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"What is needed to close the gap between existing government capacity
and urgent problems is skilled strategists who can successfully integrate
public aspirations, operational capacities to deliver results, and a sharp and
unrelenting focus on the production of publicly valued results. Geoff Mulgan,
relying on both a strong scholarly base, and broad experience in government,
has written a wonderful book that can provide invaluable guidance to those
who would like to offer such value creating public leadership. | recommend
it highty.’
Mark Moore, Hauser Professaor,
John F. Kennedy School of Government, Harvard

'‘Good government takes the long-term seriously and there can be few
people better qualified than Geoff Mulgan to show how this aspiration
can become part of the day-to-day work of departments and agencies.

Sir Gus O'Donnell, Cabinet Secretary & Head of the

Home Civil Service, UK Government

‘Geoff Mulgan's deep insights into the politics of change derive from a
profound understanding of the dynamics of modern socigties, impressive
creativity in the design of new social institutions, and an abiding commitment
to social progress. His work has informed the thinking of public officials at

the top of the pyramid as well as social entrepreneurs at the grass roots,

and it should be widely read and studied.’

Hosabeth Moss Kanter, Harvard Business School Professor
and author of Confidence and World Class
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Introduction: From Tangled
Knots to Virtuous Circles

THis is a book about how governments think and act. Governments can be
brutal and stupid. But the best have helped their citizens to live longer,
safer, richer, and freer lives. They have achieved their successes by being
strategic—knowing where they want to go and how to get there.

Being strategic is neither natural nor easy for governments. Most opt for
mediocrity and the lines of least resistance. Some trust in intuition (with
all the virtues and vices it's known to bring).! Some—like Indira Gandhi
and Ronald Reagan—rely on astrologers. And more than a few just use
ideology to guide them.

Moreover, all governments face pressures to be tactical rather than
strategic. The cut and thrust of competitive politics easily obscures long-
term goals: good strategy is helped openness, and mobilizing many minds,
but politicians like secrecy, and taking their opponents surprise. For min-
isters and bureaucrats with a brief tenure in any job there are strong
incentives to fudge difficult choices, and little pressure to learn from
mistakes. The future may literally be undervalued: governments apply
discount rates to future benefits and the effective ‘political discount rate’
can be much higher still, especially in the run-up to elections.

Yet far-sighted politicians and committed public servants have helped
many societies face up to both their problems and their potential. James
Tobin, one of the greatest economists of the later twentieth century wrote
that it was ‘a bunch of planners—Truman, Churchill, Keynes, Marshall,
Acheson, Monnet, Schuman, MacArthur in Japan—whose vision made pos-
sible the prosperous post-war world’.* France and Germany in the 1950s, and
Malaysia, South Korea, and Spain in the 1990s, were all role models, channel-
ling public aspirations while also achieving a fit between their societies’
capacities to act and the environments they were acting in. Other nations
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2 FROM TANGLED KNOTS TO VIRTUQUS CIRCLES

have shown how the right strategy can tum impossible aspirations into
reality. Finland began the 1990s with its GDP declining by 7 per cent in a
single year but ended it as a technological powerhouse. Estonia in the same
decade transformed itself from being ‘bankrupt, polluted and decaying’
{according to the OECD) to become the EU’s most competitive economy.
On the other side of Europe Ireland used a sophisticated consensus about
economic policy (forged by its National Economic and Social Council), and
highly entrepreneurial development agencies (led by Forfas), to make the
most of EU membership and overtake the UK in GDP per head. Other nations
have been highly strategic in working their way back from dictatorship or
civil war: outstanding examples include Chile's patient work to become a
modern social democracy under President Lagos, and Rwanda’s more recent
efforts to become a mercantile hub under President Kagame,

Many exemplary cities have also shown that good strategy pays off.
Singapore transformed itself from a backwater into one of the world’s
great economic hubs, Hugely ambitious city states like Dubai and Abu
Dhabi, as well as hungry city governments within nations, like Barcelona,
Bogota, or Shanghai, have achieved extraordinary momentum. Below the
radar of high politics innumerable ministers and officials have carefully
diagnosed problems and designed solutions with evidence and experience
to guide them rather than hunch or anecdote, on issues as varied as
cutting carbon emissions or reducing mortality rates.

Although their individual stories were often messy, the governments and
public agencies which achieved these successes acted in line with what
Adam Smith described as the most useful virtue: the prudence that brings
together superior reason (which ‘discern|s] the remote consequences of all
our actions’) and self-command. ' They acted fast, but steadily, in line with
Aldus Manutius’ famous prescription: ‘festina lente’, hurry slowly.*

What should strategies aim to achieve? Governments pursue many goals,
from national prowess and GDP growth to well-being, usually trying to grow
some things and shrink others. Past states wanted to grow their territory,
crops, gold, and armies. Today the most valuable things which democratic
governments want to grow are intangible: like trust, happiness, knowledge,
capabilities, norms, or confident institutions. These grow in very different
ways to agriculture or warfare, Trust creates trust, whether in markets or civil
societies. Knowledge breeds new knowledge. And confident institutions
achieve the growth and societal success that in tumn strengthens the confi-
dence of institutions. Much of modern strategy is about setting these virtu-
ous circles in motion, whether through investments and programmes or by
creating the right laws, regulations and institutions.
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FROM TANGLED KNOTS TO VIRTUOUS CIRCLES 3

The things that most need to be shrunk are ‘bads’, some physical, like
pollution, and others less tangible, like social exclusion or mutual hatreds.
These are often wound up in tangled knots of irreconcilable interest as well
as malign habits of thought and behaviour. The job of untangling them takes
many forms: painstaking negotiation (as in the case of Northern Ireland, or
the position of the Maoris in New Zealand), frontal assault (as with Norway's
and Spain’s legislation requiring companies to have at least 4o per cent
women on their boards®), sophisticated, multi-dimensional actions (as in
many fields of social policy, from teenage pregnancy to youth crime) and
finding ways for problems to be outgrown as well as solved. Sometimes the
goods and bads are intertwined. Life expectancy is rising at a remarkable rate
in many countries (nearly o.3 years each year in the UK), which appears to be
an unmitigated good. But disability-free life expectancy is scarcely rising at
all, and many countries are struggling with a rising incidence of chronic
disease and dementia for which their health systems are unprepared.

There is no single formula for organizing strategy in public organizations.
It can be led by specialized strategy teams and units, task forces and com-
missions; it can grow out of the discussions and collaborations of networks
that cut across departments; it can have its roots in political parties, or in the
civil service.” It can be open and inclusive, tapping into the collective
intelligence of a society, or it can be closed and tightly controlled.

But all successful governments have created spaces for thought, learning,
and reflection to resist the tyranny of the immediate, and any government
or public agency that takes its responsibilities seriously needs structures and
processes to do these things. Otherwise the competing forces that can be
found within government, including party tacticians, media and public
relations experts, cynics, and time-servers, are even more likely to sacrifice
the future for the present. The costs of strategy need not be high, but the
benefits can be, focusing energies where they matter, and refreshing govern-
ments that otherwise go stale,

Effective strategies need wide engagement and ownership. But they also
have to be led from the very top. Leaders can’t do this on their own. They
need help from strategy teams to do the detailed work of analysis and
planning and to keep track of implementation. At their best these teams
become skilled in spotting threats and opportunities, and diagnosing
which policies are likely to fail. They can be as valuable for killing ill-
conceived ideas, and “iatrogenic’ policies which cause more problems than
they cure, as they are for opening up creative possibilities. To be useful it's
vital that they aren’t a separate cadre, cut off from everyday life and
actions, and immersed in a world of desiccated charts. They need to be
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4 FROM TANGLED ENOTS TO VIRTUOUS CIRCLES

well integrated with the daily practice of governments, to be streetwise as
well as analytical, with their ears to the ground, and enriched by a con-
tinual flow of people in and out of strategy teams (including practitioners)
so that the strategists acquire good judgements of what will work and the
practitioners learn how to see the bigger picture.” They need to be an
interface with the intelligence of every part of their society. And their
work needs to be shared: strategies that are seen to belong only to minis-
ters, or the board, or the strategy unit, are doomed to fail, as are strategies
that are dominated by just one function (for example, finance or IT).

How should strategy be done? Again, there is no single answer: there are
as many ways to be strategic as there are to be tactical. But all strategy
involves setting priorities—being rigorous about what matters most, and
directing energies to tasks which can be accomplished. A remarkable
number of governments dissipate their energies, trying to please everyone,
or tilt at windmills, engaging in struggles they have no prospect of win-
ning. To focus their energies and get results governments need to pay
systematic attention to:

* Purposes—why they should act in the first place: defining the com-
pelling purposes which arise from the gaps between public needs,
aspirations and fears and current realities.

* Environments—where they are seeking to achieve their goals, the
contexts (present and future) for action and the capacities they have
to get things done. It is from the interaction of these two that govern-
ments and agencies then define their chosen:

* Directions—what they want to achieve: the goals and outcomes that
are desirable and achievable (which in the military take the form of
the ‘commander’s intent’ which is written at the top of any order), as
well as their relative priorities and sequencing. These in turn define:

= Actions—how they are to achieve their goals, with detailed strategies,
policies, laws and programmes, as well as inspirational leadership to
persuade others to commit to the cause. Together these aim to create
public value,® but since all actions have unexpected results, strategy
also depends critically on:

* Learning—systems for understanding not just which actions did or
didn't work but also whether there's a need to rethink purposes,
analyses and chosen directions.”

This model contrasts with the traditional view of a linear progress from
political commitments through policies to implementation (see Fig. r.1). It
implies an iterative, experimental, and adaptive view of how real governments
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