
To operate effectively in a rapidly changing 
world, financial organizations need to 
understand their new environment, set 
obtainable goals and develop and execute 
strategies to accomplish these goals. Plan-
ning, while important in a stable environ-
ment, becomes critical for survival in a 
time of rapid change. 

Little is known, however, about the way 
financial institutions structure their goals 
and strategies, formally or informally. Do 
they undertake formal strategic planning? 
What priorities do they place on planning? 
What planning tools do they use to 
describe their current environment and 
their situation in this environment? What 
part do they want to play in their industry's 
changing environment? 

Understanding the degree and method 
through which different financial insti-
tutions plan is important for market partic-
ipants, regulators and legislators. An under-
standing of this process wil l give a better 
picture of the evolving financial services 
industry. Identifying the types and char-
acteristics of financial institutions that 
actively engage in the planning process 
may reveal the players in the market of 
the future and suggest how these markets 
are likely to look 

Seeking answers to some of these 
questions, the Federal Reserve Bank of 
Atlanta recently surveyed strategic planners 
in banks and thrifts across the nation. 

Shifting the Game Plan: Strategic Planning 
in Financial Institutions 
An Atlanta Fed survey finds that more banks than S&Ls are engaged in strategic 
planning, but formal strategic planning is relatively new for both groups Evidence 
suggests that corporate goals are shifting from earnings toward market position. 

We found that most bank and thrift 
strategic planning programs are relatively 
new and that strategic planners are paying 
increased attention to the competit ive 
environment. 
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Strategic Planning Defined 
In the 1960s, the term "long-range planning" 

was used to describe the process through which 
a firm set its long-term goals and objectives. 
"Strategic planning" emphasizes a continuous 
process through which long and short-term goals 
and objectives are set and reset in light of the 
changing market environment. In 1962, Alfred 
Chandler defined strategic planning as " the de-
termination of basic long-term goals and objectives 
of an enterprise, and the adaptation of courses of 
action and allocation of resources necessary for 
carrying out these goals."1 The key elements of 
this definit ion are establishing goals and allo-
cating resources. Today, strategic planning is 
considered to be a process that consists of the 
following elements: 1) the corporate mission and 
objectives, 2) an assessment of competit ive 
threats and opportunities, 3) an operational plan 
and review.2 Unlike long-run planning, strategic 
planning recognizes the necessity for constant 
revisions in each of these elements as the com-
petitive and market environments evolve. 

Mission 
The mission spells out the firm's long-term 

goals and the nature of its business. The corporate 
mission is usually established by the firm's directors 
and top management. It is the most important 
part of the planning process because manage-
ment must establish goals before it can chart a 
course to achieve those goals. 

The corporate mission may be defined in 
narrow or in broad terms. For example, the 
mission of a "commercial bank" is narrower than 
that of a "financial service organization." Tra-
ditionally, a commercial bank accepts deposits 
and makes loans, while a financial service organi-
zation might also include a wider variety of 
services such as trust accounts, real estate broker-
age, investment banking, and life insurance. 

Once the mission has been determined, cor-
porate objectives must be established. These 

'Alfred D. Chandler, Jr.,Strategy and Structure: Chapters in the History 
ot Industrial Enterprise(Cambridge, Mass.: The M.l.T. Press, 1962), p. 13. 

2For addit ional information about strategic planning, see: Benton E. Gup, 
Guide to Strategic Planning, (New York: McGraw-Hil l Book Co., 1980); 
Arthur Thompson, Jr and A. J. Strickland, III, Strategy Formulation and 
Implementat ion: Tasks of the General Manager, (Piano, Texas: 
Business Publications, Ina, 1983, Revised Edition); George A Steiner, 
Strategic Planning: What Every Manager Must Know, (New York: The 
Free Press, 1979). 

might include earning a 25 percent return on 
equity, controlling 60 percent of the relevant 
market for deposits, and other measurable targets. 
But not all objectives can be quantified. Providing 
pleasant working conditions and challenging 
opportunities for employees are two examples. 
In any case, the objectives must be understood 
by those responsible for them, if they are to be 
achieved. The corporate mission is not set in 
concrete—it will change to reflect new competi-
tive developments or new opportunities. As the 
mission changes, the objectives and targets will 
also change. 

Competitive Threats 
and Opportunities 

One basic axiom of strategic planning is that 
many of the major factors that influence a busi-
ness are beyond its control. That is why the 
continuous assessment of competitive threats 
and opportunities is so important. Changing 
economic conditions, technology and federal 
legislation are only three parts of the business 
environment that must be monitored. These are 
examples of a changing environment that may 
change the corporate mission or its objectives 
and targets. Likewise, potential mergers or take-
overs, the financial condition of competitors, and 
local market conditions must be evaluated. The 
monitoring of threats and opportunities frequently 
is assigned to the planning department. This is 
time consuming, and much of the effort is devoted 
toanswering"what i f kinds of questions. For ex-
ample, how should we respond if there is an 
attempt at an unfriendly takeover of our stock or 
how can we be more effective in the markets that 
we serve? This part of the planning process must 
examine all relevant factors that may affect the 
firm. 

Action 
Strategies must be developed before they can 

be translated into operational plans. Strategies 
may be developed by appropriate operating 
units, by the planners, by top management, or 
any combination of the above. Provision also has 
to be made for reviewing progress and, when 
necessary, changing objectives to respond to 
new opportunities or threats. 

It may take several years from the t ime an 
organization makes its first attempt at strategic 
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Table 1 

Population Distribution of Sample and 
Respondents Compared to the Population 

Commercial Banks 

All Banks Surveyed Banks Respondents 
Asset Size Number Percent Number Percent Number Percent 

$0-$50m 10484 72.1 90 19.7 50 14.9 
50-100 2187 15.1 80 17.5 60 17.9 
100-500 1472 10.1 83 18.2 62 18.5 
500-1 B 185 1.3 75 16.4 58 17.3 
1 B and over 205 1.4 129 28.2 105 31.4 

Total 14533 100.0 458 100.0 335 100.0 

Savings and Loan Associations 

Surveyed 
All S&Ls S&Ls Respondents 

Asset Size Number Percent Number Percent Number Percent 

$0-$50m 1662 44.4 68 33.8 40 35.1 
50-100 819 21.9 34 16.9 16 14.0 
100-500 1027 27.4 95 47.3 54 47.3 
500-1 B 124 3.3 2 1.0 2 1.8 
1 B and over 111 3.0 2 1.0 2 1.8 

Total 3743 100.0 201 100.0 114 100.0 

Source: Federal Reserve Bank of Atlanta 

planning to the t ime such planning becomes 
effective. 

It is important to understand what strategic 
planning is not.3 

1. Strategic planning does not deal with de-
cisions to be made in the future. It deals with 
decisions made today that wil l affect the firm's 
future position. 
2. Strategic planning is not forecasting. In fact, 
a planning process is necessary because insti-
tutions cannot forecast the future with certainty. 
3. Strategic planning is not the application of 
quantitative techniques and models to busi-
ness decisions. It may incorporate these tools, 
but its conceptual base is analytical thinking 
about the commitment of resources to action. 

3For details, see: Peter F Drucker, Management: Tasks, Responsibilities, 
Practices, (New York: Harper & Row, Publishers, Ina, 1974), p. 125, 
Steiner, pp. 15-16. 

4. Strategic planning does not eliminate un-
certainty or risk. It helps to transform un-
certainties into risk, allowing management to 
evaluate the risk that must be faced. ^ 

The Survey 

The Atlanta Fed conducted its mail survey to 
determine the extent to which banking organi-
zations and savings and loan associations con-
duct "formal" planning. The term "formal" means 
that the plan is in written rather than verbal form. 

First, we decided to select 700 banking organi-
zations and savings and loan associations in 
various asset size categories throughout the 
United States. 

We ranked all commercial banks and savings 
and loan associations by asset size (December 
1981) in ascending order. A total of 14,700 
commercial banks and 3,743 S&Ls was included. 
We stratified both types of institutions into five 
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Table 2a. 

Asset 
Size 

$0-$50m 
50-100 
100-500 
500-1 B 
1B and over 

Total 

Table 2b. 

Respondents Indicating A Formal Planning Process 

Banks 

26 
33 
29 
32 
19 

139 

Savings 
and Loans 

15 
6 

38 
2 
2 

63 

Bank Holding 
Companies 

One-Bank 
Holding Companies 

0 2 
0 4 
4 8 
7 8 

54 27 

65 49 

Total 

43 
43 
79 
49 

102 

316 

Asset 
Size 

$0-$50m 
50-100 
100-500 
500-1 B 
1B and over 

Total 

Respondents Indicating No Formal Planning Process 

Banks 
Savings Bank Holding One-Bank 

Banks and Loans Companies Holding Companies Total 
22 25 0 0 47 22 10 0 1 33 21 16 0 0 37 11 0 0 0 11 

2 0 3 0 5 
78 51 3 1 133 

Source: Federal Reserve Bank of Atlanta 
Note: Unless otherwise noted, all tables use the 316 respondents that reported a formal planning process. 

groups based on asset size: $50 million or less, 
$50 to $100 million, $100 to $500 million, $500 
million to $1 bill ion and $1 billion and over. One 
hundred commercial banks and 40 S&Ls were 
chosen at random from each asset grpup. 

After drawing the sample, we identified all 
subsidiaries of multibank holding companies 
and substituted their parent organization in the 
sample. Then we deleted 97 banks and substi-
tuted 65 bank holding companies. The selected 
sample included more than one subsidiary of 
some bank holding companies, in which case the 
holding company replaced all of its subsidiaries 
in the sample. 

Commercial banks and savings and loan as-
sociations accounted for almost four-fifths of the 
institutions surveyed, and bank holding companies 
accounted for the remainder. A total of 335 
banking organizations and 114 S&Ls responded 
to the survey, resulting in a 68.1 percent response 
rate (73.1 percent of the banks and 56.7 percent 

of the S&Ls responded.) Each of the 50 states is 
represented, with no state contributing more 
than 10 percent of the total responses. 

On the banking side, our sample of firms 
surveyed was fairly representative of the general 
population (Table 1). Our sample counted just 
over 1 percent of the firms in the smallest 
category and 63 percent in the $1 billion and 
over category. 

On the savings and loan side this was not the 
case. While our sample is evenly distributed in the 
first three categories of S&Ls, ranging up to $500 
million in assets, it is unevenly distributed with 
respect to firms above $500 million. In fact, the 
survey provides little useful information on the 
larger thrift associations. Table 1 shows the 
distribution for firms actually responding to our 
survey. 

Table 2a shows that 316 respondents have a 
formal planning process, while Table 2b shows 
that 133 report no formal planning. 
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T a b l e 3 . P e r c e n t a g e o f R e s p o n d e n t s w i t h 
a F o r m a l P l a n n i n g P r o c e s s 

A s s e t 
S i z e 

$ 0 - $ 5 0 m 
5 0 - 1 0 0 
1 0 0 - 5 0 0 
5 0 0 - 1 B 
1 B a n d o v e r 

T o t a l s f o r 
a l l s i z e s 

B a n k s S & L s B H C s O B H C s T o t a l 

5 4 % 3 8 % - 1 0 0 % 4 8 % 

6 0 3 8 - 8 0 5 7 

5 8 7 0 1 0 0 1 0 0 6 8 

7 4 1 0 0 1 0 0 1 0 0 8 2 

9 0 1 0 0 9 5 1 0 0 9 5 

6 4 5 5 9 6 9 8 7 0 

Source: Federal Reserve Bank of Atlanta 
Note: This table reflects all 449 respondents. 

Planning and Size of Organization 
Planning and asset size appear to be closely 

related. Table 3 indicates that the percentage 
distributions of respondents that plan are unevenly 
distributed by size. As asset size increases, a 
greater proportion of each category undertakes 
formal planning. Bank holding companies are the 
only exception; just three holding companies 
with assets in excess of $1 billion had no formal 
planning process. In addition, relatively fewer 
respondents from savings and loan associations 
engaged in planning than respondents from 
banking organizations. This may be partly attributed 
to the fact that S&Ls have been under such 
severe pressure in recent years that most of their 
attention was on immediate survival, not strategic 
planning. 

Length of Time in Planning 
To a lesser degree, the length of t ime that 

respondent organizations have been planning is 
related to asset size too. Table 4 shows that more 
large organizations have been planning for five 
years or more than small organizations. This is 
consistent with a study of why nonfinancial 
companies get involved with strategic planning. 
That study found that size, public ownership, 
and diversification were the reasons firms gave 
for getting into strategic planning.4 

-Grace W. Conlon, ed., A View From the Top: How Chief Executives 
Look at Planning, (Oxford, Ohio: Planning Executives Institute, 1982), pp. 
1 - 1 1 . 

According to another study, relatively few 
banks engaged in planning before 1980.5 This is 
consistent with our finding that most banks are 
newcomers to planning. The financial institutions' 
increased interest in planning coincides with 
certain fundamental changes in the economic 
environment they have faced in recent years. 
The 1970 through 1982 period was a t ime of 
volatile increases in long-term interest rates. The 
number of S&Ls declined substantially during 
this period, from 5,665 in 1970 to 3,833 in 1982, 
while banks remained relatively constant 13,705 in 
1970 compared to 14,993 in 1982. Not unex-
pectedly, the most rapid decline in S&Ls occurred 
during 1981 and 1982 as interest rates peaked. 

In general, savings and loan associations have 
been much more sensitive to sharp upward 
movements in interest rates because of their 
relative inability to match maturities of liabilities 
and assets. Commercial banks' diversified port-
folios cushioned the impact from sharp increases 
in rates, while the S&Ls' specialized portfolios left 
them vulnerable to rate movements. This period 
increased the financial institutions' awareness of 
interest rate risk—the risk that the price of their 
assets wil l decline as interest rates rise. Increased 
awareness of interest rate risk has focused more 
attention on the need for planning and spurred 
both banks and S&Ls to expand their planning 
activities. 

The difference in the degree to which banks 
and savings and loans involve themselves in a 
formal planning process, as shown in Table 3, 
may be explained in part by the differing impact 
high interest rates have had on these institutions. 
Banks were impacted less severely, allowing 
management t ime to assess changing rharkets 
and evaluate strategies to take advantage of the 
new environment. Therefore, it is not surprising 
that more banks than S&Ls undertook formal 
planning programs during this period. 

The competitive environment has been altered 
by a number of other factors, including the 
Monetary Control Act of 1980 and the Garn-St 
Germain Depository Institutions Act of 1982. 
This legislation has changed the competitive 

* ln 1968, only six of the largest 50 banks on the East Coast had plans 
extending for more than one year in the future. By 1979,88 percent of the 
largest banks responding to a survey expected to have a strategic 
planning system. For addit ional information, see: D. Robley Wood, Jr., 
Long Range Planning in Large United States Banks,' Long Range 

Planning (June 1980), pp. 91-98. 
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Table 4. 

Length of Time in Planning Process by Respondents* 
Number of Respondents 

Asset 
Size 

Less than 
1 Year 

1-3 
Years 

3-5 
Years 

5-10 
Years 

Over 10 
Years 

$0-$50m 
50-100 
100-500 
500-1 B 
1B and over 

Total 

9 
7 

20 
10 
11 

57 

9 
9 

22 
15 
32 

87 

7 
10 
16 
14 
27 

74 

3 
5 
5 

< ¿ 
41 

1 
2 
3 
1 
7 

14 

% of Respondents 21 32 27 15 5 

Source: Federal Reserve Bank of Atlanta 

environment in which banks and S&Ls find them-
selves. Thrifts may now diversify their portfolios 
to a greater degree, potentially reducing interest 
rate risk and expanding their lending opportunities. 
Both factors suggest that planning will become 
more important to S&Ls in the future. But recog-
nition that such factors affect the future of 
financial intermediaries has contributed to the 
increased reliance on strategic planning. 

Only 14 organizations (5 percent of the respon-
dents) indicated they have been involved in 
strategic planning for more than 10 years (Table 
4). Fifty-three percent indicated an involvement 
of three years or less. This shows dramatically 
how a rapidly changing competitive environment 
fosters the use of strategic planning. 

The Planning Process 

Establishing Objectives 
One of top management's responsibilities is to 

establish objectives for an organization. Corporate 
objectives are established by the board of di-
rectors for more than half of the respondents 
from small organizations, and by the chief executive 
officer for half of those from the largest organi-
zations (Table 5). The level at which corporate 
objectives are established generally is related 

FEDERAL RESERVE BANK O F ATLANTA 

directly to size. Almost 54 percent of the firms 
with assets of $50 million or less reported that 
corporate objectives were set up by their directors. 
Yet, in the $1 billion and over category, a majority 
of the respondents indicated that corporate 
objectives were set by the chief executive officer. A 
similar pattern was found for establishing ope-
rating targets. The level at which corporate ob-
jectives and operating targets are set is important 
because it indicates who is sailing the ship. The 
survey also indicated that large organizations 
make greater use of top management committees 
in establishing operating targets and objectives 
than do smaller organizations. 

Responsibility 
An indication of the level of importance planning 

takes within an organization is the allocation of 
officers' attention to the process. As one would 
expect, the number of employees and officers 
increases with the asset size of the organization. 
However, small banks have relatively more officers 
than large institutions. Officers constitute 27 
percent of total employment in the smallest 
banking organizations and 18 percent of total 
employment in the largest, on average. 

Half of the officers in the smallest organizations 
are involved in planning, compared to only 2 
percent in the largest organizations. 
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Table 5. Level at Which Corporate Objectives are Established 
Number and Percent of Organizations Responding* 

Board 
Asset Of 
Size Directors 

# % # 

$0 - $50m 23 53.5 10 
50 - 100 19 44.2 14 
100 - 500 23 29.1 23 
500 - 1 B 6 12.1 16 
1 B and over 14 13.7 51 

Source: Federal Reserve Bank of Atlanta 
•Some respondents indicated more than one answer as most important 

Top 
Management 

President Committee 

% # % # % 

23.3 9 20.9 4 9.3 
32.6 9 20.9 6 14.0 
29.1 21 26.6 20 25.3 
32.7 13 26.5 19 38.8 
50.0 14 13.7 25 24.5 

Chief 
Executive 

Officer 

Table 6 . Who Is Responsible for the Planning Process? 
Number and Percent of Organizations Responding* 

Title Number Percent 

Top members of top management 79 25.0% 
Combination of planning department, 

planner and top management 68 21.5 
Executive planning committee 57 18.0 
President 45 14.2 
Senior Vice President 24 7.6 
Chief Executive Officer 20 6.3 
Top divisional management 13 4.1 
Other individual 9 2.8 
Chairman 4 1.3 
Corporate planner 4 1.3 

T a b l e 7 . To W h o m D o e s t h e P l a n n i n g T e a m R e p o r t ? 
N u m b e r a n d P e r c e n t of O r g a n i z a t i o n s 
R e s p o n d i n g 

T i t le N u m b e r P e r c e n t 

Ch ie f E x e c u t i v e O f f i c e r 
P r e s i d e n t 
O t h e r 
T o p F i n a n c i a l E x e c u t i v e O f f i c e r 

5 9 18 .7% 
4 4 13.9 
3 2 . 10.1 
2 7 8.5 

Source: Federal Reserve Bank of Atlanta 

Source: Federal Reserve Bank of Atlanta 
' S o m e respondents indicated more than one answer as most important. 

The pattern for savings and loan associations is 
different because they usually have fewer em-
ployees than similar size banks. For example, 
banks with assets of$100-$500 million had 195 
employees, on average, while S&Ls of the same 
size had 111 employees. To some extent, the 
smaller employment at S& Ls reflects the fact that 
they specialize in mortgage lending, which is less 
labor intensive than the more diverse portfolios 
of commercial banks. It follows, therefore, that as 
thrift institutions expand lending and borrowing 
powers beyond their traditional functions, their 
employment also wil l expand. 

Table 6 shows who is responsible for the 
planning process at responding organizations. It is 
usually a team consisting of senior officers, or 
some combination of top management and the 
planning department. When only one individual 
is involved, it is most often the president. 

Although a "team" is usually responsible for the 
planning process, members usually report to the 
chief executive officer or to the president (see 
Table 7). Since presidents f requent ly are re-
sponsible for planning, some double counting 
may be involved here. It appears that presidents 
of small organizations have greater planning 
responsibilities than those of larger institutions. 
Nevertheless, larger organizations probably in-
clude their presidents on the planning team. 
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Table 2a. 

How Often Plans Are Revised. 
Number and Percent of Organization Responding 

Period Number Percent 
Annually 144 45.6% 
Biannually 24 7.6 
Quarterly 30 9.5 
Continuously 76 24.2 
Other 18 5.7 

Source: Federal Reserve Bank of Atlanta 

What Planners Do 
According to respondents, developing the 

planning process is the planners' most important 
task. The task's relative importance may be 
attributed to the fact that so many organizations 
are newcomers to planning. It takes several years 
for the planning process to become fully ope-
rational in an organization. 

Preparing and coordinating plans ranks next in 
importance. Although most organizations revise 
their plans annually, almost one fourth reported 
that they revise continuously (see Table 8), so 
preparation and coordination can be t ime con-
suming. The periodic or continuous revision of 
plans relates to the evaluation of risks and 
opportunities and the revision of data in light of 
changing market circumstances. It does not mean 
that the corporate mission or objectives change 
rapidly. 

Once the plans are prepared and approved in 
most organizations, they are distributed to top 
management and line supervisors. Almost one-
fourth of the respondents distribute the plans to 
all levels. 

Who are the Planners? 
The individuals responsible for the planning 

process frequently come from top management 
and have a financial background. The largest 
number of respondents indicated that a functional 
knowledge of their organization is a primary 
requisite for being a planner. Financial experience 
and previous planning experience are helpful 
too. 

The average length of t ime these planners 
have been involved in the process is related 
directly to the t ime their organizations have 

Table 9. Techniques of Strategic Planning 

Techniques Rank 
Portfolio analysis 7 
Brainstorming 2 
Corporate financial simulation models 3 
Cash flow 4 
Market research 5 
Conferences g 
Risk and decision analysis 7 
Futuristic projections q 
Panel concensus 9 
Product Information Market System (P.I.M.S.) 10 
External on-line data banks 11 
Product life cycle -¡2 
Leading indicator analysis 1 3 
Time series analysis 14 
Econometric analysis 15 
Regression analysis 

Source: Federal Reserve Bank of Atlanta 

been planning. Accordingly, most planners have 
been in their positions for less than three years. 
Nevertheless, many planners employed by or-
ganizations that have been planning for a long 
t ime have been involved in planning for 10 years 
or more. 

Techniques of Strategic Planning 
Table 9 lists, in order of importance, 16 tech-

niques and tools used by planners. Portfolio 
analysis ranked first. This refers to evaluating the 
composition and value of assets that organi-
zations hold or that are being considered for acquh 
sition. In addition to portfolio analysis, corporate fi-
nancial simulation models, the third most widely 
used technique, may include the use of computer 
simulation models. So may cash flow analysis, 
the fourth most popular technique. Thus, many 
of the techniques that manipulate financial data 
are interrelated. However, quantitative tech-
niques, including time series analysis, econo-
metric models, and regression analysis, are at the 
bottom of the list. 

Brainstorming, which ranked second on the 
list, is a group technique used to generate new 
ideas or new perspectives on different issues. It 
can be done on an informal or formal basis. 
Accordingly, a planning team may brainstorm 
new ways to meet competition, ways to improve 
profitability, or other issues. 
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Table 10. Use of Consultants 

Asset 
Size 

$0-$50m 
50-100 
100-500 
500-1 B 
1 B and over 

Number of 
Banks 

5 
10 
16 
21 
43 

Percentage of 
Respondents 

10 
17 
26 
36 
41 

Number of 
S&Ls 

2 
0 

14 
0 
1 

Percentage of 
Respondents 

5 
0 

26 
0 

50 

All 

7 
10 
30 
21 
44 

Percentage 
of Total 

Respondents 

13 
25 
35 
41 

Source: Federal Reserve Bank of Atlanta 
Note: This table reflects all 449 respondents. 

Our survey indicated that 75 percent (337) of 
the firms responding used no outside consultants 
for strategic planning. Table 10 shows the number 
of banks and savings and loan associations, 
categorized by asset size, that used consultants 
to implement some part of their strategic planning 
efforts. Interestingly, a larger proportion of banks 
than S&Ls used outside consultants, and their 
use generally is directly related to the asset size 
of the organizations. Only 10 percent of banks 
with $50 million or less in assets used outsiders. 

Generally, the picture for S&Ls is the s a m e -
larger institutions tend to use more outside 
experts. Only 28 respondents indicated they 
used outside consultants exclusively for stra-
tegic planning. Again, larger organizations tend 
to depend more heavily on consultants. 

To summarize, a greater proportion of banks 
than savings and loans undertake strategic plan-
ning with the help of outside consultants, and 
the tendency to use consultants increases wi th 
increased asset size. But the vast majority of 
respondents used no outsiders for strategic plan-
ning purposes. This dependence by the relatively 
large organizations on consultants underscores 
the importance these organizations place on 
planning. 

External Factors 
As part of this process, planners examine 

external factors that may affect their organization. 
These external factors, in order of their relative 
importance as viewed by respondents, are: 

1. Market/competit ive factors, 
2. National economic trends, 
3. Technological breakthroughs, 
4. Political developments, and 
5. Population trends. 
Not surprisingly, most respondents indicated 

that market conditions are the most important 
external factors to consider. National economic 
trends, new technology and political develop-
ments were also of major importance. The im-
portance of competitive factors or developments 
in the market underlines the importance of 
planning as a continuous process. The market for 
financial services has been changing rapidly in 
recent years. Banks and thrifts are constantly 
facing new competition, new offerings and a 
new, more interest-sensitive consumer. To under-
take strategic planning without paying close 
attention to these developments could be dis-
astrous. The emphasis respondents placed on 
market developments and competit ive factors 
coincides with their stated objectives for stra-
tegic planning. 

Objectives of Strategic Planning 

In general terms, the primary reasons for stra-
tegic planning are to enhance success and to 
assess the future. In the recent past, the three 
primary objectives of strategic planning were 
market oriented: providing a competit ive return 
on assets, increasing market share, and market 
survival. As Table 11 indicates, market survival 
has replaced market growth as the primary 
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object of strategic planning. This again underlines 
the importance of planning to compete in a 
rapidly changing market place. In the past, new 
developments in technology ranked eighth in 
importance, but for the future this factor is 
generally considered fourth in importance, fol-
lowing closely behind market and competit ive 
factors. 

Our survey reveals substantial differences be-
tween the rankings for the past and future 
periods. Although providingacompeti t ive return 
on assets and equity ranks number one in both 
periods, survival and new technology for con-
sumer use have gained in importance in the 
future. At a recent conference dealing wi th 
strategic planning in the financial services industry, 
one speaker pointed out that "Technology... will 
continue to be a major factor in reshaping those 
institutions that supply financial services. How 
well traditional depository institutions are able to 
adapt and adjust to the new economic and 
technological environment will determine their 
role in the nation's financial structure."6 While 
new technology for consumers gained in rank, 
improving prestige in the financial community 
fell far behind as an objective. 

The respondents were asked to rank the relative 
importance of various aspects of the planning 
process to their firms' stated objectives. The 
planning process was subdivided into four main 

J 

6Milton Feinerman, President, Federal Home Loan Bank of San Francisco, 
Strategic Planning for Economic and Technological Change in the 
Financial Services Industry, Proceedings (San Francisco, Federal Home 
Loan Bank of San Francisco, 1981), p 1. } 

FEDERAL RESERVE B A N K O F ATLANTA 

categories (corporate development, product and 
service development market extension and social, 
economic and political trends) containing a num-
ber of factors. In each of the categories, we 
detected some interesting differences depending 
on the size and form of the organization. 

Corporate Development 
What internal factors played the most important 

part in meeting corporate objectives? Once 
again, size influenced the respondents' answers. 
Banking organizations with less than $100 million 
in assets considered productivity and optimizing 
the use of resources to be most important in 
achieving their stated objective (competitive 
rate of return on assets). In contrast, larger 
institutions generally considered management's 
commitment to planning to be the most important 
The fact that a larger proportion of the top 
officers of small institutions is involved in planning 
than in the larger institutions is one reason for 
this difference of opinion. Other factors considered 
important in this category are establishing per-
formance targets and identifying internal problems. 

Product and Service Development 
This category assesses the importance of various 

factors relating to planning or identifying new 
products or services that could help achieve a 
firm's overall objective. Banks of all sizes agreed 
that customer relations is the most important 
single factor. However, large bank holding com-
panies ranked identification of future products 
and services first. One reason for this emphasis is 
that holding companies are one step removed 
from bank customers. They own individual banks 
that, in turn, deal directly with customers. 

Market Extension 
Market extension may or may not play a role in 

accomplishing a firm's overall objectives. Banking 
organizations with assets of less than $100 million 
ranked customer relations first in this category. 
Larger institutions, however, considered new 
market opportunities to be the most important 
factor. Smaller organizations are more concerned 
with their local markets, while larger organizations 
face a wide array of competit ion and must be 
more concerned with new marketopportunities. 
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Table 11. Objectives of Strategic Planning 

Objectives Past Future 

Provide a competit ive return on assets 
and equity 

Growth of market share 
Survive in a more competit ive environment 
Improve prestige in financial community 
Reduce portfolio risk 
Achieve a competit ive advantage 
New technology for customer use 
New technology for internal use 

Source: Federal Reserve Bank of Atlanta 

1 1 
2 3 
3 2 
4 8 
5 6 
6 5 
7 4 
8 7 
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Table 12. Length of Time in Planning By Asset Size 

BANKS 
Length of Time in Planning 

Less than 1-3 3-5 5-10 More Than No 

Asset Size 1 Year Years Years Years 10 Years Answer 

$0-$50 Million 5 5 7 3 0 8 

50-100 Million 7 5 10 5 2 8 

100-500 Million 11 11 6 5 2 6 

500-1 Billion 9 14 14 7 1 2 

Over 1 Billion 11 32 26 20 7 4 

S&Ls 

Length of Time in Planning 

Less Than 1-3 3-5 5-10 More Than No 

Asset Size 1 Year Years Years Years 10 Years Answer 

$0-$50 Million 4 4 0 0 1 6 

50-100 Million 0 4 0 0 0 2 

100-500 Million 9 11 10 0 1 7 

500-1 Billion 1 1 0 0 0 0 

Over 1 Billion 0 0 1 1 0 0 

Source: Federal Reserve Bank of Atlanta 

Social, Economic and 
Political Considerations 

This category assesses the importance of factors 
affect ing the firm's market that are not con-
trollable by the firm or market participants. 
Decisions by the Depository Institutions Deregu-
lation Committee (DIDC) and deregulation in 
general were cited as the most important factors 
in this category. Again this underlines the im-
portance of changing market conditions. Although • 
the DIDC is important to all banks, the larger 
banks and holding companies consider deregu-
lation to be especially important. These are the 
institutions most likely to be affected by changes 
mandated by the DIDC The smaller organizations 
tend to be affected less because of their historical 
role of servicing local customers. The importance to 

respondents of new DIDC decisions is followed 
closely by new legislation and laws.. 

Benefits of Strategic Planning 
On balance, 45 percent of the respondents 

think that strategic planning is extremely useful 
and another41 percent found it useful. A few did 
not find it useful at all. We should keep in mind, 
of course, that in most cases the surveys were 
answered by strategic planning officers. When 
interpreting this information we must also keep 
in mind that many responding organizations are 
relatively inexperienced in strategic planning. 
Some benefits may not be realized for years (see 
Table 12). Nevertheless, some have been realized 
already. Benefits reported by the respondents are: 
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Table 13. Critical Issues of the 1980s 

1. Deregulation 
2. Potential interstate banking 
3. Government regulation 
4. Productivity 
5. Innovation and creativity 
6. Trend toward market segmentation 
7. Changes in communication technology 
8. Growth in the use of strategic planning concepts 
9. Inflation 

10. Slow economic growth in most 
industrialized countries 

11. Growth of entrepreneurial management 
12. Focus on cash flow 

S o u r c e : F e d e r a l R e s e r v e B a n k o f A t l a n t a 

1. Defining the direction of the firm; 
2. Establishing interrelated goals and objectives, 
3. Establishing priorities. 

In addition, they said, strategic planning helped 
in decision-making and identifying strengths and 
weaknesses. 

Future Trends 
It is not surprising that financial organizations 

ranked deregulation as the most important issue 
for the future, fol lowed by potential interstate 
banking. Government regulations ranked third in 
importance among future trends. In essence, 
respondents said that the competit ive fallout 
from changes in legislation and regulation will be 
the crucial issues affecting them in the years to 
come. Other critical issues are listed inTable 13. 
Inflation, which has been a major element to be 
considered in any planning process, has dropped 
to ninth in relative importance. This again indi-
cates the importance of the changing competitive 
environment and its impact on the planning 
function of commercial banks and savings and 
loan associations. 

Conclusion 
Three-fourths of the bankers responding to our 

survey and more than half of the savings and loan 
respondents are currently engaged in strategic 
planning. Most are newcomers to the process, 
having been planning for less than five years. 

Judging from the survey, relatively more large 
banking organizations are planning than small 
ones. Only 5 percent of the respondents with 
assets of $1 billion or more do no formal planning, 
compared with about 40 percent of those with 
assets of less than $100 million. Most of the 
banking organizations in the United States have 
assets of less than $100 million. Therefore, it 
follows that a large number of banking organi-
zations have no formal strategic planning process. 
Those that do, however, command the vast 
majority of the nation's deposit wealth. 

Those organizations involved in strategic plan-
ning are changing their objectives, according to 
our survey. While earnings targets are still their 
primary objective, they are paying increasing 
attention to the competitive environment Along 
this line, changing federal legislation and regu-
lations are the most critical issues that planners 
see facing their firms in the 1980s. 

The overwhelming majority of those that en-
gage in strategic planning find it beneficial. The 
most important benefits concern the establish-
ment, implementation and attainment of the 
firm's missions and objectives. Other benefits 
include improved decision-making and assess-
ment of the competit ive environment. Strategic 
planning obviously will play a big role in deter-
mining the winners and losers in the rapidly 
changing financial services industry of the future. 

— Benton E. Gup 
and David D. Whitehead 

Note: Benton E. Cup is professor ot finance and holds the chair of banking at the 
University of Alabama. I he authors are indebted to the Planning Executives 
Executive Institute (I'LI) tor providing a survey questionnaire that the authors 
modified for financial institutions 
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