirement for the Strategic Assessment to be presented to
ministers separately as part of the two stage approval process, the ILM is a useful
communication tool for articulating the strategic case to stakeholders.

9.  Contact your Treasury Vote team or monitoring agency for clarification and guidance

on whether or not a Strategic Assessment is required. A summary of the scalability
matrix is included below.

Figure 1: Scalability Matrix based on estimated scale and level of risk of the investment

proposal®
High Risk High Risk
HIGH Small Scale Large Scale
ILM facilitator Independent ILM accredited
Strategic assessment agreed by Joint facilitator
'_g Ministers Strategic assessment agreed by
S Two stage Cabinet approval Joint Ministers
2 Moderate CBA/MCA in detailed Two stage Cabinet approval
g business case Full CBA/MCA with QRA in detailed
@ Assurance: IQA and Gateway business case
g Assurance: |QA and Gateway
<
Q
5
a Low or Medium Risk Low or Medium Risk
4
2 Small Scale Large Scale
>
g = [LM facilitator = |LM facilitator
9 = Strategic assessment not required = Strategic assessment agreed by
8 = Single stage Cabinet approval Joint Ministers
8 = Light CBA/MCA in detailed business = Two stage Cabinet approval (*)
wv case = Moderate CBA/MCA in detailed
% = Assurance: No Gateway business case
-3 = Assurance: No Gateway
Only if Crown funding is required (* Cabinet may agree at stage 1 to
conditionally delegate stage 2 approval to
LOW Joint or Responsible Ministers)
SMALL $25m LARGE
Scale (Whole of Life costs - Smillion)
2

information about the Gateway process.

Refer to the Better Business Cases Overview booklet or http://ssc.govt.nz/gateway for further

Source: Better Business Cases for Capital Proposals Quick Reference Guide, available from

http://www.infrastructure.govt.nz/publications/betterbusinesscases
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Strategic Case — Making the Case for Change

Action 1: The Case for Change

10.

As part of an organisation’s normal planning processes, investment requirements are
identified that are required in order to deliver Government outcomes and policy
objectives. This identification process can occur as a result of strategic policy decisions
by Cabinet, or as part of normal business planning. The Strategic Assessment
provides both the organisation and monitoring agencies certainty that the proposed
investment will help deliver Government’s outcomes.

Identifying Key Stakeholders

11.

12.

Prior to confirming the case for change, key stakeholders for the proposal should be
identified that can assist in developing the investment story. Key stakeholders have a
vested interest in the investment proposal, will provide specialist judgement and
opinions to help confirm the need for investment.

It is important that the right stakeholders are identified to assist in developing the case
for change. Each stakeholder is identified by determining the amount of interest that
they have in the proposal, as well as the amount of influence they have in driving
success of the proposal. An example Boston Square is located below.

Figure 2: Sample Boston Square used for stakeholder management

Group Group
B A
Responsible Minister Monitoring Agencies
Keep Manage
Satisfied Closely
Influence
Group Group
D C
. Staff
Community Customers/End Users
Industry Partners
Keep
Other Government Service Agencies Hap py
Monitor
(Minimum Effort)
L V H
Interest
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13. Without the right stakeholders, the ILM will not deliver a clear understanding of the
service need, nor will it provide clarity on the appropriate strategic responses.

Using the Investment Logic Map (ILM)

14. Developing the investment story to support the Strategic Assessment is conducted by
following the Victoria Department of Treasury and Finance’s (DTF) Investment Logic
Mapping (ILM) approach.

15. An accredited or expert ILM facilitator should be engaged throughout the ILM process.
An accredited facilitator should be utilised for all large and high-risk initiatives. An
expert facilitator can be utilised for smaller and low-risk initiatives. The State Services
Commission and Treasury can assist in identifying an appropriate ILM facilitator.

16. The Strategic Assessment is developed through a series of three two-hour workshops
with stakeholders, including sponsors, business and project managers. These
workshops enable stakeholders to identify the need for a potential investment, and
validate that the potential investment aligns with key agency and Government
outcomes. The three outputs of the workshops are the:

¢ Investment Logic Map (ILM)
e Benefits Management Plan, and

¢ Investment Concept Brief.

Developing the Investment Logic Map (ILM)

17. The ILM provides a clear understanding of why an investment is being considered (the
problem) and some idea as to how the organisation should respond to this issue. It
then becomes one of the key foundation documents for the capital proposal. An
example is included at the end of this booklet.

18. The ILM can help the stakeholder panel clearly define and validate the problem or
business need, and the benefits that potential solutions can be expected to deliver. The
tool can also help to scope indicative strategic responses.

19. The questions that need to be answered when developing the ILM are:

o What is the problem?

¢ What is the best strategic response to the problem?

¢ What benefits does any investment need to deliver?

¢ What are possible strategic responses to the problem?

20. Most time in the first two-hour discussion will be spent identifying, articulating and
prioritising the ‘problems’. The problems are generally written in simple language and
imply both the cause (what is the problem), and the effect (why this is a problem for the
organisation).

21. Once the problems have been agreed and identified, the discussion will then turn to the
strategic interventions that will best respond to the business needs or problems. The
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benefits that the investment must produce in responding to the problems are also
stated, with KPIs for achievement of these benefits detailed as well.

22. Any indicative strategic responses should be sufficiently broad enough that they can be
refined and analysed at later stages. The identification of responses should not limit
viable investment and long-list options. Strategic responses can also result in non-
asset based solutions, such as development of a capability or training.

Developing the Benefits Management Plan

23. Following the completion of an ILM, a second workshop is held to validate and confirm
the benefits identified as part of the ILM. This second workshop focuses on ensuring
that the benefits and KPIs identified as part of the ILM are still valid, and that they
follow SMART principles.

24. A Benefits Management Plan is developed that helps further confirm the benefits
identified in the ILM, assigns key performance indicators (KPIs) to those benefits, and
makes one person (the SRO) accountable for delivering those benefits.

25. The workshop participants validate the most suitable KPIs for each benefit, using
SMART criteria®:

¢ Specific (must be clear and unambiguous)

e Measurable (has an existing baseline; is cost-effective to measure progress).

e Achievable (the goal is neither out of reach nor below standard performance)

e Realistic (must represent a goal toward which the project is willing to work) , and

e Time-bound (grounded within a time-frame).

Developing the Investment Concept Brief

26. Following the development of the ILM and Benefits Management Plan, a final two-hour
workshop is held to develop and refine the Investment Concept Brief. This workshop
reviews information collected as part of the ILM and Benefits Management Plan, and
ensures that the proposal can be effectively summarised. The Investment Concept
Brief also confirms how the proposed investment aligns with key Government and
agency policies.

27. The Investment Concept Brief is a simple one-page summary of the proposed
investment. The document should summarise all information contained in the ILM,
Benefits Management Plan, and also include rough-order costs and timescales
associated with delivery of the proposal.

28. The Investment Concept Brief can function as an executive summary for the Strategic
Assessment. An example is included in the back of this document.

5 Note that the Victorian Strategic Assessment guide refers to MAM rather than SMART. However,
we have assumed that MAM and SMART criteria are largely interchangeable. Refer to
http://www.lifecycleguidance.dtf.vic.gov.au/subsection.php?section_ID=1&subsection_ID=2
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Confirming Strategic Alignment

29. Once the workshops have been completed, the proposal should identify how the
strategic responses identified as part of the ILM process support the achievement of
key Government outcomes and objectives.

30. Considering the problem and the strategic interventions in the context of how they align
with key policy:

e ensures that the focus of the proposal is on big, tractable issues that have
precedence over other issues in the sector

¢ targets significant change for New Zealanders, with measurable results based on
tangible goals, and

¢ broadly identifies any key relationships or interdependencies with other Government
organisations in delivering any proposed solutions.

31. The Strategic Assessment should be broad enough to accommodate changes to
service levels or requirements in later stages, since these may be refined while the
proposal is being developed.
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Annex One: Example Project Investment Logic Map

New Learning Options

Reinvigorating the learning curricula at ABC Polytechnic

INVESTMENT LOGIC MAP

BENEFIT 4

)

Stronger regional
community
50%

KPI 1: Retention of local

PROBLEM
v

Outdated courses
and training are

students

KPI2: Increase in % of
students that rank
courses as ‘excellent’

~————

)

Skilled regional
workforce
35%

causing students
to leave the region
50%

Failure to address
skill shortages in
region is

KPI 1: Reduction in skill
shortages

KPI2: Increase in % of
companies satisfied with
Polytech graduates

~——

)

Sustainable
Polytech operating
model

threatening the
viability of local
industry
35%

Poor quality
accommodation is
limiting the ability

15%
KPI 1: Reduction in
overhead cost per
student enroled

~——

to effectively offer
courses
15%

4

STRATEGIC
INTERVENTIONS

Expand retraining
options for workers
in declining
industries
35%

Provide greater
flexibility in course
structures and
delivery options
30%

Improve access to
courses in
emerging

technologies
20%

Update and
modernise the
Polytech
infrastructure
15%

Tertiary Education Commission

4

Investor: <firstname surname>
Facilitator: <firstname surname>
Initial Workshop: 03/06/2011
Version no: 1.0
Last modified by: <firsthname surname>

ASSETS
CHANGES } NEEDED
Offer additional _ )
distance-learning Online Learning
options Portal
Provide incentives for
businesses to provide New Course
more on-the job Curricula
training
Work with key
employers to assess
skill needs
Develop new class
offerings in
conjunction with local
employers
Develop and re-
design a new New computer
computer and labs
technology lab
Develop a new
. New campus
campus environment P
buildings

for the Polytech

8

Template version: 4.0
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Annex Two: Example Investment Logic Map for
Programmes

Supporting a sustainable and long-term approach to RECOVERY AUTHORITY
recovery in Canterbury

Investor:  <firstname surname>
Facilitator: ~ <firstname surname>
Initial Workshop: ~ <dd/mm/yyyy>
Program Versionno: 1.0
Last modified by: ~ <firstname surname>

PROBLEM STRATEGIC
A o 4 } INTERVENTIONS

INVESTMENT LOGIC MAP

BENEFIT

—® )

Improved economic Develop more flexible
performance in funding arrangements
Canterbury region to support earthquake
20% Inflexible and R
unnecessary red-
- tape will impede
the region’s
recovery from the @
f—@ earthquake ) _
70% Provide expedited and
cross-government
Stronggr ) services in a unified
communities in manner
Canterbury Rapid population 25%
60% shift driven by the
earthquake
threatens the
® viability of many @
( CD communities
) - 30% Target and seek out
Improved liveability investment to best
and safety support the region in
throughout the long-term
Canterbury 30%
20%
-

Template version: 4.0

Better Business Cases for Capital Proposals Toolkit: Strategic Assessment | 9



Annex Three: Sample Investment Concept Brief

Investment Concept Brief
Investment Viability

INVESTMENT NAME Reinvigorating the learning curricula at ABC Polytechnic

DEPARTMENT Tertiary Education Commission

POLICY Securing Jobs for the Region

ALIGNMENT Making the Region the best place to live, work and invest

CONTEXT ABC region polytechnics are unable to provide current and relevant education to local students as a

result of deteriorating infrastructure. This is causing a decline in the local economy and employment
as businesses are forced to move out of the region in search of qualified staff.

BENEFITS Refer to the Investment Logic Map and Benefit Map for information on proposed benefits and KPIs

DIS-BENEFITS Growth in local student population will increase competition and costs for rental accommodation.

RISKS What are the primary risks to the success of this investment? Criticality  Likelihood

H: High Difficulty recruiting teachers with skills and appropriate qualifications H M

M: Medium Current broadband capability will not support cost-effective delivery of H M
online courses

L: Low Business leaving area before the new courses are in place H H

CRITICAL What external conditions are critical to the need for this investment?

DEPENDENCIES Continued Government support for Skills Reform policy endorsing demand driven funding
Continued government commitment to addressing skill shortages in ABC region

SENIOR Bridget Smith <Signature> <Date>
RESPONSIBLE
OWNER
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Annex Four: Sample Benefits Management Plan

Benefit Management Plan
Benefit Map

New Learning Options

Tertiary Education Commission

STRATEGIC

INTERVENTIONS

Improve access to
emerging
technologies
20%

Provide greater
flexibility in course
structures and
delivery options
30%

Expand retraining
options for workers
in declining
industries
35%

Update and
modernise the
Polytech
infrastructure
15%

INVESTMENT
BENEFIT p o
h o 4 Increase in % of

companies satisfied
/ with Polytech
. . graduates
Skilled regional
workforce
0
35% . Reduction in skill
shortages

Stronger reglonal Retention of local
community students
50%

\ Increase in % of
students that rank

courses as ‘excellent’

Sustainable
Polytech

Reduction in
overhead cost per
student enroled

operating model
15%

Investor:
Facilitator:

Initial Workshop:
Version no:

Last modified by:

MEASURE

Survey of companies
in region

% of unfilled
vacancies in target
skill areas

Student contact hours
from designated
catchment area

Annual student
satisfaction survey

Operating cost per
student contact hour

<firstname> <surname>
<firstname> <surname>
<date>

<version>

<firstname> <surname>

TARGET

85% satisfaction by
2014

40% reduction in
unfilled vacancies by
12/2014

50% increase from
baseline by 2014

90% by 2014

25% reduction from
baseline by 12/2014

Template version: 4.0
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