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Getting Started






I. Orientation




1 Toward an Atlas of Organizational Change



Look ahead twenty or thirty years. Does anyone expect the next twenty years to be less tumultuous than the last twenty years? Given the changes expected in technology, biology, medicine, social values, demography, the environment, and international relations, what kind of world might humanity face? No one can say for sure, but one thing is reasonably certain: Continuing challenges will tax our collective abilities to deal with them. Failure to rethink our enterprises will leave us little relief from our current predicaments: rising turbulence causing rising stress; increasing disconnection and internal competitiveness; people working harder, rather than learning how to work smarter; and increasingly intractable problems beyond the reach of any individual or organization. If you are an organizational leader, someone at any level concerned deeply about these challenges, then you face a daunting task. In effect, you are engaged in a great venture of exploration, risk, discovery, and change, without any comprehensive maps for guidance.


Actually, for most of human history, intrepid explorers have set out on their journeys of discovery without comprehensive maps. The “portolans” and “rutters” of the European Renaissance, for example, were hand-drawn charts describing specific routes along byways and coastlines, often derived from the hasty notes of previous travelers. No one expected them to provide more than rough guidance. Sea and land alike were turbulent, ever-changing environments. Currents and wind patterns shifted. Vegetation evident in August might be gone the following March. Storms altered the contours of sandbars and shoals.


Yet, however imperfect, maps and guides have been among humankind’s most treasured artifacts—jealously guarded, often worth more than gold. The sixteenth-century explorer Ferdinand Magellan quashed an on-board mutiny because he kept his maps hidden, and thus made himself indispensable; only he knew where to pilot the ships. Even today, in an age of satellite positioning and cellular telephony, sailors and fishing fleets still regard hand-drawn rutters passed on among family and friends as their most precious cargo.


Not surprisingly, the first atlas makers, who gathered and collected those charts and notes into books and portfolios, changed history. Some, like the sixteenth-century Spanish royal court-appointed “pilot major,” Amerigo Vespucci, were former explorers themselves. In Seville, Vespucci hung a giant wall chart where navigators sailing into port traced their discoveries. (Less favored map publishers had to bribe sailors and courtiers, or ply them with drink.) Vespucci’s efforts did not go unrewarded: He was credited, for a time, with discovering the “Americas,” and the Western Hemisphere still bears his name.


Ultimately, however, the most significant atlas maker of his time contributed something more important than just a name to history. Gerardus Mercator, a Flemish mathematician, created a medium for systematically organizing diverse data into a coherent image of the Earth as a whole. He drew the first map of the world on a grid of uniform north-south, east-west parallels. Not just Europe and the “Indies,” but all of the inhabited continents could fit. To be sure, Mercator’s world map was distorted: Greenland appeared almost as big as Africa (due to projecting a three-dimensional surface onto a two-dimensional map), and he placed almost two thirds of the globe above the equator, an unabashedly Eurocentric view. But Mercator’s framework enabled cartographers to gradually assemble the tales of many journeys onto one global picture. The grid framework ushered in a new era of scientific mapmaking.


We, the authors of this book, likewise aspire to establish a simple and systematic way to organize the diverse tales recounted by organizational change explorers into a coherent whole.


See The Fifth Discipline: The Art and Practice of the Learning Organization, by Peter Senge (New York: Doubleday/Currency, 1990), and The Fifth Discipline Fieldbook: Strategies and Tools for Building a Learning Organization, by Peter Senge, Art Kleiner, Charlotte Roberts, Rick Ross, and Bryan Smith (London: Nicholas Brealey Publishing, 1994).


At first glance, it appears that people seeking change in organizations have very different goals in mind. Some seek the “accelerating,” “visionary,” or “intelligent” organization; others, the “innovative,” “living,” “adaptive,” or “transformational” company. They try total quality, re-engineering business processes, “boundarylessness,” strategic alliances, or scenario planning. Drawing upon the predecessors to this book (The Fifth Discipline and The Fifth Discipline Fieldbook), many seek to build “learning organizations.” But despite the different labels, common aspirations guide most of their efforts. They are trying to respond quickly to external changes and think more imaginatively about the future. They want better relationships, with less games-playing and more trust and openness. They want to unleash employees’ natural talents and enthusiasm. They hope to move genuinely closer to their customers. Through all of this, they are striving to shape their destiny, and thereby achieve long-term financial success.


Our sources on the history of mapmaking and exploration included: The Story of Maps by Lloyd A. Brown (Boston: Little, Brown, 1949); History of Cartography by Leo Bagrow (Chicago: Precedent Publishing, 1985); and A World Lit Only by Fire by William Manchester (Boston: Little, Brown, 1992).


Current management literature is full of practical advice and suggestions; but it lacks a way to effectively organize diverse insights. Like the portolans and rutters of yore, it can only orient people relative to a predetermined path and destination, not relative to a broader terrain. The framework developed in the following pages represents an alternative—a simple “grid.” Undoubtedly, there are flaws. Like Mercator’s Eurocentrism, some of these imperfections may only become evident years from now, as we see the flaws in our assumptions. Other flaws may be inherent limitations of the framework itself, like the distortion of Greenland. And it is impossible to say what measure of success will meet this new mapmaking endeavor. But without better maps, it is extremely unlikely that organizational change efforts will ever sustain themselves. Each new adventure will be the first.


We thus hope that, over time, the framework of “the dance of change” will provide a starting point, enabling all of us who care deeply about building new types of organizations to become part of a common knowledge-building process, leading gradually to better maps and healthier organizations.



2 The Life Cycle of Typical Change Initiatives



Peter Senge


Most change initiatives fail. Two independent studies in the early 1990s, one published by Arthur D. Little and one by McKinsey & Co., found that out of the hundreds of corporate Total Quality Management (TQM) programs studied, about two thirds “grind to a halt because of their failure to produce hoped-for results.” Reengineering has fared no better; a number of articles, including some by reengineering’s founders, place the failure rate somewhere around 70 percent. Harvard’s John Kotter, in a study of one hundred top management–driven “corporate transformation” efforts, concluded that more than half did not survive the initial phases. He found a few that were “very successful,” and a few that were “utter failures.” The vast majority lay “. . . somewhere in between, with a distinct tilt toward the lower end of the scale.” Clearly, businesses do not have a very good track record in sustaining significant change. There is little to suggest that schools, healthcare institutions, governmental, and nonprofit institutions fare any better.


The many, many references about these failures include: The Economist, April 18, 1992 (describing the Arthur D. Little and McKinsey studies); “Why Do Employees Resist Change?” by Paul Strebel, Harvard Business Review, May/June 1996, p. 86 (cites a 20–50% reengineering success rate); “Leading Change: Why Transformation Efforts Fail,” by John P. Kotter, Harvard Business Review, Mar/Apr 1995, p. 59; and “Reengineering: A Light That Failed,” by James Champy, Across the Board, vol. 32, no. 3 , pp. 27–31, March 1995.


Even without knowing the statistics, most of us know firsthand that change programs fail. We’ve seen enough “flavor of the month” programs “rolled out” from top management to last a lifetime. We know the cynicism they engender. We have watched ourselves and others around us “salute the flag” and then say privately, “Here we go again,” and “This will never work.” Some companies even create their own jargon to laugh a bit at their skepticism: At Harley-Davidson, management’s latest great ideas are greeted with the phrase “AFP,” which is translated publicly as: “Another Fine Program.”


This failure to sustain significant change recurs again and again despite substantial resources committed to the change effort (many are bankrolled by top management), talented and committed people “driving the change,” and high stakes. In fact, executives feeling an urgent need for change are right; companies that fail to sustain significant change end up facing crises. By then, their options are greatly reduced, and even after heroic efforts they often decline.


Our core premise in writing this book is that the sources of these problems cannot be remedied by more expert advice, better consultants, or more committed managers. The sources lie in our most basic ways of thinking. If these do not change, any new “input” will end up producing the same fundamentally unproductive types of actions.


To understand why sustaining significant change is so elusive, we need to think less like managers and more like biologists. We can start by seeing that, over time, most change initiatives follow a generic life cycle that looks something like the diagram on the following page.


The innovative practices advocated by the initiative—be it total quality management, process redesign, or “building a learning organization”—grow for a while and then stop growing. Maybe they cease altogether. Maybe the initiative persists at a low level, the religion of a small group of “true believers.” Either way, the initial growth fails to realize its potential. It is understandable that many innovative new practices do not spread because they turn out never to generate sufficient benefits. But what about those that do demonstrate significant benefits and still do not spread, as occurs with a great many promising innovations that “die on the vine” in large corporations? The dashed curve on the diagram indicates the potential growth that the innovative practice could have enjoyed. Why, if the new ideas or tools or processes had real potential, did they only penetrate to 1 percent of the organization? Why was only 5 percent improvement in new product development rate achieved when there might have been a 100 percent improvement? Why did momentum die out?
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As any biologist would immediately say, the curve in the diagram is not idiosyncratic to organizational change efforts. It traces the pattern followed by anything that grows in nature, even something that grows and dies “prematurely.” In fact, the s-shaped growth pattern occurs so consistently in biology that it has its own name: “sigmoidal” growth. All individual organisms, from humans to beetles, likewise grow according to the same pattern: accelerating, then gradually slowing until “full” adult size is reached. Biological populations grow the same way: accelerating for a time, then gradually slowing. This pattern recurs again and again in nature because of the way nature generates and controls growth.


For examples of change initiatives and innovations that did not realize their potential (even though they eventually became highly influential), see The Age of Heretics, by Art Kleiner (London: Nicholas Brealey Publishing, 1996) or Failure in Organization Development and Change: Cases and Essays for Learning, by Philip H. Mirvis and David N. Berg, editors (New York: John Wiley and Sons, 1977).


All growth in nature arises out of an interplay between reinforcing growth processes and limiting processes. The seed contains the possibility for a tree, but it realizes that possibility through an emergent reinforcing growth process. The seed sends out small feelers. These primitive roots draw in water and nutrients. This leads the roots to expand farther, drawing in more water and nutrients, leading to further expansion—more water, nutrients, and so on. The initial growth process is under way. But how far it progresses depends on a host of limits: water, nutrients in the soil, space for the roots to expand, warmth. Eventually, as the tree begins to extend beyond the surface, other limits will come into play: sunlight, space for the tree’s branches to spread, insects that destroy the tree’s leaves.


When growth stops “prematurely,” before the organism reaches its potential, it is because the growth has encountered constraints that could be avoided, that are not inevitable. Other members of the species will grow more because they do not encounter the same constraints. Any particular limit mentioned above—not enough water, nutrients, or space for the root system—could potentially keep the seed from growing.


What, then, can biology teach us about the growth and premature death of organizational change initiatives?


First, it immediately suggests that most leadership strategies are doomed to failure from the outset. Leaders instigating change are often like gardeners standing over their plants, imploring them: “Grow! Try harder! You can do it!” No gardener tries to convince a plant to “want” to grow: If the seed does not have the potential to grow, there’s nothing anyone can do to make a difference.


Second, it suggests that leaders should especially focus on understanding the limiting processes that could slow or arrest change. Above all else, the gardener must understand the constraints that can limit growth and attend to these constraints. Why should this be any different for leaders seeking to sustain significant change? Entreating people to try harder, to become more committed, to be more passionate cannot possibly have much lasting effect. The biological world teaches that sustaining change requires understanding the reinforcing growth processes and what is needed to catalyze them, and addressing the limits that keep change from occurring.


So, what types of limits might these be? What are some of the constraints that all efforts to sustain significant change encounter? One insight may lie in a phrase that became common in the heyday of TQM. I remember sitting in a meeting in the mid-1980s with a group of managers on the vanguard of TQM at a leading U.S. manufacturer. “We’ve picked all the low hanging fruit,” one stated. When I asked what he meant, he said, “We’ve done all the easy things. In truth, things were so bad in many of our production facilities that it was enough just to give people a little bit of authority to fix practices that many had known needed to be changed for a long time. Now we’re up against much tougher problems and the rate of improvement is declining. Now we’re up against problems where the real problem is us, the management. We’re pretty good at directing others to change, but not so great at changing ourselves.”


Most serious change initiatives eventually come up against issues embedded in our prevailing system of management. These include managers’ commitment to change as long as it doesn’t affect them; “undiscussable” topics that feel risky to talk about; and the ingrained habit of attacking symptoms and ignoring deeper, systemic causes of problems.


We are limited in dealing with such issues by our collective learning capabilities. Shared commitment to change develops only with collective capability to build shared aspirations. People start discussing “undiscussable” subjects only when they develop the reflection and inquiry skills that enable them to talk openly about complex, conflictive issues without invoking defensiveness. People start seeing and dealing with interdependencies and deeper causes of problems only as they develop the skills of systems thinking. In my experience, if basic learning capabilities like these are deficient, then they represent a fundamental limit to sustaining change.


The capabilities referred to here are embodied in the five “learning disciplines” of The Fifth Discipline: personal mastery and shared vision (aspiration), mental models and team learning (reflection and inquiry), and systems thinking.


Most advocates of change initiatives, be they CEOs or internal staff, focus on the changes they are trying to produce and fail to recognize the importance of learning capabilities. This is like trying to make a plant grow, rather than understanding and addressing the constraints that are keeping it from growing. Consequently, their initiatives are doomed from the start to achieve less than their potential—until building learning capabilities becomes part of the change strategy.


I am indebted to Nitin Nohria of Harvard for pointing out how inadequate learning capabilities limit most change initiatives.—Peter Senge


But . . . there remains a problem. For the past ten years and longer, many people have been doing just that—building learning capabilities as an essential part of producing more effective work practices. We often call these “learning initiatives.” Many have had great success. But just as many have failed. And, where success has been achieved, innovators continue to struggle to sustain momentum. Obviously, building learning capabilities is necessary, but not sufficient.


I have come to the conclusion that what is missing is more subtle. In practice, most learning initiatives do not reflect any deep understanding of nature’s growth dynamics. In effect, they deal only with the growth processes and not with the limiting processes. Developing learning capabilities in the context of working groups and real business goals can lead to powerful reinforcing growth processes. This has been the focus of most of the “learning organization work” for the past twenty years. Activating the self-energizing commitment and energy of people around changes they deeply care about has been the key to the many successes that have been achieved. But, nothing in nature grows in the absence of limiting processes. And, we have given these limiting processes much too little attention. This is why so many learning initiatives, like so many other change initiatives, ultimately fail to sustain momentum.


The quote from Humberto Maturana is from “Biosphere, Homosphere, and Robosphere: What has that to do with business?,” a presentation at the Society for Organizational Learning (SoL), June 23–24, 1998, re-created by Pille Bunnell. An edited transcript by Maturana and Bunnell is available through SoL; for access, see http://www.fieldbook.com/sol.html. Also see The Tree of Knowledge, by Humberto Maturana and Francisco J. Varela (Boston: Shambala/Random House, 1987, 1992); Autopoiesis and Cognition: The Realization of the Living, by H. R. Maturana and Francisco Varela (Boston: D. Reidel Publishing Co., 1980); the Observer Web site, dedicated to Maturana and Varela’s work: http://www.informatik.umu.se/~rwhit/AT.html and the Fieldbook referrals to Maturana’s work at http://www.field book.com/maturana.html.


Sustaining any profound change process requires a fundamental shift in thinking. We need to understand the nature of growth processes (forces that aid our efforts) and how to catalyze them. But we also need to understand the forces and challenges that impede progress, and to develop workable strategies for dealing with these challenges. We need to appreciate “the dance of change,” the inevitable interplay between growth processes and limiting processes. As Chilean biologist Humberto Maturana puts it, “Every movement is being inhibited as it occurs.” This is nature’s way. We can either work with it, or work against it.


This requires us to think of sustaining change more biologically and less mechanistically. It requires patience as well as urgency. It requires a real sense of inquiry, a genuine curiosity about limiting forces. It requires seeing how significant change invariably starts locally, and how it grows over time. And it requires recognizing the diverse array of people who play key roles in sustaining change—people who are “leaders.”



3 The Leadership of Profound Change



Toward an ecology of leadership


Peter Senge


THE MYTH OF THE HERO-CEO


“Significant change only occurs when it is driven from the top.” “There is no point in going forward unless the CEO is on board.” “Nothing will happen without top management buy-in.”


How many times have we all heard these familiar refrains, and simply accepted them as “the way things are”? Probably many times, and yet there are good reasons to challenge these hoary truisms. The evidence for top management’s power to direct large organizations to change is thin at best. Everywhere one hears of CEOs’ needing to “transform” their organizations, yet the examples of successful, sustained transformation are few. Moreover, in this “age of empowerment,” doesn’t it seem a bit strange that we are asked to accept the singular power of top executives so unquestionably? How can we hope to bring about less hierarchical, authoritarian organizations solely through recourse to hierarchical authority?


In fact, the myth of the omnipotent CEO is merely a special case of a deeper cultural icon, the myth of the hero-leader. According to this shared story, leaders are the few special people blessed with the capability for command and influence. They have become leaders precisely because of their unique mix of skill, ambition, vision, charisma, and no small amount of hubris. They can overcome the blocks that stymie everyone else. They make great things happen. The implication is clear: If you too want to make a difference, you had better be one of these special people.


In the world of today’s organizations, this idealization of great leadership leads to an endless search for heroic figures who can come in to rescue the rest of us from recalcitrant, noncompetitive institutions. But might this very thinking be a key reason such institutions prevail? Might not the continual search for the hero-leader be a critical factor in itself, diverting our attention away from building institutions that, by their very nature, continually adapt and reinvent themselves, with leadership coming from many people in many places, not just from the top?


I have come to see our obsession with the hero-CEO as a type of cultural addiction. Faced with the practical needs for significant change, we opt for the hero-leader rather than eliciting and developing leadership capacity throughout the organization. A new hero-CEO arrives to pump new life into the organization’s suffering fortunes. Typically, today, the new leader cuts costs (and usually people), and boosts productivity and profit. But the improvements do not last. Many of the leader’s grand strategies never get implemented; instead, people cling to habitual ways of doing things. New ideas do not spring forth from people at the front lines because they are too intimidated to stick their neck out. Energies are not released to create new products or new ways to meet customer needs because people are too busy competing with one another to please their bosses. Sooner or later, new crises ensue, giving rise to the search for new hero-leaders. In effect, the myth of the hero-leader creates a reinforcing vicious spiral of dramatic changes imposed from the top, and diminished leadership capacity in the organization, leading eventually to new crises and yet more heroic leaders.


Worshipping the cult of the hero-leader is a surefire way to maintain change-averse institutions. In fact, one can hardly think of a better strategy to achieve precisely this goal. The price that we all pay, in the long run, is incalculable: institutions that lurch from crisis to crisis, continual stress on the members of those institutions, mediocre (at best) long-term financial performance, and a subtle, pervasive reinforcement of the point of view that “common people” are powerless to change things.


In the business world, the vicious addictive spiral extends into the investment community. Investor pressures for improved short-term financial performance lead to calls for more aggressive top management. New hero-leaders come forward who can boost short-term performance. But their strategies typically preclude long-term investments in developing collective capacities to innovate, thereby guaranteeing long-term mediocre financial results. This, in turn, leads to more pressures from investors and more hero-leaders. In other words, the investment community paradoxically colludes in sustaining a system guaranteed to undermine creation of wealth in the long run.


A DIFFERENT VIEW OF EXECUTIVE LEADERSHIP


Now consider a different set of statements:


“Little significant change can occur if it is driven only from the top.” “CEO proclamations and programs rolled out from corporate headquarters are a great way to foster cynicism and distract everyone from real efforts to change.”


“Top management buy-in is a poor substitute for genuine commitment and learning capabilities at all levels in an organization. In fact, if management authority is used unwisely, it can make such commitment and capability less likely to develop.”


These views are not just heard at lower levels in the hierarchy; they are echoed by senior executives in organizations that have achieved some sustained success.


“When I first came in as CEO,” Shell Oil’s Phil Carroll has said, “everyone thought, ‘Phil will tell us what to do.’ But I didn’t have the answer, thank goodness. If I had, it would have been a disaster.”


Harley-Davidson chairman Rich Teerlink has commented: “Anyone who thinks a CEO can drive this kind of change is wrong.”


And Charles Szulak, former President of Visteon Automotive Systems at Ford Motor Company, has said, “Carrying significant change through an organization of eighty-two thousand people cannot possibly be done by a handful of people at the top.”


There are good reasons why these executives, and others like them, have come to hold more humble views about the powers of executive leadership. First, they know that people, especially in large organizations, have become cynical about “flavor of the month” management fads.


Second, they appreciate the fundamental differences between compliance and commitment. The word “commitment” has become fashionable because it is widely believed that “high commitment” work environments are more productive, and probably also because many managers feel uncomfortable telling people to “comply” with management’s directives. But the simple fact is that most management-driven change efforts do not require commitment. They are built around compliance. Either people comply with the new reorganization, or they know they will be at odds with their bosses. Knowing that it is difficult to discern visions from commands when they travel down the hierarchy, savvy senior managers use the power of their position with great care—because they seek to foster more than just compliance.


For more about the relationship between “commitment” and “compliance,” see The Fifth Discipline, p. 218.


Deep changes—in how people think, what they believe, how they see the world—are difficult, if not impossible, to achieve through compliance. Reflecting on twenty years of leading change toward more value-based work environments, retired Hanover Insurance CEO Bill O’Brien says, “What people pressuring for management to ‘drive’ cultural change don’t understand is: A value is only a value when it is voluntarily chosen.”


Last, thoughtful executives know that many top management initiatives are not just ineffective, they often make matters worse. This is not just true for short-term financially driven changes that increase fear and internal competitiveness. It is equally true for many management efforts to improve organizational effectiveness. For example, Harvard’s Chris Argyris has shown how management efforts to improve internal communications—like employee surveys, focus groups, and “360 feedback”—can give people anonymous ways to “tell management what is wrong” without assuming any responsibility for improving matters. The feedback process thereby subtly reinforces the view that management is the source of problems and only management has the power to fix them.


If the power of top management is in fact limited, why then do people in organizations continue to cling to the belief that only the top can drive change? As Argyris suggests, this belief allows us all to continue to hold the top responsible for whether or not change happens. While that view might be disempowering on one level, it provides a convenient strategy if our real goal is to preserve the status quo. Moreover, there are different types of change, some of which—like reorganizing or creating a new corporate strategy—can only be brought about by top management. Such top-driven changes are familiar to most of us—but they do not reduce fear and distrust, nor unleash imagination and creativity, nor enhance the quality of thinking in the organization. When people confuse top-driven change and profound change, it’s easy to hold an exaggerated view of the power of top management, a confusion that no doubt persists among some top managers as well. Finally, we simply have no strategy for escaping the cultural addiction to the myth of the hero-leader. In the U.S., especially, it seems to be part of our cultural DNA. One goal of this book is to contribute toward such a strategy.


See “Good Communication that Blocks Learning,” by Chris Argyris, Harvard Business Review, July/August 1994, p. 77.


CHANGE, TRANSFORMATION,
AND PROFOUND CHANGE


The original meaning of the old French word changer was “bend,” or “turn,” like a tree or vine searching for the sun. The idea that “the only constant is change” has been a truism of life since at least the time of Heracleitus, circa 500 B.C.
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Today, in business and organizations, the word “change” means several often-contradictory things. It sometimes refers to external changes in technology, customers, competitors, market structure, or the social and political environment. (“We know our world will change, and we have to adapt along with it.”) “Change” also refers to internal changes: how the organization adapts to changes in the environment. The timeless concern is whether these internal changes—in practices, views, and strategies—will keep pace with the external change.


Concerns over the pace of internal change lead executives to intervene. Hence today, “change” can also mean top-down programs like reorganizing, reengineering, and many other “re’s.” Because these change programs are typically imposed from the top, many in the organization feel threatened or manipulated by them—even if they support in principle the intent or rationale behind the management change agenda. As organizational change pioneer Richard Beckhard once put it, “People do not resist change; people resist being changed.”


Today, some managers use the word “transformation” to describe comprehensive organizational change initiatives, such as those at General Electric and Shell Oil. We chose not to do that in this book. We recognize that transformation can mean many things to many people. As W. Edwards Deming said, “Nothing changes without personal transformation.” Yet, perhaps because of the tradition of top-down change programs, we worry a bit about “corporate transformation” coming to mean “really large changes” imposed from top management. (The original Latin word transformare simply means “to change shape.”) We also worry about the word’s connotation of a singular episode of change, “transforming” the organization from one state to another. (Inventor Joseph Henry chose the term in 1830 to name his device for changing the voltage of electric current from one steady-state to another.)


In this book, we use the term “profound change” to describe organizational change that combines inner shifts in people’s values, aspirations, and behaviors with “outer” shifts in processes, strategies, practices, and systems. The word “profound” stems from the Latin fundus, a base or foundation. It means, literally, “moving toward the fundamental.” In profound change there is learning. The organization doesn’t just do something new; it builds its capacity for doing things in a new way—indeed, it builds capacity for ongoing change. This emphasis on inner and outer changes gets to the heart of the issues that large industrial-age institutions are wrestling with today. It is not enough to change strategies, structures, and systems, unless the thinking that produced those strategies, structures, and systems also changes.


[image: image]


WHAT IS LEADERSHIP AND WHO ARE THE LEADERS?


In business today, the word “leader” has become a synonym for top manager. When people talk about “developing leaders” they mean developing prospective top managers. When they ask, “What do the leaders think?” they are asking about the views of top managers.


There are two problems with this. First, it implies that those who are not in top management positions are not leaders. They might aspire to “become” leaders, but they don’t “get there” until they reach a senior management position of authority. Second, it leaves us with no real definition of leadership. If leadership is simply a position in the hierarchy, then, in effect, there is no independent definition of leadership. A person is either an executive or is not. There’s nothing more to say about leadership. End of story.


We will look at leadership differently in this book.


We will view leadership as the capacity of a human community to shape its future, and specifically to sustain the significant processes of change required to do so. This is an unusual definition of leadership today, but actually not a new one. It is a definition that we think comes closer to most people’s actual experience of leadership.


We believe, specifically, that leadership actually grows from the capacity to hold creative tension, the energy generated when people articulate a vision and tell the truth (to the best of their ability) about current reality. This also is not a new idea. “Leadership is vision,” says Peter Drucker. Or, as expressed in Proverbs 29:18, “Where there is no vision, the people perish.”


Most great leaders intuitively appreciate the principle of creative tension. Martin Luther King Jr. expressed the idea beautifully in his famous “letter from the Birmingham jail”: “Just as Socrates felt that it was necessary to create a tension in the mind, so that individuals could rise from the bondage of myths and half-truths . . . so must we . . . create the kind of tension in society that will help men rise from the dark depths of prejudice and racism.” While Dr. King is famous for his “dream,” his leadership practice centered around “dramatizing the present situation” so that people could see the current reality of racism.


“Letter from the Birmingham Jail,” by Martin Luther King, Jr., written April 16, 1963, published at http://www.ai.mit.edu/isbell/HFh/black/events and people/008.letter from jail.


By this definition, any organization has many leaders because there are many people at many levels in the hierarchy who play critical roles in generating and sustaining creative tension. Consequently, we will focus on leadership communities rather than hero-leaders. This view of leadership communities has arisen gradually over the past ten years, as we have seen again and again, diverse people in diverse positions contribute vitally to the way that an enterprise shapes its future.


In particular, we have come to appreciate the interplay between three types of leaders:


[image: image] Local line leaders: We have rarely seen any successful change initiatives that did not involve imaginative, committed local line leaders. By “local line leaders,” we mean people with accountability for results and sufficient authority to undertake changes in the way that work is organized and conducted at their local level. This local level may be limited to a few people or involve a few thousand people. Local line leaders can be plant managers, heads of product development teams, or sales managers. They can also be teachers or principals, or nurse shift managers. Local line leaders are vital because only they and their colleagues, not executives, can undertake meaningful organizational experiments to test the practical impact of new ideas and approaches.


Some of the line leaders telling their story in this book include Bob Womac at Ford Visteon (page 164), Dave Marsing at Intel (page 214), plant managers at British Petroleum (page 444), developers of practice fields at several organizations (page 91), Ehud Matya of Eskom (page 221), and the “mentors” at Covenant Insurance (page 128).


[image: image] Internal networkers, “network leaders,” or community builders: Likewise, we have never seen any examples of broad diffusion of new learning practices without the enthusiastic participation of effective internal networkers. Indeed, many studies of the diffusion of innovative practices show the importance of the informal networks through which new ideas and innovative practices spread organically in and across organizations. Internal networkers may be internal staff people, such as internal consultants or people in training or executive development departments. They may also be front line people—salespeople, manufacturing supervisors, or engineers who participate in ongoing “communities of practice.”


See, for example, Communities of Practice: Learning, Meaning, and Identity, by Etienne Wenger (New York: Cambridge University Press, 1998).


Internal networkers are a natural counterpart to local line leaders. The great strength of local line leaders is their passion for creating better results within their unit; their limitation is that they often have limited contact beyond their unit. Internal networkers complement the provincialism of local line leaders. Their strength is their ability to move about the larger organization, to participate in and nurture broad networks of alliances with other, like-minded individuals, and to help local leaders, both by assisting directly and by putting them in contact with others who share their passions and from whom they can learn. They are the natural “seed carriers” of new ideas and new practices. Because they carry ideas, support, and stories through the organization, internal networkers can also help make executive leaders more aware of the support that change initiatives in the company need from them.


The role of internal networkers or community builders is tangible, but difficult to specify; because it belongs much more to the informal social networks of the company than it does to the hierarchy. In some ways, paradoxically, their lack of hierarchical authority makes them effective. When a “boss” calls a meeting, everyone has to show up. When a boss visits a local operation, everyone reacts. The boss may ask: “Who is committed to the new plan?” Everyone will respond affirmatively. By contrast, when someone without hierarchical authority organizes a meeting, only those who are interested show up. When she or he asks who wants to learn more, only those who are genuinely interested respond affirmatively.


The three types of leaders was originally discussed in “Leading Learning Organizations; The Bold, the Powerful, and the Invisible,” in The Drucker Foundation’s The Leader of the Future, by F. Hesselbein, M. Goldsmith, R. Beckhard, eds. (San Francisco: Jossey-Bass, 1996).


The art of internal networking is described in this book by Ford’s Vic Leo on page 167, by Shell’s Linda Pierce on page 177, by David Meador of Detroit Edison (writing about his experience at Chrysler) on page 298, and by many others.


[image: image] Executive leaders: None of the above implies that effective executive management is unimportant. If anything, it is more necessary today than ever, because the changes that institutions confront are long-term and “deep,” in the sense of entailing shifts in hitherto taken-for-granted assumptions and norms, and in traditional organizational structures and practices. Effective executive leadership is probably more challenging today than ever before, especially because of the combination of the demands of profound change and extraordinary external pressures, like the investor pressures discussed above.


This role of executive leaders is complicated by the fact that they are one step removed from the organization’s direct value-producing activities. They have overall accountability for organizational performance but less ability to directly influence actual work processes. They may be corporate presidents, vice presidents and directors, school superintendents, or hospital CEOs. They are vital to profound change through their efforts to create an organizational environment for continual innovation and knowledge generation.


They do this in many ways: through investing in new infrastructure for learning, through support and inquiry, and ultimately through “leadership by example,” establishing new norms and behaviors within their own teams. They become mentors, coaches, and stewards. They focus on design more than on making key decisions. They work to push decisions down to more local levels, unless they are the only ones who can make those decisions.


We have found that the most effective executive leaders start by recognizing that “this is a new ballgame,” and many of their own most trusted traditional skills and behaviors may be their biggest obstacles. To foster a more learning-oriented culture, they must give up feeling that they have to have all the answers. They must become more comfortable with, and capable of, asking questions that do not have easy answers. And they must realize that they cannot do this alone, that they need partners, that becoming isolated heroes will cut them off from the support and assistance that they must have to be effective.


Some of the executive leaders whose work is featured in this book include Fluor Corporation President and CEO Phil Carroll (formerly Shell Oil CEO) on page 203, former Eskom President Ian McRae on page 539, Mark Moody-Stewart, chairman of the Royal Dutch/Shell Committee of Managing Directors, on page 523, and retired General Gordon Sullivan, former Chief of Staff of the United States Army, on page 475.


Undoubtedly, this simple tripartite categorization of different types of leaders oversimplifies the reality of leadership communities. But at least it heads us in a direction away from isolated hero-leaders and toward a view of different people leading in different ways, who need each other to sustain significant change. In essence, leaders are people who “walk ahead,” people genuinely committed to deep changes, in themselves and in their organization. They naturally influence others through their credibility, capability, and commitment. And they come in many shapes, sizes, and positions.


This taxonomy of “three leaders” has been influenced by Edgar Schein’s analysis of the complementary role of executives, engineers, and operators in corporations. See Edgar H. Schein, “The Three Cultures of Management,” Sloan Management Review, Fall 1996.


WHAT DO LEADERS DO?


There is one other way in which we will look at leadership differently in this book. We will concentrate more on leadership activities in sustaining deep change processes, and less on leadership characteristics. Character matters. Moral formation matters. Conceptual skills matter. But so much has been written about the “characteristics and stories of great leaders,” it is hard to see what more can be added. Moreover, books on great leaders and on leadership development tend, all too often, to subtly (or not so subtly) reinforce the hero-CEO myth. Instead we will concentrate on what leaders of all sorts do to sustain significant change. Ultimately, we believe this is more likely to help real people confronting real challenges.


The danger in focusing on leaders’ actions is the temptation to resort to superficial “formulas” for how to lead effectively. In this book, we will use the biological perspective of growth processes and limiting processes to talk about leaders’ actions strategically.


In particular, we will develop a systemic theory of the forces that naturally come into play to generate and to limit profound change in organizations. In doing this we will draw on the insights of practitioners, consultants, and researchers who have been living with and studying such changes during the past two decades. This will enable us to examine in depth how different types of leaders work with these forces—the awareness they develop, the strategies they follow, and the lessons they have learned.


The background for these ideas comes from many long-term change experiments that began in 1991 with the founding of the MIT Center for Organizational Learning (OLC), a consortium of corporations working together to advance the state of the art in organizational learning. In 1977, the OLC evolved into the broader-based Society for Organizational Learning (SoL). Experiments fostered at the OLC and then at SoL have occurred in cross-functional teams and in diverse functional areas—product development, sales, and manufacturing. They have occurred at many levels, from local operations, to engineering and sales teams, to business units, to top management teams. Most have been conducted in business organizations, but many have taken place in healthcare, education, and governmental organizations. Some of the experiments have been dramatically successful, in business and human terms. Others have failed to generate any meaningful change. Through them all, certain recurring lessons about leadership keep emerging.


It will also enable us to understand how different types of leaders need one another. Ultimately, each of the three types of leadership can only function effectively when the others function effectively. While any one type may be sufficient to produce some meaningful changes, over the long term, the diversity of forces at play require all three types of leadership. A deficiency in any of the three will ultimately limit the effectiveness of the other two.


Also, exploring how leaders work with the forces that shape change will shed unique light on how people grow in their capabilities to lead. Leadership development constitutes an important concern in many organizations. But it also often focuses on classroom training and other traditional “learning” approaches. Here, our focus will be “OJT”: on-the-job training. We believe that, ultimately, the most important learning occurs in the context of our day-to-day life, the aspirations we pursue, the challenges we face, and the responses we bring forth. Thus, the contributors to this book describe their “leadership development” in context: the real-life settings in which they face particular challenges and develop new capabilities, individually and collectively, to meet those challenges.


We call the perspective that emerges from thinking about leadership in this way an “ecological perspective” because it illuminates how diverse leaders’ actions interact with one another and with the forces at play. It leads us to see leadership as a systemic phenomenon inseparable from its context. From this vantage point, leadership and sustaining change become two sides of the same coin.


As a great science teacher once said, “There is a world of difference between studying what a cell is, and studying how a cell functions.” The former leads to memorizing an endless series of boring facts about membranes, nuclei, ectoplasm, and endoplasm. The latter leads to discovering that the cell is alive, continually interacting with its environment, generating the internal conditions for the DNA to do its mysterious dance of protein formation, maintaining the integrity of its cell wall, and continually rebuilding itself. In this same sense, we want to understand how a healthy leadership community in an organization functions, and how it enables people to shape their future.


We are indebted to Arie de Geus, Tom Johnson, Fritjof Capra, and a great many others for helping us realize the implications of seeing the organization as a living system. See the review of de Geus’ book, The Living Company, p. 503; and Tom Johnson’s contribution on p. 291.


While there is a great deal to be explored about how effective leadership communities function, there is also a clear starting point for the exploration. We are seeking to understand how people nurture the reinforcing growth processes that naturally enable an organization to evolve and change, and how they tend to the limiting processes that can impede or stop that growth.


The rest of this book will elaborate this perspective. Specifically:


[image: image] What are the specific “reinforcing growth processes” that make profound change possible? Leaders nurture these reinforcing processes through their understanding and participation. How, specifically, do they do this?


[image: image] What are the limiting forces that impede growth? What are the specific limits or constraints that come into play? How do they manifest themselves? What strategies do effective leaders pursue to relieve, or work around, the limits?


This represents a radical shift from thinking of leaders as heroes at the top who “drive change.” You drive a car. It is a machine that you control, with the aim of getting to where you want to go. The car takes you there. You do not “drive” a plant to grow. Nor do you “drive” your teenager. Nor, we would argue, do leaders “drive” their organization. The organization is a human community. It is a living system, like the plant or the teenager. There is no one driving it. But there are many tending the garden.



4 The Challenges of Profound Change



Art Kleiner, Charlotte Roberts, Rick Ross, George Roth, Peter Senge, Bryan Smith


“THIS LEARNING STUFF” CAN WORK


In 1988, the Harvard Business Review carried an article called “Planning as Learning,” by Arie de Geus, coordinator of group planning at Royal Dutch/Shell. Though he was not well known outside of Shell, his article resonated with a great many people—particularly this line:


The de Geus quote comes from “Planning as Learning,” by Arie de Geus, Harvard Business Review (March/April, 1988): p. 74. The Welch quote comes from “Letter to Shareholders,” by Jack Welch, in the General Electric Annual Report (Stamford, CT, 1996).


“We understand that the only competitive advantage the company of the future will have is its managers’ ability to learn faster than their competitors.”


Eight years later, the American CEO most admired by his peers, Jack Welch of General Electric, showed that he had come to the same conclusion. Welch made this statement in a GE annual report:


“Our behavior is driven by a fundamental core belief: The desire, and the ability of an organization to continuously learn from any source—and to rapidly convert this learning into action—is its ultimate competitive advantage.”


See the review of Arie de Geus’ book The Living Company, on page 503. For more on the General Electric “culture change” initiative, see page 74.


Several other large companies—including Coca-Cola, First National Bancorp, Chevron, Mead Industries, Shell Oil, and Tenneco—have also featured the “learning organization” concept in recent annual reports. These and other corporate statements echo the theme that learning is the only infinitely renewable resource. Competitors can gain access to other resources: capital, labor, raw materials, and even technology and knowledge (for example, they can hire away your people). But no one can purchase, duplicate, or reverse-engineer an organization’s ability to learn.


By now, there are many years of experience to draw upon from organizations that have explicitly sought to enhance their capacity to learn. While the gains from downsizing, reengineering, and “slash and burn” retrenchments often fail to sustain themselves, the gains from enhancing learning capacity have proven to be sustainable, cumulative, and self-reinforcing. Here are just a few examples described in this book:


[image: image] The Ford Motor Company’s Electrical and Fuel Handling Division (EFHD, now part of Ford/Visteon, a freestanding Ford operation that combines all Ford’s components businesses) had been a poorly regarded division, losing $50 million in 1991. It changed into a “successful learning community” that made more than $150 million in 1996. The division’s sales doubled, and it expanded from three United States plants to ten around the world, with an unprecedented style of collegiality across international boundaries. “We talk about problems openly, without penalty, so the problems don’t happen again,” said one senior manager.


See page 167 for more about fostering the effective development of change initiatives throughout Ford Motor Company.


[image: image] “Transformation” endeavors at the Shell Oil Company in Houston, and more recently within the Royal Dutch/Shell group of companies worldwide, have been credited with sparking a renaissance of business initiative and innovation. Shell Oil has evolved a “federalist” governance structure, in which formerly bureaucratic entities like Shell Chemicals and Shell Services (formerly the “Administration” department, responsible for information technologies and other centralized services) have become new global businesses independent and viable in their own right.


See pages 177, 203, 211, and 523 for more about Shell Oil and Royal Dutch/Shell.


[image: image] The U.S. Army’s highly innovative National Training Center uses elaborate practice fields, simulations, and “After Action Reviews” to build a sophisticated organizational self-awareness involving officers and enlisted men. The success of tactical operations in Desert Storm, Haiti, and Bosnia has been attributed to this new approach—and so has a recognizable leap in soldiers’ capabilities and commitment.


For more about the U.S. Army, see page 470.


Similar stories in this book cover a wide range of organizations: Detroit Edison, British Petroleum, Burch-Lowe, Chrysler, Covenant Insurance, Eskom, Harley-Davidson, Intel, Hewlett-Packard, Mitsubishi Electric, Scania, Springfield Remanufacturing Company, Toyota, Xerox, and many others. There are enough similar stories about schools to fill an entire Fifth Discipline Fieldbook on education (which is scheduled to appear early in the year 2000).


Ultimately, these learning initiatives are judged through the lens of business results. People learning in business settings have no difficulty defining meaningful indicators of real progress—like time to market, customer loyalty, quality, and long-term profitability and growth. But people also ascribe meaning to the satisfaction of the journey itself. “This was the first time in [my long career] with this company that I, as an individual, felt valued by management,” commented an engineer involved in a multiple-year learning initiative. “I felt that they had an absolute trust in me and in the team. Because I had trust from them, I put a lot of trust in my team. On other programs, I was constantly double checking and telling people what to do—not asking them, ‘What do you think we should do?’ It’s enthused a lot of people who have not been enthused at this company for twenty years.”


Quoted from Roth and Kleiner, A Car Launch With Heart: The Story of AutoCo Epsiolon, by George Roth, Art Kleiner, et al. (New York: Oxford University Press, 1999) pp. 25–26.


Each of the authors of this book has had the experience of being pulled aside by a manager or executive. “I just want to tell you,” the manager will say, “what I appreciate more than anything else about this work. I’ve rediscovered my love of learning.”


LEARNING VERSUS “TRAINING” AND “TEACHING”


[image: image]


To many people in business, “learning” means “training.” They seem to see learning as a frill, with no link to business results (or other desired results). At worst, learning means “taking in information”—listening to a lecture or reading an assigned text, with no relevance to the future you are creating.


This view may come from the passive style of rote learning that many people associate with school. The word “training” originally meant “directing the course of a plant”: to be trained is to be controlled.


But the word “learning” derives from the Indo-European leis, a noun meaning “track” or “furrow.” To “learn” means to enhance capacity through experience gained by following a track or discipline. Learning always occurs over time and in “real life” contexts, not in classrooms or training sessions. This type of learning may be difficult to control, but it generates knowledge that lasts: enhanced capacity for effective action in settings that matter to the learner.


All organizations learn—in the sense of adapting as the world around them changes. But some organizations are faster and more effective learners. The key is to see learning as inseparable from everyday work. (Training, by contrast, is typically episodic and detached from the context in which results are produced.)


[image: image]


THIS “LEARNING STUFF” CAN BE DANGEROUS (THE CHALLENGES OF SUSTAINING PROGRESS)


But amid all of the success and satisfaction, there are also many stories of failure, setbacks, and organizational backlash. Some learning initiatives never seem to get off the ground, despite interest, resources, and a compelling business case. In other cases, initial success is never recognized. Innovators who expected to be rewarded and promoted lose their jobs instead. Or they just move on, searching for organizational settings more open to their ideas. Even after years of success, learning-oriented cultures can come under relentless attack from new bosses, new members who don’t appreciate their benefits, or sudden changes in the business environment that lead to a perceived need for tighter controls. Unexpected problems seem to come from nowhere. We who have been working in the field of organizational learning for many years have experienced all of the above problems, and a few more. Indeed, leaders of innovation have faced these sorts of setbacks for the two-hundred-year history of modern corporations, and throughout human history.


For more of the historical perspective on corporate change, see The Age of Heretics, by Art Kleiner (London: Nicholas Brealey Publishing, 1996).


Recognizing that learning is not just a matter of good intentions, some leaders seek to reinforce those intentions with shifts in governance structures or top-down policies. Jack Welch, in his 1997 letter to GE shareholders, pointed to “critical enablers,” such as new compensation and appraisal mechanisms, as essential mechanisms “if the rhetoric [of organizational learning] is to become reality.”


While changes in measurement and performance appraisal mechanisms might be important, we are skeptical about whether they are sufficient. In fact, inappropriate measurement of people’s performance is but one of several limits to learning. There are equally deep and difficult impediments to change. For example, an unspoken attitude that “managers should never present problems—only solutions” could ensure, if unchallenged, that all reward systems promote “lone ranger–style” heroics and discount team learning. Unless this assumption is openly examined and unless it eventually shifts, any new performance appraisal mechanism that managers design will simply reproduce the same chronic problems that plagued the company before.


For more on this issue, see the challenge of “Walking the Talk,” page 193.


So far, we have identified ten distinct challenges—sets of forces that oppose profound change (as well as three growth processes that sustain such changes). Each grows from distinct limits to learning and change. Although we have encountered these challenges in the context of “learning initiatives”—change initiatives in which enhancing learning capability was an overt part of the strategy—we believe they will just as likely come into play in all initiatives aimed at deep and extensive change. They are, as best we can tell, the organizational analogs to water, soil nutrients, sunlight, and space for roots to spread. They are the limits to any profound change process, and any one of them can be sufficient to thwart such change.


All of these challenges are predictable. They arise as natural counter-pressures to generating change, just as the need for soil, sunlight, and water arise as natural limits when plants start to grow. Though they often appear as seemingly independent events, they are interconnected and interdependent. There are high-leverage strategies that can help teams and individuals deal with each challenge separately. But the greatest leverage comes from understanding them as an ensemble of forces.


Failure to understand these limits and the challenge they generate is the source of countless frustrations for committed leaders. For those readers who have struggled with the norms of control and intimidation in traditional cultures, who have coped with being judged as ineffective amid abundant evidence that new innovations are working, and who have had to protect subordinates from the larger corporate culture, it is easy to become discouraged. It seems like the harder you push, the harder “the system pushes back.”


In fact, this is exactly correct—the system is pushing back. The organizational limiting processes naturally represent the “homeostatic” forces of industrial-age organizations. The fundamental flaw in most innovators’ strategies is that they focus on their innovation, on what they are trying to do—rather than on understanding how the larger culture, structures, and norms will react to their efforts. Based on the experience of those who seem to be sustaining progress, we have come to the view that no progress is sustainable unless innovators learn to understand why the system is pushing back, and how their own attitudes and perceptions (as well as other forces) contribute to the “pushback.” When they see this, they start to develop systemic strategies for sustaining profound change.


TEN CHALLENGES


The challenges of initiating change develop as soon as any “pilot group” (which could be a local team or business unit, or a senior management team) begins to conduct its work in unfamiliar ways:


[image: image] “We don’t have time for this stuff!”—The challenge of control over one’s time. People involved in change initiatives need enough flexibility to devote time to reflection and practice (page 67).


[image: image] “We have no help!”—The challenge of inadequate coaching, guidance, and support for innovating groups, and of ultimately developing internal resources for building capacity (page 103).


[image: image] “This stuff isn’t relevant!”—The challenge of relevance: making a case for change, articulating an appropriate business focus, and showing why new efforts, such as developing learning capabilities, are relevant for business goals (page 159).


[image: image] “They’re not walking the talk!”—The challenge of management clarity and consistency: the mismatch between behavior and espoused values, especially for those championing change (page 193).


The challenges of sustaining momentum take place within a pilot team as it achieves early success, and between the team and the larger organizational culture.


[image: image] “This stuff is_____.”—The challenge of fear and anxiety: concerns about exposure, vulnerability, and inadequacy, triggered by the conflict between increasing levels of candor and openness and low levels of trust among pilot group members (page 241).


The blank represents the wide range of comments people might make to mask fear and anxiety they feel: “This stuff is a waste of time,” or, “This stuff is out of control,” or, “This stuff is very interesting . . .”


[image: image] “This stuff isn’t working!”—The challenge of negative assessment of progress: the disconnect between the organization’s traditional ways of measuring success (both metrics and time horizon) and the achievements of a pilot group (page 281).


[image: image] “We have the right way!”/“They don’t understand us!”—The challenge of isolation and arrogance, which appears when the “true believers” within the pilot group confront their “nonbeliever” counterparts outside the group; the pilot group and the rest of the organizational system consistently misinterpret each other (page 319).


The challenges of redesigning and rethinking appear when change initiatives gain broader credibility and confront the established internal infrastructure and practices of the organization:


[image: image] “Who’s in charge of this stuff?”—The challenge of the prevailing governance structure, and the conflicts between pilot groups seeking greater autonomy, and managers concerned about autonomy leading to chaos and internal fragmentation (page 361).


[image: image] “We keep reinventing the wheel!”—The challenge of diffusion, the inability to transfer knowledge across organizational boundaries, making it difficult for people around the system to build upon each others’ successes (page 417).


[image: image]


[image: image] “Where are we going?” and “What are we here for?”—The challenge of organizational strategy and purpose: revitalizing and rethinking the organization’s intended business focus, its contribution to its community, and its identity (page 487).


CHALLENGES


[image: image]


It is customary, in the West at least, to hear the term “challenges” and immediately gear ourselves to “overcoming” hurdles. Indeed, the word’s roots come from the Latin calumnia, or “deception.” But there is an alternative meaning, suggested by natural systems, where “challenges” are simply the conditions of the environment that regulate growth.


As more complex organisms, like human systems, evolve and grow, they contribute to their own limits or challenges. Historian Arnold Toynbee, for instance, proposed the influential theory of “challenge and response”: that civilizations sustain their existence through their creative development in response to new large-scale challenges, which in turn are often the consequence of their prior development. In that spirit, challenges are opportunities to improve—by exercising our attention, understanding, and ultimate creativity. This is not dissimilar to the Chinese notion of crisis: two symbols meaning “danger” and “opportunity.”


[image: image]


See A Study of History, by Arnold Toynbee, vol. 1 (London: Oxford University Press, 1934), and the abridgement of vols. 1–6, edited by D. C. Somervell (London: Oxford University Press, 1947).


There is no guarantee that you will encounter all ten challenges. You will likely encounter others we have not yet identified. But we believe that leaders seeking to sustain profound change should at least understand these limits.


In this book, we start with the challenges of initiating (such as “not enough time”) because, by and large, these challenges must be confronted at the outset. After some progress has been achieved, one is likely to encounter the challenges of sustaining momentum. The challenges of redesigning and rethinking may be present from the beginning, but they will tend to manifest as obvious impediments after some success and legitimacy have been achieved. Within that general pattern, each organization will encounter its challenges in its own sequence.


The spiral at the center of the “Ten Challenges” diagram on the opposite page represents the source of momentum for a change initiative: the basic growth processes that reinforce and spread significant organizational learning. This momentum, however, is offset by a variety of contrary forces, each seeking to maintain a balance that might be disrupted by change. These “challenges” are arrayed in clockwise order around the outside of the circle. Dialogue represents symptoms that appear when the challenge emerges.


Although the symptoms may appear isolated from one another, the challenges are fundamentally interdependent. Success in one challenge may make it easier, or harder, to deal with others.


For a full discussion of these interdependencies, see page 561.


As noted above, these challenges occur not just in “learning organization” initiatives, but in any organizational change movement aimed at making deep changes in systems and practices, and in people’s attitudes and behavior. Writer Virginia O’Brien, for example, points out that they have all been visible in efforts by women and minority members to establish an equitable presence in the workplace. According to one prominent report, successful initiatives had to include the following elements: support from the CEO (to meet the challenge of “walking the talk”); research on the barriers created by clashing assumptions (the challenge of true believers); programs to recruit and develop new behaviors (the challenge of “no help”); reducing barriers between different parts of the organization (diffusion); linkage initiatives to business plans (not relevant); goals and managerial accountability for progress (measurement); gender-neutral rewards and promotions (governance); and other provisions that resonated with other challenges described here.


See Virginia O’Brien’s book Success on Our Own Terms (New York: John Wiley, 1998). The report was “A Solid Investment: Making Full Use of the Nation’s Human Capital,” by the U.S. Department of Labor Glass Ceiling Commission (Washington, D.C.: U.S. Government Printing Office, 1995). Available online at http://www.ilr.cornell.edu/library/e_archive/glassceiling.


The stronger a learning or change initiative, the stronger the challenges seem to be, because they represent natural systemic responses to maintaining balances threatened by the initiative. At the same time, the earlier and more clearly that you can anticipate these challenges, the easier it becomes to deal with them. You don’t have to wait until the challenges become visible; the best time to prepare for them is before they have appeared. They require investments of time and energy that may not be possible once you are facing the problems directly.


As leaders at all levels deal with these challenges (and others) regularly, they may gradually cease to appear as challenges at all. They will become aspects of life, episodes that bolster and strengthen those committed to genuine change, bringing new capabilities and new understanding. For each of us, the authors, dealing with them has helped us to see things about ourselves—like a tendency to blow up or get discouraged in the face of resistance. Ultimately, as a wise advisor once suggested, “reality is not the adversary.”


QUESTIONS FOR CONSIDERING CHALLENGES


As you read about the challenges in this book, these questions can help you link them to your own experience and future.


1. Do I see the challenge in my situation? Am I aware of the set of forces that might be working counter to my efforts? Many challenges to sustaining significant organizational change are invisible at first.


2. Do I understand the nature of the challenge? How do I tend to see it? Can I see it differently? How do others see me when this challenge is encountered? These questions establish an orientation of inquiry toward important developments that we might otherwise see only as barriers blocking our path. Blaming “barriers” tends to evoke our most habitual, not our most creative, responses.


3. Who can best help me in understanding and dealing with this challenge? How might we help each other? Many of us set out to conquer our problems single-handedly. But most of the time, these challenges do not impact us as individuals. We can operate much more effectively by sharing our efforts with colleagues who are part of the same “system,” or whose abilities and interests complement our own.


4. What would constitute effective action in dealing with this challenge? What capabilities might we want to develop? All too often, people’s actions represent reactions to circumstances rather than considered strategies aimed at deep aspirations. This question helps you look strategically at your actions over the next several years.


5. How will I know if I am making progress? No strategy is ever completely apt, so all courses of action need to be continually assessed. But most people, when acting, stop paying attention to what is going on around them. Focused on moving forward, they lose sight of the effects they are having, especially those on the periphery of attention. Because the challenges of profound change are complex, it is pivotal to remain open to continually see them more clearly.


The background of this book


IN PREPARING THIS BOOK, THE AUTHORS HAVE DRAWN UPON THE FIELDS OF ORGANIZAtional learning, system dynamics, action science, “double-loop learning,” process consultation, the creative orientation, dialogue, governance design, scenario planning, quantum physics, and ecology. We have listened closely to the insights of countless corporate practitioners, consultants, and academic researchers who have wrestled with the challenges of profound change. And we have built upon our own work and research over the last two decades.


In 1990, Peter Senge’s book The Fifth Discipline codified much of this experience into a set of practices (the five “learning disciplines”) for building learning capabilities in organizations. Each of the five disciplines represents a lifelong body of study and practice for individuals and teams in organizations:


See The Fifth Discipline by Peter Senge (New York: Doubleday/Currency, 1990), particularly pp. 5–13.


[image: image] Personal Mastery: This discipline of aspiration involves formulating a coherent picture of the results people most desire to gain as individuals (their personal vision), alongside a realistic assessment of the current state of their lives today (their current reality). Learning to cultivate the tension between vision and reality (represented in this icon by the rubber band) can expand people’s capacity to make better choices, and to achieve more of the results that they have chosen.


[image: image]


[image: image] Mental Models: This discipline of reflection and inquiry skills is focused around developing awareness of the attitudes and perceptions that influence thought and interaction. By continually reflecting upon, talking about, and reconsidering these internal pictures of the world, people can gain more capability in governing their actions and decisions. The icon here portrays one of the more powerful principles of this discipline, the “ladder of inference” depicting how people leap instantly to counterproductive conclusions and assumptions.


[image: image]


[image: image] Shared Vision: This collective discipline establishes a focus on mutual purpose. People learn to nourish a sense of commitment in a group or organization by developing shared images of the future they seek to create (symbolized by the eye), and the principles and guiding practices by which they hope to get there.


[image: image]


[image: image] Team Learning: This is a discipline of group interaction. Through techniques like dialogue and skillful discussion, teams transform their collective thinking, learning to mobilize their energies and actions to achieve common goals, and drawing forth an intelligence and ability greater than the sum of individual members’ talents. The icon symbolizes the natural alignment of a learning-oriented team as the flight of a flock of birds.


[image: image]


[image: image] Systems Thinking: In this discipline, people learn to better understand interdependency and change, and thereby to deal more effectively with the forces that shape the consequences of our actions. Systems thinking is based upon a growing body of theory about the behavior of feedback and complexity—the innate tendencies of a system that lead to growth or stability over time. Tools and techniques such as system archetypes and various types of learning labs and simulations help people see how to change systems more effectively, and how to act more in tune with the larger processes of the natural and economic world. The circle in this icon represents the fundamental building block of all systems: the circular “feedback loop” underlying all growing and limiting processes in nature.


[image: image]


There are several different kinds of systems thinking; see page 137.


After The Fifth Discipline was published, many readers wanted to know more about getting started. “What should we do Monday morning?” they asked. To answer, the authors of this book created The Fifth Discipline Fieldbook (1994, Nicholas Brealey Publishing)—a compendium of practice guides, exercises, stories, resource reviews, and short essays, all aimed at helping people implement the disciplines on a day-to-day basis in a wide variety of settings. Like The Dance of Change, The Fifth Discipline Fieldbook was organized as a fieldbook of “notes from the field,” giving voice to dozens of leading practitioners. It was not intended primarily as a book of theory, but it embodied a key theoretical argument:


[image: image] Organizations are products of the ways that people in them think and interact.


[image: image] To change organizations for the better, you must give people the opportunity to change the ways they think and interact.


[image: image] This cannot be done through increased training, or through command-and-control management approaches. No one person, including a highly charismatic teacher or CEO, can train or command other people to alter their attitudes, beliefs, skills, capabilities, perceptions, or level of commitment.


[image: image] Instead, the practice of organizational learning involves developing tangible activities: new governing ideas, innovations in infrastructure, and new management methods and tools for changing the way people conduct their work. Given the opportunity to take part in these new activities, people will develop an enduring capability for change. The process will pay back the organization with far greater levels of diversity, commitment, innovation, and talent.


Since The Fifth Discipline Fieldbook appeared, we have been increasingly aware of the challenges facing change initiatives. With this theme in mind, a series of intensive working sessions were conducted by the Massachusetts Institute of Technology (MIT) Center for Organizational Learning (now the Society for Organizational Learning, or SoL), during 1994 and 1995. Some sessions involved senior executives; others, midlevel staff people; and still others, line leaders. Meeting together from a variety of companies and organizations, they reflected on their common experiences and approaches to leadership. In particular, they focused on understanding: “What forces seemed to propel organizational learning efforts forward or to slow them down?”


Peter Senge brought the results of these sessions to the rest of The Fifth Discipline Fieldbook authors, and invited us to consider their insights in the light of our own experience and thinking. As we critiqued and expanded upon that body of work, we developed the ten challenges enumerated in this book. We then set out to find stories of organizations and thinkers who had dealt effectively with them.


For ongoing information and inquiry, see the Web site maintained for The Dance of Change and The Fifth Discipline Fieldbook: http://www.fieldbook.com.


This book is just a beginning. If the framework it presents is effective, like Mercator’s grid, it will only be so as part of a new era of exploration and learning.



5 How to Read This Book



START ANYWHERE. GO ANYWHERE.


We have designed the book to reward browsing in any direction. Cross-references embedded in the text, for example, point out meaningful links to follow.


MAKE THE BOOK YOUR OWN.


Mark up the pages. Write answers to the solo exercises in the margins. Draw. Scribble. Daydream. Note the results of what you have tried, and ideas of what you would like to try. Over time, as your field notes accumulate, they will become a record of effective practices—and a tool for reflecting on the design of the next stage of your change initiative.


USE THE EXERCISES AND TECHNIQUES.


Exercises and techniques produce a different kind of learning than simply reading about the work. If you feel “I already know that,” ask yourself, honestly: Does your knowledge about these skills and methods show up in your performance? If not, then we suggest trying the approaches, techniques, and exercises that seem useful.


ENGAGE OTHERS IN THINKING ABOUT CHANGE.


Organizations, like all human groups, operate through conversation. The ideas in this book gain most of their value not as “answers” to take in by yourself, but as starting points for conversation with others. Through talking, testing, and choosing your next actions together, you can create your own answers.


Margin icons.


TO MAKE BROWSING THROUGH THE BOOK EASIER, WE USE ICONS (SMALL GRAPHIC SYMbols) to indicate different types of material. In addition to icons for the five learning disciplines (shown on page 32), these icons will appear in the margins regularly:


[image: image] Local line leaders: Material of particular interest to organizational leaders with accountability for results at the local level and sufficient authority to undertake the way work is organized and conducted.


[image: image]


[image: image] Executive leaders: Material of particular interest to senior leaders, removed from the organization’s direct value producing activities, but accountable for overall organizational performance.


[image: image]


[image: image] Internal networkers and community builders: Material of particular interest to organizational “seed carriers” and exchangers of knowledge and information about learning and change.


For more about the three types of leaders, see page 16.


[image: image]


[image: image] Tool kit: A practical device or technique.


[image: image]


[image: image] Solo exercise: An exercise that you practice alone—to deepen your understanding and capability, to bring forth an example from your own experience, to set personal direction, or to provoke an “aha!”


[image: image]


[image: image] Team exercise: An exercise for a group of people working together, sometimes conducted by a facilitator or team leader.


[image: image]


[image: image] Lexicon: A guide to the roots of the words we use, and the way we use them now. Staking out the precise meaning of words is important in a field like management, where so much jargon is used so loosely.


[image: image]


[image: image] Resource: Recommendations of books, articles, videotapes, and Web sites that we have found valuable.


[image: image]


[image: image] Roundtable: A group of several people in conversation (or collective comment) on a single subject.


[image: image]


[image: image] Guiding idea: A principle (or set of principles) that we find meaningful as a philosophical source of light and direction.


[image: image]


The “systems diagrams”


THE “LIMITS TO GROWTH” ARCHETYPE AT THE HEART OF THIS BOOK IS GROUNDED IN A body of theory, simulation and practice called “system dynamics,” with its own diagramming language. Many people find the diagrams useful because they represent interrelationships that are difficult to describe in text: nonsequential, nonlinear relationships that interact over time, complete with delays and mental models. The diagrams also provide a way to sketch out systemic interrelationships in your own situation.


For example, consider the simple act of filling a glass of water. In text, you might write: “I turn on the faucet, and water comes out.”


But in a systems diagram, as shown here, filling the glass is not just an event. It’s part of an ongoing water-regulation system, involving your mind, the faucet, and the glass. There is a desired water level in your mind (since you’re thirsty). This creates a gap between your desire and the current water level in the (empty) glass. That gap, through the medium of your hand, changes the faucet position. That, in turn, influences the water flow, which affects the current water level in the glass. The glass’s water level also influences the perceived gap in your mind (your thirst); once again, through your hand, the perceived gap changes the water level.


[image: image]


The authors wish to thank Michael Goodman, director of the systems thinking practice at Innovation Associates, for his consultation on the systems material in this book.


In this book, we illustrate systems concepts in both the diagrams and in the text. Whether you use the diagrams or not, please recognize that a systems understanding can help you recognize the presence of growth forces carrying you forward, and limiting forces that may constrain your growth.


HOW TO READ A SYSTEMS DIAGRAM


The diagram on the next page, based on one of the initial “growth processes” of profound change, shows the basic symbols used in all the systems diagrams in this book. To read any diagram like this, follow these steps.


1. Pick an element to start with, one representing a part of the system you know well or can take some action in. For instance, you might start with “Investment in change initiatives.”


2. Any element may go up or down at various points in time. Try to describe the movement of this element: “As the investment in change initiatives goes up . . .” (“increases,” “rises,” etc.). Then describe the impact this movement produces on the next element. “. . . The result, after some delay, is a rise in learning capabilities . . .”


3. Continue the story back around the loop. Use phrases that show causal interrelationship: “This in turn, causes an increase in ‘personal results’ (feelings of excitement, authenticity, and connectedness) that lead to higher levels of enthusiasm and willingness to commit. As a result, investments in change initiatives are further increased . . .”


[image: image]


[image: image]


[image: image]


[image: image]


This diagram, adapted from the diagram on page 54, shows a basic reinforcing process endemic to profound organizational change. Each element of the diagram is identified. Around the right side of the diagram are three more elements (mental models thought balloons, balancing loops, and constraints), not part of this process, that will appear in other diagrams throughout this book.


4. Test your understanding with a group of people. Systems thinking is not best conducted as a solitary practice, because each person brings new insights and new perspectives about the reasons for these underlying dynamics.


See: The growth processes of profound change, page 42, “Limits Ahead,” page 60; and “Five Kinds of Systems Thinking,” page 137.





II. Generating Profound Change




1 Establishing a Pilot Group



Peter Senge


All living systems start small. Each of us once began as an embryo, smaller than a fingernail. The mighty sequoia tree begins in the humblest seed. It is no different in growing a new organizational culture. Once we surrender the myth that a “heroic CEO creates change,” we understand that all great things have small beginnings—and we begin thinking naturally in terms of “pilot groups.”


Unless some kind of pilot group can coalesce, new ideas in an organization have no incubator, no place where concept can become capability, where theory can meet practice. Thus, for at least the first several months, more likely than not, most of the action in a profound change initiative will take place at a pilot group level.


Pilot groups may be as small as five people or as large as a business unit of a thousand or more people. A pilot group could be a cross-functional team, working on a particular project; a functional team, like a product development team; or a team of the CEO and other senior executives, intending to lead by example, rather than by proclamation. Sometimes, the pilot group may comprise an informal network of people, with no hierarchical authority or mandate—but influence based on their credibility and commitment.


But while many aspects of a pilot group may vary, the line leaders who create pilot groups have a certain kind of predisposition. They are typically not “true believers” in systems thinking or “learning organizations.” They are usually open-minded pragmatists. Sometimes they have an innate curiosity in a particular set of ideas like mental models or scenario thinking. Sometimes notions like building shared vision or dialogue resonate deeply with their prior experiences. Sometimes they bring a background from the quality movement, their college studies, or time in another culture that predisposes them to look differently at their current situation. Always they are people with deep concerns about practical problems and an openness to experiment. They are like former Ford product development manager Fred Simon, who says: “I wasn’t convinced that this learning stuff would work, but I knew we would never achieve our goals if we kept working the way we were working.”


The idea of “predisposition” is borrowed from an unpublished work by Vic Leo, Ford Motor Company.


There may be several pilot groups in an organization, often with little or no knowledge of one another. At the Shell Oil Company in Houston, in the early 1990s, one group in Exploration and Production applied the ideas of Steven Covey to their work; several groups experimented with self-managed teams at refineries and other facilities; other “skunk works”–style groups carried out relatively small, self-contained projects aimed at instilling new skills and approaches. In 1994, the work of all these pilot groups found a corporate context when the new CEO, Phil Carroll, and his senior management team embarked on a companywide transformation, starting with their own ways of working. This “Leadership Council” became, in effect, another pilot group. Soon, the top two hundred managers began to convene annually for reflection and conversation, out of which new pilot groups gradually formed, headed by local line leaders. At the same time, another pilot group emerged of key network leaders, intent on raising the quality of Shell’s in-house coaching and capacity-building (see page 177).


Pilot group organizers may also find much of value in The Fifth Discipline Fieldbook, particularly: “The Wheel of Learning” (p. 59); “Opening Moves” (p. 77); “Exploring Your Own Story” (p. 103); the Reflection and Inquiry material on pp. 242–73; the Team Learning chapter, especially “Skillful Discussion” (p. 385); “Operating Principles for Building Community” (p. 525); and the Lincoln Continental story (p. 554).


In other organizations, such as Ford and BP, one or two pilot groups, operating more or less autonomously, achieved noticeable business results. While the presence of results wasn’t compelling enough to spark immediate interest from the rest of the organization as a whole, it intrigued other leaders who fostered their own pilot groups.


Some particularly effective articles for people organizing pilot groups include: “Limits Ahead,” page 60; “A Cadre of Coaches,” page 111; “What Are We Doing This For?,” page 166; “The Pinecone Strategy,” page 174; “After Fixing the Crisis,” page 183; and “Four Futures,” page 187.



THE FIRST BASIC CHOICE: AUTHORITY- OR LEARNING-DRIVEN?



Even at this earliest stage of initiating change, a subtle choice will set the ongoing tone. Will it be authority-driven? Will the impetus and planning come from the energy of the original authors of the initiative alone—charismatic hero-leaders propelling the activities of others? Or will the change effort be driven by widespread commitment, involving the aspirations and capabilities of the many people involved in it? The former approach characterizes most change initiatives. The latter characterizes the strategies of leaders who appreciate the development of learning capabilities.


Change driven by authority is more efficient to organize, often more effective in the short run, and more immediately comfortable for people in many organizations. If all goes well, great results may occur; productivity and profitability may soar. So may morale, as employees recognize that “things are getting better.” But even in this “best of all possible authoritarian initiatives,” the change effort is powerful only so long as it is pushed. Success often depends entirely on a single leader’s continued effort to feed the system with enthusiasm, ideas, and initiative. When the leader moves on or loses interest or energy, or actions fail to produce desired results for some reason, then the force of the initiative begins to decelerate. A few failures or setbacks, and the energy for change might dissipate altogether.


But what if the initiative is driven by learning?


To succeed, it would need to involve repeated opportunities for small actions that individuals could design, initiate, and implement themselves. First on a small scale, and then with increasingly larger numbers of people and activities, participants would articulate the goals they would like to achieve, experiment with new projects and initiatives, learn from their successes and mistakes, and talk with each other, candidly and openly, about the results. This would build commitment through participation and action. It would also naturally draw in new people who share similar values and aspirations.


This type of change process can become self-perpetuating. If one of its executive sponsors or charismatic leaders disappeared halfway through, the initiative might change somewhat, but it would keep going, because its vitality would not depend on any one individual. A learning-oriented strategy aims to produce self-sustaining change in a way that continually accelerates its own growth and development. In systems terms, it operates as a “virtuous reinforcing cycle.”



2 The Growth Processes of Profound Change



[image: image]


Nothing can grow in a self-sustaining way unless there are reinforcing processes underlying its growth. Therefore, thinking strategically about initiating, sustaining, and spreading fundamental management innovations over time requires appreciating the reinforcing processes that could cause such growth. In our experience, most effective leaders have tacit theories of growth, and these theories guide their actions, for better or worse.


The “mousetrap quote” derives from a lecture by Ralph Waldo Emerson, quoted in Borrowings by Sarah S. B. Yule and Mary S. Keene (1889). The original passage reads: “If a man can write a better book, preach a better sermon, or make a better mouse-trap than his neighbor, though he build his house in the woods, the world will make a beaten path to his door.” The “results” quote comes from Roth and Kleiner, A Car Launch With Heart: The Story of AutoCo Epsilon, by George Roth, Art Kleiner, et al. (New York: Oxford University Press, 1999).


Probably the most common tacit theory of why change initiatives should spread is the “better mousetrap theory”: If an innovation or change initiative is successful, interest will spread, and, as the old adage goes, “the world will make a beaten path to our door.” We’ve heard the better mousetrap theory invoked countless times, especially from innovative local line leaders. As one engineering manager put it, “Our approach was to let the results speak for themselves.”


But there are real reasons to question the better mousetrap theory in organizations. First, the number of proven managerial innovations that never spread is legion. Innovations like process improvements or high-performance teams often die out after a few years, or chug along for decades unseen by the rest of the organization. Second, even when innovators produce a visible, influential success, they are often at risk within their organizations—sometimes because of their success and visibility. Rather than being welcomed with open arms and asked to share their insights and methods, they are often a source of threat and embarrassment to others. Third, the better mousetrap theory often causes people to focus exclusively on the “low-hanging fruit,” to show quickly the practical consequences of their new ideas. While there is nothing inherently wrong with building momentum in this way, it often blinds champions of change efforts to the deeper issues that their changes will eventually reveal, and to their inability to deal with these issues. Consequently, they may fail to develop the learning capabilities needed to sustain change; they may harvest some easy victories only to find the energy behind their efforts faltering.


For more about reinforcing cycles, see The Fifth Discipline, p. 79, and The Fifth Discipline Fieldbook, p. 114.


We believe there are at least three fundamental reinforcing processes that sustain profound change by building upon each other, only one of which is concerned explicitly with improved business results:


[image: image] enhancing personal results


[image: image] developing networks of committed people; and


[image: image] improving business results.


To understand these reinforcing processes, it is easiest to start where most leaders start: investing themselves in profound change initiatives.


INVESTMENT IN CHANGE INITIATIVES


Profound change requires investment—of time, energy, and resources. It requires at least an initial core pilot group, genuinely committed to new organizational purposes, methods, and working environments.


[image: image]


The most important change initiatives seem to have these qualities:


[image: image] They are connected with real work goals and processes;


[image: image] They are connected with improving performance;


[image: image] They involve people who have the power to take action regarding these goals;


[image: image] They seek to balance action and reflection, connecting inquiry and experimentation;


[image: image] They afford people an increased amount of “white space”: opportunities for people to think and reflect without pressure to make decisions;


[image: image] They are intended to increase people’s capacity, individually and collectively; and


[image: image] They focus on learning about learning, in settings that matter.


Such change efforts don’t just approach business issues as onetime problems needing a solution. They see many business problems as symptomatic of deeper issues. Often, for example, nearly everyone in an office is aware of a chronic problem consuming resources and destroying morale, but no one does anything about it. The “problem” in such a case is not the obvious symptoms that need to be “fixed”: The real problem is the forces that have kept people from doing anything about these symptoms for so long. Tackling such fundamental issues requires time for reflection, a deliberate focus on challenging difficult “undiscussable” issues, and an attempt to bridge internal boundaries to help grapple with systemwide problems.


Profound change initiatives come in many shapes and sizes. They can be as simple as a series of meetings on a crucial business objective or as complex as a corporatewide “transformation.” They are often linked to other types of corporate change activities: in-depth quality improvement efforts, “sociotechnical” high-performance team projects, marketing reorganizations, and participative process redesign efforts. Many corporate environmentalism efforts represent serious change initiatives, because their success depends upon the ability of participants to rethink their basic business processes and their underlying purpose.


This list is adapted from “Assessing to Learn and Learning to Assess,” Report of the First Forum on the SoL Assessment Initiative, January 1998, Society for Organizational Learning, Cambridge, MA (available from the SoL Web page: http://www.SoL-NE.org).


In our experience, the most effective initiatives create environments for learning by incorporating three cornerstones:


[image: image] New guiding ideas: “The problem with most organizations,” says retired CEO Bill O’Brien, “is that they are governed by mediocre ideas.” When articulated and talked about openly, compelling new ideas help people think and act in new ways. The quality movement, for example, took much of its power from a guiding idea introduced first in Japan and then in the U.S.: Increasing quality did not necessarily mean increasing cost; in fact, low quality and high costs may both be the consequence of poor processes. Similarly, ideas like “openness” (developing a genuine spirit of inquiry and trust), “localness” (decisions should be made at the lowest possible level of the hierarchy), and “intrinsic motivation” (people are naturally motivated to learn) often play critical roles in profound change processes.


[image: image]


[image: image] Innovations in infrastructure: New practices, policies, and resources are needed to channel activity in new directions. These might include new governance structures, new vehicles for exchanging information across boundaries, new systems for measuring success, and new ways to integrate learning and working. An example of the latter is the U.S. Army’s After Action Reviews (AARs). This involves a carefully designed process for bringing together a vertical cross section of a combat unit, either after simulated or real battles, to collectively analyze decision making at all levels. AARs provide a valuable example of infrastructure because they combine extensive data (gathered through ingenious use of information technology) with skillful facilitation, to create a nonhierarchical environment for reflection and collaborative inquiry.


For more about the architecture of organizational learning, see The Fifth Discipline Fieldbook, p. 15ff and especially p. 21ff.


See the material on the U.S. Army’s AARs beginning on page 470.


[image: image] Theories, methods, and tools: These represent bodies of knowledge that guide effective practice. For example, the five “learning disciplines” mentioned on page 32 represent a combination of theory, methods, and tools, which makes them particularly appropriate for getting started in learning initiatives. Regardless of what theories, methods, and tools are employed, they must be practical; they must enable work on important issues; and they must have potential to lead to significant progress on those issues.


DEVELOPMENT OF LEARNING CAPABILITIES


“The most tangible change I observed in the first few years after the organizational learning work began at Harley was at meetings,” said Harley-Davidson CEO Jeff Bleustein. “People stopped saying, ‘This is the way it is,’ and started saying, ‘This is the way I see it.’”


[image: image]


That kind of small, subtle shift in language may be the only visible sign of a highly significant new capability. People who say, “This is the way I see it,” may be much more effective at handling ambiguous, messy issues. They will be more comfortable with differences of opinion. They understand that their personal view doesn’t necessarily represent the absolute truth, that other people will see things differently, and that everyone’s assumptions are open to inquiry. They can resolve difficult issues and “solve” confrontational problems themselves, without resorting to bosses or lawyers.


We define “learning capabilities” as skills and proficiencies that, among individuals, teams, and larger communities, enable people to consistently enhance their capacity to produce results that are truly important to them. In other words, learning capabilities enable us to learn.


We continue to see the five learning disciplines of The Fifth Discipline as a foundation for every organization, no matter how large or small, because the capabilities they nurture support so many other capabilities:


[image: image] aspiration: the capability to orient, individually and collectively toward creating what people truly desire, rather than just reacting to circumstances (based on Personal Mastery and Building Shared Vision);


These capabilities are covered in more detail on p. 21 in The Fifth Discipline Fieldbook. Also see “Five Kinds of Systems Thinking,” p. 137.


[image: image] reflective conversation: the capability to converse in ways that nurture reflection and inquiry, to build shared understanding, and to coordinate effective action (based on Mental Models and Team Learning); and


[image: image] understanding complexity: the capability to see patterns of interdependency underlying problems, and to distinguish short- from long-term consequences of actions (based on Systems Thinking).


Learning capabilities cannot be forced, rushed, or imposed on others. Learning takes time. (This is why there is a “delay” symbol in the link between “Investing in Change Initiatives” and “Learning Capabilities.”) It takes practice. There is reason to be suspicious if you hear people say, “We’ve all changed our fundamental attitudes around here.” Such change just doesn’t happen that easily. But learning also depends upon people’s choices. The first rule of all learning is that learners learn best what learners want to learn. This simple rule is often lost on busy managers driven by urgent business needs who insist that, “We must become a learning organization.”


The pilot group in this early stage, like a primitive root pushing its way through the shell of an oak seed, is beginning a reinforcing growth process. Just as the small initial roots enable more water and nutrients to flow, so do new learning capabilities enable a team to begin to produce results that, in turn, enable future growth. There are three different growth processes set in motion at this time. Each is represented in the diagram on page 54 by a different reinforcing circle or “loop,” labeled R1, R2, and R3.


R1: “BECAUSE IT MATTERS” (PERSONAL RESULTS)


“I believe that people do have passion to produce results,” says consultant and writer Fred Kofman, “but not business results. Sure, they care about business results, but they really have passion for the quality of their life. Once they experience living their lives more closely to the way they really want to live, that passion will emerge.” We have consistently found that direct personal benefits constitute the first source of reinforcing energy for sustaining deep change. It is inherently satisfying to work in a team where people trust one another and feel aligned to a sense of common purpose. Given the choice, very few people would not elect to be part of a team where there is excitement, commitment, perseverance, willingness to experiment, genuine appreciation of one another’s gifts (and limitations), and the ability to effectively tackle complex issues. As Dr. W. Edwards Deming used to say, “People seek joy in work.” In this day of “bottom line focus,” when people often assume that personal needs are subservient to the business’s needs, it is liberating to discover that the two can be aligned rather than in opposition.


[image: image]


Personal results are equally important for men and women, and for top managers and front line employees alike. A steelworker in a labor-management dialogue project remarked that, “For the first time in my life I am thinking, and my wife says I am listening to her.” An engineer observed, “Recently, I was at a committee meeting at my church. After making my own case, I moved into inquiry mode to try and get people to explain their points more deeply. I do that consciously now. My level of skill is probably only an inch deep, but it has opened up a new world to me.” And an Executive Vice President in a Fortune 50 company said, “All my life I’ve learned what it took to climb the ladder. The only problem was that I grew to like less and less the person I was becoming. I guess I assumed that this was just the price of success. It was a revelation to discover that the games-playing and politics we all had grown accustomed to would have to change if we were really serious about transforming the organization.”


As this last comment suggests, we all hold certain taken-for-granted assumptions about “the way work needs to be” and the compromises it requires. Central to these assumptions is the industrial-age model of the employee as an input to the production process. This model hasn’t changed much from the time, fifty or a hundred years ago, when many employees were called “hands.” Today, we have the “enlightened” term “human resources,” which literally means humans “standing in reserve,” waiting to be used. Either way, the message is the same: At work, we are “employees” first and people second. If anything, our work and personal lives have become more fragmented in recent years, with increasing workloads, stress, and compromises to personal and family values.


Efforts to foster profound change do not share the view of “humans” as “resources.” Rather, they assume that the key to significant, sustainable business improvement lies in harnessing the commitment, imagination, excitement, and energy of an organization’s members, and that this cannot be sustained if people’s personal and family lives are sacrificed.


Indeed, people’s enthusiasm and willingness to commit themselves naturally increase when they realize personal results from a change initiative; this in turn reinforces their investment, and leads to further learning (the R1 loop in the diagram). If this reinforcing process is not activated, a significant force for building momentum is lost, one that reinforces each of the other forces. That is why most change initiatives fail to activate this source of reinforcing growth; they are not based on harnessing learning capabilities.


For more about the “deep learning cycle” of learning capabilities, see The Fifth Discipline Fieldbook, p. 17.


But, as in each of the reinforcing processes underlying profound change, there are also difficulties with growth through enhanced personal results. First, committed people differ from compliant people. They have their own ideas, their own passions. This can be scary for bosses used to being in control.


Second, as personal commitment increases, so too must the ability to set boundaries and make healthy life choices. Genuine “high commitment” workplaces can become unhealthy if, for example, highly ambitious people keep following their instincts and work harder and harder—at the expense of their personal lives and their relationships.


Third, the larger corporate environment doesn’t change just because the climate in a pilot group changes. Personal results are often among the “undiscussables” in some business environments; people who forget this often cross over a line that undermines their credibility outside the pilot group. As one person outside a highly successful pilot group said, “Those people in the pilot group are too enthusiastic. Nobody is that enthusiastic about coming to work.”


Last, there is a difference between passion and narcissism. Recognizing the importance of personal results does not mean obsessing about ourselves. If that happens, otherwise innovative teams can become isolated from business purposes. Gradually, such teams will fragment, as some members conclude that the learning effort has too little effect on business results. In our experience, the most meaningful personal results arise in groups that are deeply committed to improving their work results. Those who elevate personal results disproportionately over work results often fail to generate either.


Many of these difficulties will be explored in more depth as we examine the challenges confronted by leaders of profound change. For now, it’s important to recognize the power of this reinforcing process, why it is often neglected—and the dangers it can pose.


R2: “BECAUSE MY COLLEAGUES TAKE IT SERIOUSLY” (NETWORKS OF COMMITTED PEOPLE)


Over the past few years, British Petroleum’s site managers from refineries around the world have met regularly in a “Global Refinery Network” (GRN) to share ideas and insights in ongoing advisory networks. As members encountered challenges they could bring up problems in the larger group, and the fact that other people were involved in learning efforts throughout the organization has helped them maintain credibility. When declining oil prices forced budget cutbacks in 1998, formal GRN meetings slowed down, but the informal contacts continued—and even deepened. Those, it turned out, were a highly compelling and vibrant part of BP’s continuing breakthroughs in organizational learning.


[image: image]


For more about BP’s learning diffusion infrastructure, see page 444.


Informal networks of managers interested in learning and quality initiatives have similarly played key roles over many years at Ford, Intel, Shell Oil, AT&T, and many other companies. Their presence lent institutional legitimacy to projects at times when there was little direct executive support, and they have provided a vital link for sharing and diffusing learning. In the mid-’90s, a reengineering team at Hewlett-Packard used organizational learning tools to cut $30 million worth of costs out of order entry and shipping in the printer business. How did they learn about organizational learning? Through HP’s “Work Information Network,” one of several internal networks connecting thousands of HP members over the past five years.


The Work Information Network is described in “Corporate Networks” by Vicki J. Powers, in Continuous Journey Magazine, April 1995, p. 34.


Studies of the ways in which innovations diffuse within large organizations have consistently pointed to the importance of informal networks and professional communities. These networks, much more than the formal management structures, seem vital to how people learn about new ideas, coach one another in trying them out, and share practical tips and lessons over time. “Organizations are webs of participation,” says Xerox Vice President John Seely Brown, “Change the participation and you change the organization.” Seely Brown and his colleagues at Xerox Palo Alto Research Center (where Seely Brown is director and chief scientist at Xerox) have found that “Communities of Practice” exist throughout all organizations: networks of people who rely on one another in the execution of real work. They are bound together by “a common sense of purpose and a real need to know what each other knows.” Seely Brown regards them as “the critical building block of a knowledge-based company.”


Such informal networks are almost always superior to hierarchical channels for spreading new innovations. First, these informal networks already exist; they are already essential for doing daily work. Spreading new ideas through them is a natural extension of current practice. Second, the information that passes laterally through them has credibility. When people whom we know and rely on talk about something new they are doing, we naturally pay attention. We might not always listen so carefully to information that comes through the management hierarchy. Third, experimenting with new ideas requires help and counsel in a safe context. Such support is more likely to come from trusted colleagues than from the hierarchy. The “help” that comes from bosses is often a mixed blessing.


The People are the Company,” by John Seely Brown and Estee Solomon Gray, Fast Company, Vol. 1, No. 1, November 1995, p. 78.


Ultimately, we know of no company that has generated significant momentum in profound change efforts without evolving spirited, active, internal networks of practitioners, people sharing progress and helping one another. As more people involved in change initiatives become part of these extended networks, information about the initiatives spreads more widely, giving rise to more interest, and potentially to more initiatives. This is the second basic reinforcing growth process (R2). This does not mean that people automatically jump on every bandwagon that they hear about. More often they wait until they learn more about the results that new ideas have achieved. But this is why R1 is most important in concert with the other reinforcing processes. If people learn about new ideas from others they trust and who have no authority over them, they are not threatened and more likely to remain open-minded.


The difficulties with this growth process for new innovations stem, in part, from how much it differs from traditional management practices. In the increasingly networked world, “managers shouldn’t try to gain control,” says Seely Brown. “They should surrender it.” This is easy to say, but management is control in traditional organizations. In facing the daunting task of spreading innovative processes, traditional managers are overwhelmingly predisposed to the “roll-out.” They create a plan and then set in place control processes to achieve the plan—just as they have always been trained to do as “good managers.” Informal networks cannot grow in this manner. They can be encouraged, supported, enabled, thwarted, even disabled perhaps—but not “rolled out.”


This can be sobering even for “enlightened managers,” who don’t see themselves as trying to control. “We worked for four years to develop an informal network of upper-level managers who could meet regularly, share knowledge, and help each other with their respective change efforts, only to watch the whole network decline in a few months when people just stopped coming to meetings,” lamented a frustrated staff person. We all have a great deal to learn about how informal networks and communities of practice grow, decline, and either successfully or unsuccessfully diffuse innovative practices. But, if John Seely Brown is right and these networks hold a key to effectiveness in the “Knowledge Era,” they may also hold a key to understanding a critical frontier of management and leadership.


For more perspectives on the value of networks of committed people, see the article on communities of practice at Xerox, page 477. Also see the article on cultivating community at Ford, page 167, and the “study groups” roundtable, page 118.



R3: “BECAUSE IT WORKS” (BUSINESS RESULTS)



How do enhanced learning capabilities lead to greater business results? Primarily, through new business practices. This often starts with simply eliminating wasteful practices to which everyone has grown accustomed. For example, an internal report on the learning initiative at Ford’s Electrical and Fuel Handling Division (EFHD) pointed out the direct effect of improvements in communication and trust:


[image: image]


Historical events at EFHD [had] created the collective [assumption] that management would always reduce capital funding requests. To offset these reductions, project managers [had] automatically added a “cushion” or contingency to their budgets. As division leaders began to trust their project managers, things changed. Management stopped making these reductions, and project managers stopped adding a cushion.


Now people could just talk honestly about the investments that were needed and the real constraints in funding. This saved a great deal of wasted time, “thereby allowing more funding to be allocated to other important EFHD capital and technological projects.”


This passage comes from Learning for Operational Excellence at EFHD, 1992–1996, by Dave Berdish, et al. (Detroit, MI: Visteon Automotive Systems, 1997), p. 9–5. This work is also available online from the Society for Organizational Learning. See http://www.fieldbook.com/resources.html for details.


Over time, people invent new practices. At EFHD, a recurring theme was speed, because project leaders saw direct connections between learning capabilities and shortening delays in many practices. “Trust equals speed,” said one operating committee member. “I don’t have to worry about whether or not these guys are going to deliver or whether one of them is creeping up behind me. I can just focus and go on.” According to an engineering manager, “Before PLST [product launch success team] a series of [launch] reviews took up to a year. Now, you present a project to this same group of people and, in one review, it’s ‘Does everybody agree with this? Yes or no?’ and you go.” As similar changes unfolded in other business practices, the costs of production (domestic and overseas) dropped, and the amount of management oversight needed went down.


As new business practices lead to better results in initial pilots, credibility increases and more people are willing to commit themselves to similar changes (reinforcing process R3 in the diagram). This process unfolded over several years at EFHD, leading gradually to more and more change initiatives, and more and more new business practices. In December 1992, there were two learning teams with thirty-two members. By December 1993, there were twelve learning teams with 132 members. By December 1994, there were twenty teams with 500 members, which grew to twenty-seven teams with 1,200 members by December 1995. Gradually, innovations in business practices extended from product launch, to test runs in manufacturing (joint innovations between engineers and production people), to delivery and shipping specification and oversight, to the general managers’ weekly dialogue sessions with operations managers, to joint learning sessions with suppliers. Along the way, EFHD’s growth and profitability improved dramatically: Between 1991 and 1996, profits rose from negative $50 million to $150 million, sales more than doubled to $2 billion, and the division expanded from three plants in the U.S. to ten plants worldwide.


Such practical results don’t just provide credibility outside the pilot team—they are crucial for the team members themselves. A change initiative is only worth its time and trouble if it demonstrably moves the participants closer to their aspirations, and to the organization’s aspirations. Saying, “We spend three hours a week, now, talking about our shared vision, and we feel much better about it” is meaningless unless you can also say something like, “. . . and that made it possible to redesign the billing process and implement it in four weeks.” Such statements are no less meaningful in the nonprofit or government world: People will simply not invest themselves in initiatives they don’t see as leading to meaningful practical consequences.


Focusing on practical results also matters for learning. Results provide a context for experimentation, adaptation, and feedback. When members of a pilot group can see the consequences of their efforts they can reflect upon their actions and adjust them. If the members of a “committed” pilot group do not commit themselves to tangible outcomes and then assess their progress relative to those desired outcomes, learning becomes difficult or impossible.


People often believe that reinforcing growth through demonstrated business success is not just a highly significant key to sustaining change, but the only key. They ask, for example, “Why is this not the first engine of growth, rather than the third?” The answer is that there are also problems with growth through better results.


First, assessing improvement in business results is not always as clear-cut as it might seem. The people at EFHD might believe that their improvements can be traced to their commitment to organizational learning, but others might differ. Attributing causality in any complex system is never simple. “All this learning stuff had nothing to do with it,” said one outsider about another change initiative. “They got results because Tom is a tough boss and he let his people know that he would not tolerate underachievers.” Even within a pilot group, it is common for people’s assessments to differ: “Most of the learning tools are nothing new. The key to our success was that we had great people.”


See “The Black Box of Assessment” (page 303) for more on the issues of evaluating and talking about business results.


Second, innovative pilot groups typically generate a mixture of results, including results that might be less clearly seen as an improvement. For example, we have seen many cases where some traditional measures got worse while others got better. Naturally, advocates for the innovations tended to focus on the measures that improved, while opponents focused on those that were getting worse.


Third, there are often significant delays between developing new learning capabilities, establishing new business practices, and achieving significant improvements in results. (These delays are indicated on the R3 diagram.) During these delays, business results may not improve—indeed, they may get worse—and the pilot group is vulnerable. People know they are trying out new ideas, and it is easy to conclude that they are not working, given the mixed results.


The Fifth Discipline Fieldbook study groups Web page is located at http://www.fieldbook.com/studygroup.html. For more about setting up study groups, see p. 118.


For all these reasons, the goal of achieving “demonstrated tangible improvements measured by common business indicators” often proves elusive. The “hard results” are often anything but hard. They are often matters of highly subjective interpretation. This is especially problematic when you consider the political and cultural backlashes that innovative pilot groups can engender.


For example, see the challenge of “true believers and nonbelievers,” page 319.


Even if a pilot group becomes acknowledged for achieving significant business results, the larger organization can still respond in ways that kill the innovative process. “You developed the last product in twelve months instead of eighteen. Very good. Do the next one in six months.” Such arbitrary pressures imposed from the top reflect disrespect for people and the environment of trust needed to nurture deep change. More than a few corporations have “killed the goose that laid the golden egg” out of greed for more eggs—simply because they had so little understanding of the process that generated the egg in the first place.



SETTING THE “GROWTH PROCESSES OF PROFOUND CHANGE” INTO MOTION



Putting all the above ideas—all three different growth processes—together creates the following picture.


This diagram shows the three reinforcing growth processes at work in generating profound change. Investment in change initiatives leads to new learning capabilities and personal results (loop R1); more people involved and aware through informal networks (R2); and eventually the learning capabilities generate new business practices, business results, and increased credibility (R3). Each of these increases people’s willingness to commit themselves to change initiatives, leading to further investment . . .


[image: image]


Each of these processes operates simultaneously, generating a distinct set of forces that can sustain growth, albeit with different speeds due to the different delays in each process. They are interdependent, in that changes in one can strengthen the effects of others—such as when enhanced business results further increases enthusiasm arising from personal results, or when either type of results makes people in informal networks more interested in their own learning initiatives.


But seeing all these processes for the first time, especially while considering the problems associated with each process, can create an overwhelming picture. It can be a bit paralyzing, especially to the extent that we are accustomed to simple pictures and simple solutions. What are the implications for leaders at all levels? What can effective leaders do to sustain significant change?


These questions lie at the heart of this entire book. The authors and contributors will explore them in stages, considering many different contexts and options. In particular, as we examine each of the challenges, we will consider specific strategies and tactics that people have used. These will not add up to one overall list of recommendations, but it will gradually help you develop a “gestalt” of effective leadership in sustaining profound change.


For now, it is enough to start with a few basics.


1. While nothing happens without commitment, initial commitment is almost always limited to a handful of people. Talk is cheap, as they say. Many “less committed” people may join and contribute to your efforts, because they are interested, have important capabilities and expertise, or are part of the “formal team.”


But in the end, everything depends on that core group of committed people. Therefore, even before you begin, find a few partners who really share your values and passions. The single biggest failing, in our experience, of many innovators is that they do not look for partners. They believe they can do it themselves, or they feel like they cannot ask for help, lest they reveal their own uncertainty. Virtually every significant change initiative we have seen starts with a genuine partnership among a small number of deeply committed individuals, often as few as two or three.


2. Start small, grow steadily. Don’t give speeches. Find a few partners who share your values and passions. Identify key practical issues and get to work on them. Remember that profound change is a self-reinforcing process. As a leader you do not have to drive it. But you do have to participate. You must be willing to develop your own learning capabilities, and to be part of teams developing their learning capabilities. You must be open to the possibility of changing yourself.


Even executive leaders, intent on changing the entire organization’s directions, can benefit from a strategy of starting small. You might, for example, start by building better relationships and joint projects on your executive team, using that team as your pilot. Then the members of the executive team might sponsor initiatives in their organization, gradually starting other pilot groups with line projects. This new activity might percolate out into the organization, with each new pilot group using its predecessors as models to follow—and improve upon. Chances are, the more constructive the behavior of these senior executives, the more people in the company will follow that behavior as a role model.
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3. Intended results and useful tools are more important than a detailed plan. Management writer Henry Mintzburg has noted the extent to which good management is “made up as you go along”—dependent on managers’ intuitions and judgment as applied in each moment. The same is probably even more true of a significant change initiative, where there are no answers, and experimentation, observation, and reflection are also essential. But practical tools and an approach with which to begin are also essential, whether they are “Fifth Discipline” learning tools or more traditional tools of TQM or other change approaches. Equally essential is clarity around the issues at stake and the aims of the undertaking. People will never commit fully if the goals have little real meaning to them.


4. If you’re short of time and you’re up against the wall, fix the crisis first. When the patient is hemorrhaging, that is not a good time for an in-depth reflective consultation on personal purpose. But be mindful that reacting to the crisis is not enough. It will not lay a foundation for sustained learning. More crises are likely to follow unless you use the first crisis as an opportunity to shift attention to deeper issues.


5. Remember that leverage lies in the limits and that they will come. While creating new personal and business results and participating in extended networks of innovators are exciting and naturally motivating, they can also distract leaders’ attention from issues that will ultimately determine the fate of their efforts. Effective leaders understand intuitively that rather than driving change, they need to participate, being willing to change themselves. As they participate they also know that there will be challenges ahead, and that their greatest internal resources will be devoted to dealing with the forces that can limit the momentum they have helped to unleash.


We know of no leaders who have been involved in genuinely transformational initiatives who feel like they are “a walk in the park.” Conditions typically get harder, not easier, over time. The challenges you face tend to be emotionally charged. They may make people feel overwhelmed, cynical, and lousy. If leaders expect the initiatives to go smoothly, or make promises that they think will bear fruit quickly, then they are, in effect, predisposing themselves to react in ways that may undermine the trust that may be slowly building.


But challenges are not intrinsically bad. Being blocked is a powerful incentive to creativity and innovation. The Europeans of the age of exploration took to the sea only after the Mongols challenged their land routes to China. In recent times, the Japanese quality movement represented a farsighted response to the challenge of having their political, military, and business establishment decimated during World War II.


Challenges are no less important in the evolution of organizations. The challenges of profound change tend to be signals of hidden imperatives built into the organizational system. They arise from the “homeostatic forces” maintaining core elements of the traditional culture and functioning of industrial-age organizations. Though they may appear idiosyncratic to individual organizations, we believe most are near universal to all contemporary large enterprises. They can’t be overcome through sheer brute force or willpower; rather, they require understanding and often counterintuitive strategies. Our success in developing those strategies will determine the degree to which we can sustain profound change processes, and the degree to which real “postindustrial”-age institutions will emerge.



3 Rethinking Time



Peter M. Senge


People tend to neglect the power of reinforcing growth processes because we have become habituated to think in terms of the discrete beats of mechanical linear “clock time.” It is important to remember that the mechanical clock was only invented five hundred years ago, in the fourteenth century. Before that, human beings did not think of time in constant, fixed increments that keep adding in a steady linear progression. Today, you can almost hear the machine’s wheels grinding relentlessly: sixty minutes to each hour, then another sixty minutes make another hour, then another sixty minutes make another hour, then another, then another . . .


Nature’s time is different.


CLOCK, TIME, PUNCTUAL


[image: image]


These three words, in themselves, trace the history of the shift from natural time to mechanical time. “Clock” comes from the Latin clocca, for “bell”; it reflects the first people to keep time by sound, the sixth-century Benedictine monks, who rang seven bells each day to mark hours for prayer. Suddenly, instead of people observing the flow of time (watching an hourglass or water-clock), time found them. The call of the bell broke the flow of attention and summoned people to mark the hour. The word “six o’clock” referred to the sixth bell-ring of the day. The word “time” came later, emerging sometime close to the invention of the mechanical clock; it derives from the Indo-European base di—to “cut up or divide.”


In the sixteenth century, the time of Kepler and Galileo, the universe itself began to be seen as a vast piece of clockwork, with the planets moving in “epicycles” that resembled, in the descriptions of early cosmologists, the interlocking wheels of a mechanical clock. “By the late seventeenth century,” writes historian Daniel Boorstin, “the word ‘punctual’—which formerly had described a person who insisted upon points (from the Latin punctus, ‘points’) or details of conduct—came to describe a person who was exactly observant of an appointed time.”


See The Discoverers, by Daniel Boorstin (New York: Harry N. Abrams, 1991), Vol. I, p. 61ff and p. 110. Also see The Wholeness of Nature, by Henri Bortoft (Hudson, New York: Lindisfarne Press, 1996); and Technics and Civilization, by Lewis Mumford (New York: Harcourt Brace Jovanovich, 1934, 1963).


At the end of the nineteenth century, the machine metaphor had penetrated scientific thinking so completely that physicists and biologists assumed that they would soon be able to figure out the workings of the universe entirely. The mysteries of nature would simply be another set of cogs in the mechanical clock of the cosmos. That possibility died with the discoveries of quantum physics, but the intuitive feeling of being in a mechanical universe lives on in civilized society, propelled by the ticking of precisely measured beats and the continued use of words like “clock,” “time,” and “punctual.”
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Nature’s time is inseparable from the processes whereby nature produces change. Nature creates cycles such as the flow of the seasons, the migration of birds, and the cycles of human moods; and nature creates growth. Nature’s growth processes inherently accelerate. To appreciate the stark contrast between linear clock time and the “time clock” implied by reinforcing growth processes, look at the graph below. It shows two change curves: one that advances linearly, growing in increments of ten every quarter. The second grows exponentially, doubling in size every quarter. Both curves start together at one. Which growth is more powerful? For the first six quarters, the linear progression wins out, easily. In fact, for the first four quarters, the exponential curve grows only a tiny fraction of the linear growth. But the exponential curve catches up after six quarters, and then there is no contest. Two quarters later, the exponential curve is four times the linear progression; by the tenth quarter, it is ten times the linear progression!


The really interesting feature of these two curves is their respective implications for achieving “scale.” Everywhere, today, I see managers wrestling with how to achieve significant change on a scale that matters. Often these people are impatient with the “pilot group” idea. “We don’t have time to just focus on a few pilot groups and then learn from them. We’ve got to transform two hundred production facilities around the world within the next three years.” So, they opt for the “top management roll-out,” a plan disconnected from any natural progression: one project, two projects, two hundred projects . . .
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See, for example, Vic Leo’s comments about the “boom theory,” page 169.


But roll-outs rarely achieve their targets—except in the most superficial ways—precisely because they do not activate the underlying reinforcing processes that naturally accelerate because they are self-reinforcing. Managers eager to meet the pressures from competitors, customers, and investors often say, “We just don’t have time for this learning stuff.” But, in fact, maybe they don’t not have time for it.


But there is another old saw in biology that says, “nothing grows forever.” While reinforcing exponential growth is nature’s vehicle for expansion, it never operates unchecked. Growth in all natural systems occurs through an interplay of reinforcing processes and limiting processes. In nature, the power of limits determines the extent to which growth follows the path of acceleration. In organizational change, the power of limits similarly determines the extent to which pilot projects ever grow to realize significant impact. This is why effective leaders focus their attention on understanding and dealing with limits.



4 Limits Ahead



Using the “Limits to Growth” dynamic to meet the
challenges of profound change effectively


Michael Goodman


Until now, this book has focused on the reinforcing processes underlying profound change. The rest of this book addresses the limiting processes that shape profound change—the challenges. Before exploring specific challenges in depth, it helps to understand their generic nature: the interplay between reinforcing and limiting processes, and the strategic options available to leaders in dealing with them. We have asked Michael Goodman, director of the systems thinking practice at Arthur D. Little/Innovation Associates, to describe these dynamics and strategies. The behavior of limits in business settings has been a subject of his own in-depth study for the past two decades. An alumnus of the MIT system dynamics program, Michael was also the emcee of the “systems thinking” section of The Fifth Discipline Fieldbook


If you’ve ever been part of a learning or change initiative, you probably recognize the feeling of challenges. After a brilliant beginning, with high demand, you cross a threshold. Suddenly you think, “We’re not seeing any movement anymore.” Your work is less effective, your support in the organization wanes, and crosscurrents stymie your impact. The harder you push, the harder the system pushes back.


You are part of a common systems situation known as “limits to growth” (or “limits to success”).


If you want to make any long-standing progress in that kind of situation, you need to understand where the apparent limits to your success are coming from. Limits generally don’t become visible until they’re provoked, but by the time you provoke them it may be too late to deal with them. Therefore, your highest leverage comes from anticipating them, rather than reacting to them.


THE BASIC STRUCTURE OF “LIMITS TO GROWTH”


Limits to growth situations occur when a reinforcing process (of growth) runs up against a balancing process: some form of naturally occurring resistance. Balancing processes are the means by which systems maintain integrity, continuity, and stability. They represent the continual seeking of some natural balance point—a human body’s homeostatic state, an ecosystem’s balance of predator and prey, or a company’s generally accepted level of stability.


This illustration shows the typical pattern of behavior of a balancing process—oscillating toward equilibrium.
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Balancing points are not always obvious or explicit, but they nonetheless govern the boundaries of system activity. For example, every company has its own implicit cultural norm around the appropriate level of controversy and argument. Break that norm by speaking out too stridently, and you may well feel pressure to quiet down. Yet if you are too quiet, you might feel subtly compelled to speak out more. As members of the company cue one another this way, the system oscillates between “too much” speaking out, and “too much” silence, always approaching the group’s behavioral “happy medium”—at least until some perturbation happens that throws off the balance again.
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