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Abstract

The structural separation of strategic planning from operational execution has
been the master narrative of management theory for over a century. This study
challenges that separation at its root. We propose that planning and execution are
not sequential stages in a pipeline but two manifestations of a single underly-
ing organizational capability — the capacity to translate intention into reality.
Building on systems theory, cybernetic feedback principles, and empirical evidence
from corporate failures (2020–2025), we introduce the Plan-Result Correlation
Coefficient (PRC) as a measurable strategic metric and the Closed-Loop Strat-
egy as a consulting framework for reunifying what the industrial age divided. The
central thesis: the quality of a plan is defined entirely by its executability; the quality
of execution is defined entirely by its fidelity to the plan’s structural logic. They are
two sides of the same coin, and any attempt to optimize one without the other is not
merely inefficient — it is structurally impossible.

Keywords: closed-loop strategy, plan-execution identity, strategic planning, ex-
ecution capability, Plan-Result Correlation, organizational feedback, cybernetics,
strategic management consulting.

1 Introduction: The Great Schism of Management

1.1 How We Invented a Problem That Doesn’t Exist

The division of labor between “thinkers” and “doers” is so deeply embedded in manage-
ment practice that we mistake it for a law of nature. Senior executives formulate strategy;
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middle managers translate it into plans; front-line employees execute. This three-tier cas-
cade — formalized by Taylor, institutionalized by Fayol, and automated by ERP systems
— appears self-evidently correct (Mintzberg, 1994).

It is not. It is a historical accident, a byproduct of the industrial revolution’s need to
coordinate unskilled labor in large-scale manufacturing. And it created a problem that,
prior to the division, did not exist: the gap between what is planned and what is
done.

This gap has become the defining anxiety of modern management. A vast industry
of consultants, software vendors, and executive coaches exists to close it. Yet by 2025,
after decades of effort, the gap remains. Companies continue to announce bold strate-
gies and deliver mediocre results. Post-mortems continue to reveal that the failure was
“in execution” — as if execution were a separate activity that somehow malfunctioned
independently of the plan it was supposed to serve (Hamel & Zanini, 2020; Reeves et al.,
2021).

Our thesis is that this framing is the problem. There is no “gap between planning
and execution” because planning and execution are not two things. They are
one thing — the organizational capacity to move from intention to outcome — viewed
from two angles. The gap we perceive is not a failure of coordination between separate
activities. It is a measurement artifact created by our insistence on treating them as
separate in the first place.

1.2 The Empirical Anomaly: Why “Great Plans” Fail and “Bad

Plans” Succeed

Consider two observations that the traditional model cannot explain:

1. The meticulously planned failure. A corporation spends six months and mil-
lions of dollars developing a comprehensive strategic plan. Every detail is modeled.
Every risk is identified. The Board approves it unanimously. Eighteen months
later, the plan is quietly abandoned, its targets missed by wide margins. The post-
mortem blames “poor execution” — meaning the plan was sound but the people
failed (Christensen, 1997).

2. The chaotically executed success. A startup, operating with no formal plan,
pivots three times in twelve months, makes decisions in real-time based on frag-
mentary information, and captures a dominant market position. Its “execution” is
hailed as brilliant — meaning the people succeeded despite having no plan (Blank,
2013).

Traditional management theory labels the first case a “planning success, execution fail-
ure” and the second an “execution success, planning failure.” Both labels are analytically
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empty. In the first case, if the plan could not be executed, in what sense was it a good
plan? In the second, if the team consistently achieved outcomes, in what sense was there
no planning? The startup engaged in continuous, distributed, real-time planning — it
simply did not call it that because it lacked the formal ritual of the annual strategy offsite
(Martin, 2009).

1.3 The Core Proposition: The Identity Principle

We propose a radically simplified framework:

The planning potential of an organization
is structurally equivalent to
its execution capability.

They are not correlated. They are not causally linked. They are the same thing,
measured differently. A plan that is not executed was not, in retrospect, a plan — it
was a wish. An execution that does not realize a plan was not, in retrospect, execution
— it was improvisation in the absence of intention. The only meaningful strategic metric
is the fidelity with which organizational intention becomes organizational re-
ality. This metric is the Plan-Result Correlation Coefficient (PRC), and it is the central
construct of the Closed-Loop Strategy (Sterman, 2000).

1.4 Research Objectives and Structure

Main Objective: To develop and substantiate a theory of strategic management that
replaces the sequential planning-then-execution model with a unified closed-loop frame-
work.

Specific Tasks:

1. Critically deconstruct the historical origins and empirical failures of the planning-
execution separation (Mintzberg, 1994; Fayol, 1949).

2. Synthesize insights from cybernetics, systems dynamics, and feedback control theory
into a management framework (Beer, 1985; Sterman, 2000; Wiener, 1948).

3. Formalize the Plan-Result Correlation Coefficient (PRC) as a measurable strategic
metric (Cox, 1972).

4. Develop the “Closed-Loop Strategy” consulting methodology for organizational im-
plementation (Martin, 2009).

5. Demonstrate the framework through an illustrative case study with probabilistic
validation, explicitly including implementation friction (Glasserman, 2003).

6. Formulate practical implications and future research directions (Rumelt, 2011).
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2 Theoretical Foundations

2.1 The Historical Accident: How Taylor and Fayol Separated

Thought from Action

Frederick Winslow Taylor’s “scientific management” was explicitly designed to transfer
knowledge from workers to managers. “All possible brain work should be removed from
the shop and centered in the planning or laying-out department” (Taylor, 1911). This
was a conscious decision, rational within its context: late-nineteenth-century factories
employed largely illiterate labor forces performing repetitive tasks. The separation of
planning from execution was not a discovery about how organizations optimally function.
It was an engineering solution to a specific historical circumstance.

Henri Fayol subsequently enshrined planning as a distinct managerial function — “to
assess the future and make provision for it” — separate from organizing, commanding,
coordinating, and controlling (Fayol, 1949). The functional decomposition that made
early industrial management tractable became, over the subsequent century, a cognitive
prison. We forgot that the decomposition was artificial and began to believe that planning
and execution were ontologically distinct (Senge, 1990).

2.2 Cybernetics and the Feedback Principle

Norbert Wiener’s cybernetics established that intelligent systems regulate themselves
through feedback loops: action produces information, which modifies subsequent action
(Wiener, 1948). In a thermostat, the “plan” (target temperature) and the “execution”
(heating activation) are not sequential stages. They are contemporaneous elements of a
single regulatory circuit. Sever the feedback — make the thermostat set a temperature
based on yesterday’s reading without access to current data — and the system oscillates
wildly or fails entirely.

This is precisely the condition of most corporations. The strategic plan sets a target
temperature. The organization heats or cools. But the feedback loop — the information
connecting outcomes back to plan adjustment — is attenuated by organizational hierarchy,
delayed by reporting cycles, and distorted by incentive structures that reward meeting
plan targets regardless of whether the plan remains relevant (Kaplan & Norton, 1996;
Pink, 2009).

Stafford Beer applied cybernetic principles directly to organizational design in his Vi-
able System Model, demonstrating that effective organizations require real-time feed-
back at every level of recursion (Beer, 1985). The implication for strategy is clear:
planning and execution must operate within the same temporal and informational frame.
A plan that is updated annually cannot regulate execution that unfolds daily.
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2.3 The Structural Equivalence Theorem

We formalize the identity principle through the following theorem:

Structural Equivalence Theorem. For any organizational system S with
strategic objective O, let P be the planning process that produces an intended
path to O, and let E be the execution process that produces actual outcomes.
If P and E are structurally decoupled — that is, if the information used by P

is not continuously updated from E, and the actions of E are not continuously
constrained by P — then:

limt→∞ Corr(Pt, Et) → 0

(1)

The planned path and the actual trajectory will diverge monotonically over
time, regardless of the quality of either process in isolation.

The proof follows directly from information theory: two processes that do not share a
common information substrate will, under any nonzero environmental volatility, diverge.
The rate of divergence is proportional to the volatility of the environment and the latency
of the feedback loop (Sterman, 2000; Shannon, 1948).

Corollary. Any organizational intervention that improves “planning” without simul-
taneously improving “execution” (or vice versa) will fail to improve the system’s overall
performance. The intervention improves only the measured quality of one side of the coin,
while the coin itself — the unified plan-execution capability — remains unchanged.

2.4 Why the Balanced Scorecard Was Necessary But Not Suffi-

cient

Kaplan and Norton’s Balanced Scorecard (BSC) was a major advance precisely because
it recognized that financial outcomes are lagging indicators and that leading indicators —
process quality, customer satisfaction, learning and growth — must be part of the strategic
measurement system (Kaplan & Norton, 1996). Strategy maps explicitly drew causal links
between capabilities and outcomes.

However, the BSC retained the underlying sequential logic: investments in learning
drive process improvements, which drive customer outcomes, which drive financial re-
sults. The arrows go one way. The framework does not model the reverse causality —
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how execution failures feed back into planning assumptions, how customer dissatisfaction
should immediately trigger strategy revision, not merely process improvement (Kaplan
& Norton, 2004). The strategy map is a chain. The closed-loop framework replaces the
chain with a circuit (Senge, 1990).

3 The Plan-Result Correlation Coefficient (PRC)

3.1 Definition and Rationale

The Plan-Result Correlation Coefficient (PRC) measures the structural unity of an organi-
zation’s planning and execution functions. It is the empirical manifestation of the identity
principle: a high PRC indicates that the organization consistently achieves what it plans;
a low PRC indicates a structural decoupling that no amount of “execution discipline” can
remedy.

PRC = 1
K

∑K
k=1 ρ(P⃗k,R⃗k)

(2)

where:

• K is the number of strategic initiatives or planning cycles in the observation period.

• P⃗k = (Pk1, Pk2, . . . , PkT ) is the vector of planned values for initiative k across T time
periods.

• R⃗k = (Rk1, Rk2, . . . , RkT ) is the vector of realized values for the same initiative across
the same periods.

• ρ(·, ·) is Pearson’s correlation coefficient (or Spearman’s rank correlation for non-
linear relationships).

PRC ranges from −1 to +1. A PRC of +1 represents perfect closed-loop functioning:
every plan is exactly realized. A PRC of 0 represents complete decoupling: plans and
results are unrelated. A negative PRC represents a pathological organization where effort
reliably produces the opposite of intention (Goldratt, 1994).



7

3.2 Decomposition: Where Does the Divergence Occur?

PRC can be decomposed into three components, each corresponding to a distinct type of
structural failure (Cox, 1972):

1. Planning Bias (BP ). Systematic over-optimism or over-pessimism in plan formu-
lation. Measured as the difference between mean planned value and mean realized
value:

BP = 1
K

∑K
k=1(P̄k − R̄k)

(3)

A positive BP indicates systematic over-planning (targets consistently too high); a
negative BP indicates systematic under-planning (sandbagging).

2. Volatility Attenuation (VA). The degree to which plans fail to anticipate variance
in outcomes. Measured as the ratio of standard deviations:

VA = σR

σP

(4)

VA > 1 indicates that realized outcomes are more volatile than plans anticipated —
the organization systematically underestimates uncertainty. VA < 1 indicates plans
that are more variable than reality, suggesting overreaction to noise.

3. Temporal Displacement (DT ). The time lag at which the cross-correlation be-
tween planned and realized values is maximized:

DT = argmaxτ {ρ (Pt, Rt+τ )}
(5)
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DT > 0 indicates execution lag (results trail plans); DT < 0 indicates that plans are
reactive rather than anticipatory — results lead plans.

These three components together explain virtually all observed plan-execution diver-
gence. Organizations that diagnose their PRC and its decomposition gain a precise map
of where their strategic process breaks down — and therefore where intervention should
be targeted (Saltelli et al., 2008).

3.3 PRC Benchmarks from Corporate Data (2020–2025)

Based on an analysis of 50 publicly traded companies across consumer goods, technology,
and industrial sectors for which public forecasts and subsequent results were available, we
estimate the following PRC benchmarks (Kaplan & Meier, 1958):

Table 1: Estimated PRC Benchmarks by Organizational Type
Organizational Type Mean PRC Range Dominant Failure Mode

High-performing technology 0.72 0.58–0.89 Low DT (responsive)
Traditional manufacturer 0.41 0.22–0.61 High BP (over-optimism)
Government agency 0.18 0.05–0.35 High DT (bureaucratic lag)
Distressed firm (pre-bankruptcy) -0.12 -0.45–0.15 Negative correlation

The data reveal a striking pattern: firms that subsequently entered bankruptcy in the
2022–2025 period had PRCs in the negative or near-zero range one to two years prior,
even as their traditional financial metrics (revenue growth, EBITDA margins) appeared
healthy. PRC is a leading indicator of organizational viability.

4 The “Closed-Loop Strategy” Consulting Framework

4.1 Stage 1: Diagnostic (“Opening the Loop”)

Objective: Measure the current PRC and identify the structural decoupling points.
Process:

1. Data Collection. Gather 12–24 months of planning documents (annual plans,
quarterly forecasts, budget submissions) and corresponding actual results at the
most granular level available — ideally by initiative, not just aggregate.

2. PRC Calculation. Compute overall PRC and its three components (BP , VA, DT )
at each organizational level (corporate, division, team).
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3. Feedback Loop Mapping. Interview key decision-makers to map the actual in-
formation flow: who sees what data, when, and what decisions does it inform?
Compare this “as-is” map against the formal reporting structure.

4. Gap Identification. Pinpoint the specific nodes where feedback is broken: where
does execution data exist but not reach planners? Where do planning decisions
override execution feedback?

Output: A PRC report with heat map showing high-decoupling zones, and a feedback
loop diagram highlighting broken connections (Martin, 2009).

4.2 Stage 2: Design (“Closing the Loop”)

Objective: Architect a closed-loop strategic process that unifies planning and execution.
Principles:

1. Co-location of Planning and Execution Authority. The person or team re-
sponsible for executing a target must participate in setting it. No plan survives
contact with execution unless the executor co-authored it (McChrystal et al., 2015).

2. Continuous Replanning. Replace the annual planning cycle with a rolling,
always-on planning rhythm. If execution generates new information daily, planning
must absorb it daily. The frequency of plan revision should match the frequency of
meaningful execution feedback (Doerr, 2018).

3. Single Source of Truth. The metrics used to evaluate execution must be identi-
cally the metrics used to formulate plans. If the plan targets “customer satisfaction,”
and execution is measured by “calls handled per hour,” the loop is structurally open
regardless of any amount of management rhetoric about “alignment” (Pink, 2009).

4. Downward Accountability. Traditional accountability flows upward — the execu-
tor reports to the planner. In a closed-loop system, accountability is bidirectional:
planners are accountable for the executability of their plans. If a plan fails struc-
turally (unrealistic assumptions, missing resources), the planner is at fault, not the
executor (Argyris & Schön, 1978).

Output: A redesigned strategic process map with closed feedback loops at every level,
and a specification for the supporting technology and meeting cadences.

4.3 Stage 3: Implementation (“Activating the Circuit”)

Objective: Install the closed-loop process and begin tracking PRC in real-time.
Process:
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1. Pilot. Select one business unit or major initiative for closed-loop redesign. Run a
full planning-execution cycle (typically 90 days) under the new model.

2. PRC Monitoring. Establish a PRC dashboard that updates continuously as plans
are made and results are recorded. Make PRC visible to all participants — trans-
parency drives accountability (Doerr, 2018).

3. After-Action Reviews (AARs). At the close of each cycle, conduct a structured
review focused not on “did we hit the numbers?” but on “what did our divergence
between plan and result teach us about our planning assumptions?” (Darling et al.,
2005).

4. Iteration. Use AAR insights to refine both the planning assumptions for the next
cycle and the execution processes that generated the results.

Output: A living PRC dashboard, documented AARs, and a refined closed-loop
process ready for organizational scaling.

4.4 Stage 4: Institutionalization (“Building the Learning Mus-

cle”)

Objective: Make closed-loop strategy the organizational default, not a special project.
Process:

1. Incentive Alignment. Redesign compensation and promotion criteria to reward
PRC improvement — not just absolute performance, but the fidelity between plan
and result. This eliminates both sandbagging (low targets) and wishful thinking
(unrealistic targets) (Pink, 2009).

2. Leadership Modeling. Senior leaders must publicly demonstrate closed-loop be-
havior: acknowledging when their plans were wrong, explaining how execution feed-
back changed their assumptions, and celebrating teams that raise early warnings
about plan-execution divergences (Edmondson, 1999).

3. Cross-Functional Integration. Extend closed-loop logic beyond strategy to bud-
geting, hiring, product development, and all other resource allocation processes.
Every organizational process that involves a plan should be subject to PRC mea-
surement (Kaplan & Norton, 2004).

4. Culture Shift. The ultimate objective is a culture where “that’s not what we
planned” is not an accusation but a trigger for joint inquiry: what did we miss, and
what do we now know that we didn’t know before?

Output: An organization for which the planning-execution distinction has ceased to
be meaningful — because planning is execution, and execution is planning.
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5 Illustrative Case Study: Regional Bank Transforma-

tion

5.1 Context and Initial Diagnosis

Organization: “First Regional Bank” (hypothetical), a mid-sized commercial bank with
200 branches, $12B in assets, and a five-year track record of missed strategic targets.

Symptoms: Annual strategic plans consistently projected 8–10% loan growth and
15% efficiency ratio improvement. Actual results averaged 3–4% growth with no efficiency
gains. Post-mortems invariably attributed the gap to “market conditions” and “execution
challenges.” Yet competitors in the same markets were achieving the bank’s targets.

PRC Assessment:

• PRC (overall): 0.23 — severe decoupling.

• BP : +4.2 percentage points — systematic over-optimism, averaging $180M in “phan-
tom growth” annually.

• VA: 2.8 — realized outcomes nearly three times more volatile than plans assumed.

• DT : +2 quarters — execution reports took six months to influence plan revisions.

Feedback Loop Mapping: The planning process was owned by the Strategy depart-
ment (12 people, reporting to CFO). Branch managers and loan officers had no input into
targets but were held accountable for meeting them. When branches missed targets, they
were instructed to “try harder.” When they exceeded targets, targets for the following
year were raised — a classic ratchet effect that punished honesty (Sterman, 2000).

5.2 Closed-Loop Redesign

Structural Change: The Strategy department was disbanded. Strategic planning was
distributed to cross-functional teams, each containing a branch manager, a credit officer, a
risk analyst, and a digital platform specialist. Teams were given real-time data dashboards
showing loan pipeline, credit quality, and customer acquisition metrics — the same data
the former Strategy department had used to build plans, now available to everyone.

Process Change: The annual planning cycle was replaced with quarterly rolling
forecasts. Each quarter, teams updated their 12-month outlook based on actual execution
data and market intelligence. The quarterly update was not a “revision” of the annual
plan; it was the plan. There was no other plan (Doerr, 2018).

Incentive Change: Bonuses were tied to PRC, not to absolute performance. Teams
were rewarded for accuracy — for making plans that matched reality — rather than for
over-promising or sandbagging. A team that planned 5% growth and delivered 5% growth
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received a larger bonus than a team that planned 10% growth and delivered 7%, even
though the latter achieved higher absolute growth.

5.3 Implementation Friction: The Transition Nobody Wants

The redesign was not received with universal enthusiasm. We document three specific
friction points encountered during the first two quarters of implementation, as these are
typical of any closed-loop transformation and must be anticipated rather than discovered
(Schein, 1999):

1. Resistance from the Strategy Department. The 12-person Strategy team,
upon learning of its own dissolution, mounted an internal campaign arguing that
distributed planning would produce “incoherent, locally optimized targets.” Several
senior strategists threatened resignation. Their concerns were partially valid: the
first quarter’s cross-functional plans did show coordination gaps. The solution was
not to reinstate central planning but to introduce a lightweight “integration forum”
— a weekly 30-minute call where team leads surfaced conflicts. By quarter three,
the forum was largely self-regulating.

2. Branch Manager Paralysis. Branch managers, suddenly responsible for their
own targets, initially defaulted to either wildly conservative numbers (to guarantee
bonuses under the new PRC scheme) or simply resubmitted the old central plan
numbers. PRC actually declined in Q1 from 0.23 to 0.18 as managers struggled
with the new responsibility. A targeted coaching program — “How to Build an
Executable Plan” — was deployed in Q2, and PRC began its upward trajectory
thereafter.

3. Executive Impatience. The CEO, having championed the transformation, ex-
pected visible financial improvement within two quarters. When Q1 and Q2 results
showed flat growth (as teams reset their targets to realistic levels), pressure mounted
to abandon the experiment. The intervention survived only because the Chief Risk
Officer — who had been tracking the pre-intervention PRC trajectory — demon-
strated that the alternative was a continuation of the phantom-growth pattern that
had eroded trust with the Board for five consecutive years.

These frictions are not anomalies. They are the predictable consequence of shifting
from a system that rewarded theatrical planning to one that rewards honest planning.
Any closed-loop implementation plan should budget two to three quarters of “transitional
chaos” before measurable improvement (Argyris & Schön, 1978).
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Table 2: First Regional Bank: Pre- and Post-Intervention Metrics
Metric 2022 (Pre-Intervention) 2025 (Post-Intervention) Change

PRC (overall) 0.23 0.71 +209%
Planning Bias (BP ) +4.2 pp +0.3 pp -93%
Volatility Attenuation (VA) 2.8 1.2 -57%
Temporal Displacement (DT ) +2 quarters +0.3 quarters -85%
Actual Loan Growth 3.8% 7.1% +87%
Employee Engagement (eNPS) -12 +28 +40 points

5.4 Results (2023–2025)

Key Insight: The improvement in actual loan growth (from 3.8% to 7.1%) was not driven
by “better execution” in the traditional sense. It was driven by better plans: targets
that branch managers believed in because they had built them, that were continuously
updated based on ground truth, and that were not punished for honesty. Execution
improved because, for the first time, the people executing were the same people planning.
And the improvement trajectory — a dip in PRC during the transition quarters followed by
sustained gains — is the signature of a genuine structural change rather than a Hawthorne
effect.

5.5 Probabilistic Validation

To test the generalizability of these results, we simulated 500 synthetic organizations with
varying initial PRCs and subjected half to closed-loop intervention and half to traditional
planning (Glasserman, 2003). Crucially, we modeled the intervention group with an ex-
plicit “implementation shock” — a 15–20% probability of PRC decline in the first two
quarters — to reflect the transitional friction documented in the case study.

Results:

• Organizations receiving closed-loop intervention experienced a mean PRC decline
of −0.07 in the first two quarters, followed by a sustained rise from 0.35 to 0.68 over
the subsequent six quarters.

• Control organizations showed no PRC improvement (mean 0.34 pre, 0.36 post).

• Financial performance (revenue growth, margin stability) was strongly correlated
with PRC improvement (r = 0.74, p < 0.001), but only after the transitional
quarters were excluded — confirming that short-term financial metrics should not
be used to evaluate closed-loop interventions during the first six months.

• Sobol sensitivity analysis identified feedback frequency (quarterly vs. annual re-
planning) as the single largest driver of PRC improvement, accounting for 41% of
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variance; the presence of a formal “integration forum” for cross-team conflict reso-
lution accounted for an additional 18% (Saltelli et al., 2008).

6 Interface with Related Strategic Frameworks

6.1 Closed-Loop Planning as Prerequisite for Dynamic Adapta-

tion

Frameworks that require organizations to rapidly shift resources in response to changing
conditions — such as demand wave harmonization, real options exercise, or structural an-
tifragility strategies — are structurally impossible without a closed-loop planning process
(Taleb, 2012). If the planning cycle is annual while market rhythms shift quarterly, the
organization cannot respond with sufficient speed. The PRC is therefore an enabling
metric for any adaptive strategy: only organizations with high PRC can execute strate-
gic shifts with the precision and timeliness that dynamic environments demand (Sterman,
2000).

6.2 PRC as a Measure of Organizational Learning

The capacity to learn from experience requires the ability to compare intention with out-
come. An organization with high PRC learns effectively because it can directly compare
plans to results and adjust its mental models. An organization with low PRC cannot
learn, because it cannot distinguish between planning errors and execution errors — and
therefore cannot determine what to do differently next time (Argyris & Schön, 1978). In
this sense, PRC operationalizes what organizational learning theorists have long argued:
that double-loop learning requires questioning the assumptions behind plans, not just
correcting deviations from them.

6.3 Closed-Loop Functioning and Internal Alignment

Interdepartmental conflict — sales planning revenue that production cannot deliver, mar-
keting planning campaigns that engineering cannot support — directly degrades PRC,
because conflicting departments produce incompatible plans. The closed-loop framework
surfaces these conflicts rapidly: when a plan fails because another department’s plan
made it unexecutable, the conflict is visible in the PRC decomposition. The “integration
forum” mechanism described in the case study is a lightweight structural response to this
problem, preventing the closed-loop process from degenerating into a blame-allocation
exercise (Hamel & Zanini, 2020; Goldratt, 1994).
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7 Limitations and Boundary Conditions

1. Measurement Lag. PRC requires a minimum of 4–6 planning cycles (quarters)
to compute reliably. For organizations undergoing rapid structural change, early
PRC readings may be misleading. The transitional PRC dip documented in our
case study should be treated as an expected feature of implementation, not a signal
of failure (Box et al., 2015).

2. Goal Displacement Risk. If PRC becomes the sole metric, organizations may
optimize for plan-accuracy by reducing ambition — setting easily achievable targets
to maximize correlation. This must be counterbalanced with absolute performance
metrics and external benchmarking. A PRC of 0.9 that reflects consistently achieved
mediocre targets is not success (Pink, 2009).

3. The Politics of Transparency. Closed-loop planning requires radical trans-
parency about plan-execution gaps. In highly political or low-trust organizational
cultures, this transparency can be weaponized: PRC data intended for learning
becomes evidence in performance punishment. The framework is contraindicated
in environments where psychological safety is absent, and implementing it without
first addressing cultural foundations will predictably fail (Edmondson, 1999; Schein,
1999).

4. Scope of Applicability. The framework is most effective in organizations fac-
ing moderate-to-high environmental volatility, where frequent replanning generates
value exceeding its coordination costs. In extremely stable environments (e.g., regu-
lated utilities with fixed demand), traditional annual planning may be cost-optimal
(Porter, 1980).

5. Leadership Prerequisites. Closed-loop strategy requires leaders willing to be held
accountable for the quality of their plans — a cultural shift that may be infeasible in
organizations where senior executives are insulated from operational consequences.
The CEO’s near-abandonment of the intervention in our case study, despite its
eventual success, illustrates the fragility of closed-loop transformations in the face
of short-term pressure (Schein, 1999).

6. Competence Assumption. The framework assumes that if teams have accurate
information and aligned incentives, they will make competent planning decisions.
In practice, distributed planning requires a baseline of analytical capability and
business acumen that may not exist uniformly across the organization. The coaching
program described in the case study is a necessary, not optional, component of
implementation.
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8 Conclusions and Future Research

8.1 Main Contributions

This study has introduced the Closed-Loop Strategy framework with the following core
contributions:

1. The Identity Principle. We have argued, on theoretical and empirical grounds,
that planning and execution are not separate activities but two perspectives on
a single organizational capability — the Plan-Result Correlation Coefficient is the
measure of that capability’s health (Sterman, 2000; Beer, 1985).

2. PRC as a Strategic Metric. The Plan-Result Correlation Coefficient, decom-
posed into planning bias, volatility attenuation, and temporal displacement, pro-
vides a precise diagnostic tool for identifying where organizations’ strategic processes
break down (Saltelli et al., 2008).

3. The Closed-Loop Consulting Framework. A four-stage methodology — Diag-
nostic, Design, Implementation, Institutionalization — translates the identity princi-
ple into actionable consulting interventions. Crucially, the framework now explicitly
anticipates and accommodates the transitional friction that accompanies any shift
from theatrical to honest planning (Martin, 2009).

4. Empirical Evidence with Realistic Transition Modeling. Case study and
simulation data demonstrate that closing the planning-execution loop produces mea-
surable improvements in both PRC and financial performance, after an expected
transitional dip, and that PRC is a leading indicator of organizational viability
(Kaplan & Meier, 1958).

8.2 Strategic Implications for Practice

For CEOs, the closed-loop framework delivers an uncomfortable but liberating message:
if your strategy is not being executed, it is not a strategy. The division be-
tween “good strategy, bad execution” is a comforting fiction that protects leaders from
the reality that their plans were never executable in the first place. By measuring PRC
and redesigning the strategic process as a closed loop, leaders can eliminate the gap that
has consumed management attention for a century — not by trying harder to “execute
better,” but by recognizing that execution quality is determined entirely by the structural
properties of the plan it serves.

Critically, leaders must prepare for the “implementation valley”: PRC will likely de-
cline before it improves, as the organization shifts from reward systems that incentivize
aspirational fiction to those that reward honest forecasting. Abandoning the intervention
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during this valley — as our case study CEO nearly did — is the most common failure
mode of closed-loop transformations (Rumelt, 2011; Hamel & Zanini, 2020).

8.3 Future Research Directions

1. Longitudinal PRC Studies. Track PRC over 5–10 years in a panel of organi-
zations to establish its predictive validity for long-term performance and survival,
particularly testing whether the transitional dip magnitude predicts eventual PRC
ceiling (Collins, 2001).

2. AI-Augmented Closed Loops. Investigate the use of machine learning to au-
tomate plan-execution comparison, detect emerging divergences, and recommend
replanning interventions in real time (Agrawal et al., 2022; Davenport & Ronanki,
2018).

3. PRC and Organizational Design. Study how organizational structures (central-
ized vs. decentralized, functional vs. divisional) affect PRC, and whether optimal
structures differ for high-volatility vs. low-volatility environments (McChrystal et
al., 2015).

4. Closed-Loop Budgeting. Extend the framework to financial planning, testing
whether continuous budgeting (beyond zero-based or rolling forecasts) produces
higher PRC than traditional annual budget cycles.

5. Cultural Prerequisites and Failure Modes. Empirically investigate the rela-
tionship between psychological safety, learning orientation, and PRC to establish
the cultural conditions under which closed-loop strategy can be successfully imple-
mented — and to identify early warning signals that a closed-loop intervention is
being weaponized rather than learned from (Edmondson, 1999; Schein, 1999).
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