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 INTRODUCTION

A Growing Epidemic of Management Malpractice

MANAGEMENT MALPRACTICE has always existed—even the best leaders can make mistakes—but it seems to have become rampant in recent years. As evidence of this, look at a business leader such as Richard Scrushy, former CEO of one of the country's largest health-care conglomerates, HealthSouth. Scrushy promised his employees fairness and honesty, but government officials currently are seeking the return of almost $300 million in alleged ill-gotten gains, including yachts, lake homes, jewelry, airplanes, luxury cars, and paintings by Picasso, Chagall, and Renoir. Management malpractice of this sort creates a corporate culture of cynicism and contempt that damages morale, destroys productivity, and, ultimately, erodes an organization. Executives from such well-known companies as Enron, Arthur Andersen, Global Crossing, WorldCom, Tyco, Kmart, Sunbeam, AT&T, Polaroid, and Qwest have lied, cheated, denied their mistakes, become slaves to Wall Street, devalued their employees, glorified their positions, and generally committed multiple acts of management malpractice.

What about those companies with much better reputations, companies such as Coca-Cola, Rubbermaid, Wal-Mart, Procter & Gamble, 3M, Merck, Johnson & Johnson, Microsoft, General Electric, Intel, Boeing, Hewlett-Packard, Berkshire Hathaway, Southwest Airlines, IBM, the Home Depot, J.P. Morgan, and Dow Jones—all of which have appeared at least five times on Fortune magazine's annual list of America's most admired companies during the past twenty years? The great management principles developed and honed by such leading companies are emulated by thousands of organizations throughout the world for both good and ill. The good, of course, stems from the unifying and galvanizing effect of great management principles and strong corporate values on people and corporate cultures. The ill, on the other hand, arises when managers and leaders fail to practice these principles, or practice them inconsistently, resulting in work cultures of contradiction and absurdity that can turn leadership truths into lies—lies that, if left unexposed and uncorrected, constitute management malpractice.

The following are a few disturbing examples—described in more detail on the pages that follow—of the sort of management malpractice that runs rampant in today's organizations.

Example #1

Faulty inhalers from Schering-Plough allegedly have led to the death of seventeen asthma sufferers. The word “allegedly” is used in this case because the company has not yet accepted full responsibility for actions that may have led to the tragedy. Schering-Plough also has had a growing number of product recalls, FDA fines, and sanctions. Unfortunately, management has offered few explanations and no solutions.

The malpractice? Using inflated promises or the appearance of “accepting full responsibility for actions” as a way to convince customers to buy products and to induce employees to accept full responsibility for their actions, even when senior executives don't.

Example #2

Lucent scientists told CEO Rich McGinn that the company was losing its competitive edge in new research and technology, while his salespeople told him that sales were being propped up by deep discounting rather than real growth. Instead of listening to his people and making substantial changes, McGinn concentrated on giving the Wall Street stock analysts what they wanted: unwavering growth. Lucent's scientists and salespeople eventually were proven right, and McGinn was replaced because he kowtowed to Wall Street rather than relying on the advice and rich diversity of his own employees.

The malpractice? Espousing the principle of “fostering diversity” to appease employees, satisfy agencies, and avoid legal exposure, while ignoring its real potential for strengthening teamwork, increasing individual fulfillment, and improving organizational performance.

Example #3

Kmart built a powerful brand only to see it lose its market share to Target and Wal-Mart. Following old assumptions about low prices, quality products, and marketing couldn't rescue the one-time $40 billion retailer; the result was massive layoffs, store closings, and bankruptcy.

The malpractice? Asking your employees to constantly challenge their assumptions and biases when you have no intention of doing the same.

Example #4

When the New York Times discovered that Jayson Blair had been plagiarizing stories and inventing interviews, executive editor Howell Raines was forced to resign. In many ways, Raines had been a superb executive editor, but he didn't listen to his staff, many of whom thought him to be domineering and biased toward certain star reporters. A culture was created that eliminated honest dialogue and the inclusion of all viewpoints.

The malpractice? Embracing the idea of listening to all viewpoints in the organization as a way of making employees feel valued, important, and relevant, when, in reality, you have no intention of seriously considering their viewpoints, especially when it comes to making major decisions.

• • •

This book aims to expose such management malpractice by showing how great management principles and strong corporate values often are consciously and unconsciously twisted and perverted by leaders and managers for their own gain at the expense of their people and organizations. When this happens—and it happens much too often in today's business environment—these great management principles and strong corporate values turn into nothing more than worn-out clichés, meaningless lip service, manipulative devices, and outright lies.

However, once the malpractice has been exposed, managers and organizations can work together to restore the value and integrity of these principles. The principles can be reinstated and, if necessary, adapted and applied in a way that is realistic and effective in today's competitive marketplace. Thus, a principle regains its authenticity not simply because it's a nice sentiment, or the “right” thing to do, but rather because it reflects the current business reality. Values and principles then become more than aspirations or lofty goals in mission statements that are read once a year at the company meeting. They instead become strategic practices that are executed tactically and operationally at all levels of an organization. They become principles and values that allow you to take your organization to new heights deserving of Fortune's most admired companies status.

This book is designed not only to give you an insurance policy against management malpractice but also to provide you with the powerful medicine necessary to put you on the path toward making your organization healthy again. Each of the book's twenty-five chapters—sometimes overlapping in subject, but each with a distinct point to make—focuses on one of the management principles or corporate values from Fortune's most admired companies and illustrates how it can devolve into the sort of dangerous lie that leads to management malpractice. You'll also see how Fortune's perennially most admired companies work diligently and constantly to prevent management malpractice, and you will be provided with practical prescriptions for preventing or curing such malpractice in your own business.

Hopefully, this book will help change the way you look at the essence of management and your organization forever. Remember, once exposed, management malpractice will never have the same smothering and stifling effect on you that it once had. Enjoy the exposure!

• • •

A note from the author on reading this book: I designed this book for random access, not for sequential consumption. My suggestion is that you select a chapter from a different one of the five parts each time you pick up the book. Reading the book in this manner will help you better appreciate the scope and subtleties of management malpractice in today's business environment.

Finally, I would like to dedicate this book to people in organizations everywhere who have been demeaned, manipulated, lied to, oppressed, abused, or otherwise injured by the malpractice of management.
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 MALPRACTICED PRINCIPLE #1

“Develop a Healthy Dissatisfaction with the Status Quo”

JAKE FINDLEY sat in the executive committee meeting waiting for the right time to make his dissatisfaction with certain personnel policies known. Jake was the president of a small division in a rapidly growing $1 billion industrial services company that provided technology, equipment, and services to utilities, oil refineries, and chemical processors. His division specialized in equipment rental and leasing. He was one of seven division presidents in the company and had been in the position for two years.

The discussion turned to human resources. Jake took a deep breath and readied himself to express his dissatisfaction with several rigid and ineffective personnel practices.

“I have concerns about policy development residing at the corporate level. We need more flexibility to deal with our unique needs and I'm not sure that certain standardized policies work anymore,” he said.

“You've been living with these policies for two years … why the concern now?” Don Matlin, chairman and CEO, said with a hint of defensiveness.

“Because we want to introduce new policies like spot bonuses, flextime, and more vacation time to attract and retain the best people,” Jake said.
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“We can't keep changing policies to accommodate everyone; it isn't fair to the other divisions. It violates the principle of equity, which I firmly believe in,” Don returned.

Mike Rabonich, one of the other division presidents, spoke up. “That's the problem with getting larger … corporate creep. Policies and rules proliferate and then you can't change them.”

“We can't keep changing policies. It will never end,” Don said.

“Why is one of our values ‘cultivate a dissatisfaction with the status quo,’ if we never want to change our policies?” Jake asked.

“I'm not saying we'll never change our policies, but we can't do it willy-nilly, and we certainly can't do it at the drop of a hat,” Don said.

“So what's the process for changing HR policies?” Mike asked.

“Fran, it looks like it's time for a full-blown review of our HR policies,” Don said, looking at Fran Carrera, the company's VP of human resources.

Fran nodded and was about to respond when she was interrupted.

“Jake and Mike are right. We can't make change so difficult that we have to perform a full-blown review every time there's a new idea. We've got to be more flexible than that. Otherwise we should get rid of our ‘dissatisfaction with the status quo value,’ Chief Financial Officer Jessica Walthus said.

“Okay,” Don said with more than a hint of frustration. “We'll come up with an approach to policy changes and get back to you. Right now we need to turn our attention to the proposed cost-cutting measures for this quarter.”

“So much for dissatisfaction,” Jake muttered under his breath but loud enough for Mike to hear him.

Mike smiled. “Don't give up, we'll get there … eventually.”

They both chuckled and then nodded to each other, acknowledging their mutual cynicism.

Facing the Truth

The Status Quo Is an Enemy to Progress

After decades of emphasis on change management in a world of growing complexity and volatility, most business leaders and corporate enterprises agree that healthy dissatisfaction with the status quo is a good thing—in fact, it's something to be encouraged and promoted. But how far should you go? All the way to destruction of the status quo, according to McKinsey & Company consultant Richard Foster, coauthor of the book Creative Destruction: Why Companies That Are Built to Last Underperform the Market—And How to Successfully Transform Them. Old processes, systems, structures, approaches, methodologies, and paradigms must be revolutionized, if we expect to accelerate the growth and advancement of our enterprises. Healthy dissatisfaction means being pissed off enough about the status quo to actually destroy the old and invent the new. The greatest obstacle to future progress is the viewpoints, philosophies, and habits of the past.

Fostering a healthy dissatisfaction with the status quo gives you and your organization the strength to overcome the limits of your past and the ability to boldly create your future. Don't let anyone in your organization think that dissatisfaction with the status quo represents negativity, disloyalty, or untrustworthiness—such dissatisfaction is vital to the future viability of your organization.

The Lie—“We want our employees to develop a healthy dissatisfaction with the status quo so that the organization can quickly adapt to changing circumstances.”

The Truth—Most organizations pay lip service to expressing dissatisfaction with the status quo but few of them want more than incremental change from internally generated efforts. Mergers and acquisitions give the appearance of significant change but rarely do more than combine two slowly changing organizational systems.

The Malpractice—Promoting a healthy dissatisfaction with the status quo when you really want only limited dissatisfaction and incremental change so that it does not disrupt current operations. In other words, you encourage dissatisfaction with the status quo as means of attaining excellence, while discouraging dissent and criticism of corporate policies and procedures.

This management malpractice has arisen because certainty is preferred over uncertainty. The problem is that in a world of extreme and rapid change, any preference for certainty over uncertainty entrenches the status quo and makes progress dependent upon incremental improvements.

The Prescription—Don't ask your people to be dissatisfied unless you're willing to live with the consequences. When your people become more critical and questioning because you've asked them to cultivate a healthy dissatisfaction with the status quo, don't turn around and call them malcontents or label their input as negativity. Dissatisfaction with the status quo leads to new ideas, innovation, and improved processes in the long run.

Won't too much dissatisfaction with the status quo make people unhappy and unproductive? Not according to management guru Tom Peters. In his new book, Reimagine! Business Excellence in a Disruptive Age, Peters makes his dissatisfaction with the status quo abundantly clear. “I'm mad that I—and a lot of people more clever than I—have been screaming and yelling and shouting about bankrupt business processes for twenty-five or thirty years … mostly to no avail.” Agreed! Organizations that foster greater dissatisfaction with the status quo will reap greater benefits, including adaptability, versatility, agility, and perpetual viability. Peters may be right: “We need a lot more outrage and many more pissed-off people if we want to change the world.”

Exposing the Lie

Dissatisfaction with the Status Quo Is Only Favored When It Doesn't Threaten Current Sales

When the status quo feeds and clothes you, provides you with a comfortable lifestyle, and causes you to view change as unnecessary and too uncertain, why would you, unless you're one of those personality types driven by change, want to be dissatisfied with it? Or at the very least, why would you want to stick your neck out to express it? Most people in such situations—and there are more than you think—don't want to nurture a dissatisfaction with the status quo; in fact, they often resent and distrust executives and managers who keep asking them to work and think outside of their comfort level. Furthermore, they detest executives who, after finally convincing their people to embrace dissatisfaction, pull the rug out from underneath them by failing to support or even rejecting change initiatives that come from them.

Take DuPont, the $30 billion chemical giant, as an example. At one of the company's divisions, DuPont Pharmaceuticals, executives are trying to foster a healthy dissatisfaction with the status quo; however, their frontline managers and sales reps don't want to let go of their traditional practices because life is good. Unfortunately, DuPont is not unique. This is a common occurrence in most organizations: corporate executives encourage dissatisfaction with the status quo while frontline managers and sales reps resist change and hold on to the status quo because their livelihood depends on it. Sometimes it happens in reverse; frontline managers want change while senior executives offer up the resistance. In the case of DuPont Pharmaceuticals, senior executives seem to want both—change and stasis. The company's compensation systems are still tied to the traditional business model of drug company sales reps visiting doctors, which is a highly successful practice. On the other hand, the company's senior executives are promoting Internet portals that enable sales reps to build Web sites for their customers. The Internet portals would save time and be more convenient for the doctors—but the sales reps, not surprisingly, are not responding. They're unwilling to sacrifice compensation for the sake of progress.

Getting managers and sales reps to change their methods without giving them sufficient incentive or backup during a period of transition is unlikely to work for DuPont Pharmaceuticals or any other company. At a recent ePharma Summit in Philadelphia, Derek Jones, senior director of e-business for DuPont Pharmaceuticals, commented on the company's struggle to promote new business models while holding on to the old ones: “This is a really tough one, and you have to work on multiple levels to overcome it.”

Promoting a healthy dissatisfaction with the status quo is tricky business because you risk confusing your employees by forcing too much ambiguity on them and exposing them to dilemmas that they are not prepared to resolve. Not surprisingly, DuPont Pharmaceuticals' senior executives have experienced significant internal roadblocks to their e-business strategies. If you want your employees to have a healthy dissatisfaction with the status quo, you must be prepared to support them and guide them in the quest for a better way. If you don't, you may be accused of malpractice.

Avoiding the Malpractice

Dissatisfaction with the Status Quo and Negativity Are Not the Same Things

Five times on Fortune's most admired companies list over the past twenty years, Southwest Airlines built itself upon dissatisfaction with the status quo. Unhappy and dissatisfied with the way things were in the airline industry, Rollin King and Herb Kelleher changed the industry with their simple, streamlined notion: “If you get your passengers to their destinations when they want to get there, on time, at the lowest possible fares, and make darn sure they have a good time doing it, people will fly your airline.” Their dissatisfaction worked, creating an airline with more than $6 billion in revenue, 3,000 flights a day, 35,000 employees, more than 30 consecutive years of profitability in an industry famous for its losses, and “the airline industry's best cumulative consumer satisfaction record,” according to statistics accumulated and published by the U.S. Department of Transportation.

How do they do it? According to President Colleen Barrett, the company has always been innovative and always will be because of its employees. “No matter how often we are copied, no one can duplicate our employees,” who always maintain a healthy dissatisfaction with the status quo and a commitment to improving the company's product. And the company's results bear her out: during the past ten years Southwest has continued to reject the status quo by pioneering ticketless travel; ticketless travel online; “SWABIZ,” a tool that assists company travel managers in booking and tracking trips; self-service check-in kiosks; and online boarding passes.

At a recent gathering of the company's senior leaders, Southwest's cofounder and chairman Herb Kelleher warned that the biggest obstacle to the company's future success was “Ourselves—Complacency … Smugness … Greed … Selfishness.” To ensure the company's future success, he admonished leaders to “always look out, instead of in, and forward, instead of backward, because the great white sharks are cruising out there ready to eat our livers at any time.” Kelleher should be proud that after more than thirty years his original dissatisfaction with the status quo remains as healthy as ever, making Southwest, according to its marketing literature, “the only shorthaul, low-fare, high-frequency, point-to-point carrier in America,” and the most resilient airline in the world.

Writing the Prescription

Be Relentless in Challenging the Status Quo

Are you enamored with the status quo? Are your people overly committed to or content with the status quo? What are you doing to create a healthy dissatisfaction with the status quo? How much dissatisfaction is healthy and how much is too little or too much? Can you have too much dissatisfaction with the status quo? What are you doing with your dissatisfaction? How do you respond to the dissatisfaction of your people? Do you support and encourage it or do you squelch and reject it? What do your people think of your dissatisfaction with the status quo? Would they say it's healthy, unhealthy, or nonexistent?

1. Talk candidly and repeatedly with your people about dissatisfaction with the status quo. Help them see why it's unreasonable to think that the current state of affairs could be sustained for the long term. Show them how change can improve their personal situations, including their job security and their opportunities for future advancement. Generally, people accept the status quo without questioning it. Challenge your employees to see and think about things differently. Have brainstorming meetings; look at case studies and best practices of other companies in your industry. Help your employees to look beyond the status quo.

2. Discontinue or destroy something—a process, a rule, a system, a routine, a habit, a practice, or a relationship that entrenches the status quo or enshrines certainty. Creative destruction is the process of burning the old so that the new can grow. Creatively destroy something monthly—making sure that something better emerges from the ashes.

3. Foster an entrepreneurial attitude to promote a healthy dissatisfaction with the status quo in your people. “Although there has been a net loss of jobs in heavy manufacturing over the past twenty years, our economy is vibrant, and new jobs are being created each year. These positions are not the result of big companies expanding their operations; they arise largely from entrepreneurial efforts, because individuals had visions they pursued and people in the marketplace were willing to buy the products and services flowing from those visions,” explains Stanford Business School professor Irving Grousbeck. His number one characteristic in this entrepreneurial attitude is “An unending dissatisfaction with the status quo.” Promote this sort of entrepreneurial attitude in your people.

4. Develop a tolerance for ambiguity. You and your employees may not have jobs tomorrow; your company may be acquired or merged tomorrow; any number of things could happen tomorrow. Live with it. Face reality. Help your people give up their reliance on things as they are and create the future by telling them the truth about reality and about the organization's struggles to deal with it. Teach them to create the future rather than adapt to it.

5. Hire outsiders, including people from other industries. They will help you see the future differently because they won't be beholden to the status quo. Promoting from within is great, but so is drawing upon talent with diverse backgrounds and experience.

You can avoid the malpractice of encouraging a healthy dissatisfaction with the status quo while rejecting and squelching the ideas and initiatives that emerge from such dissatisfaction by encouraging an entrepreneurial attitude in your organization. At the Stanford Business School, according to Professor Grousbeck, they teach students the difference between administration and entrepreneurship: “We think that a dissatisfaction with the status quo is often what impels an entrepreneur, whereas an administrator, even a forward-looking one, is often thinking in terms of evolutionary developments—of how he or she can improve the current situation at the margin.” Be entrepreneurial, distrust the status quo, and never allow yourself or your people to become satisfied with it.


MALPRACTICED PRINCIPLE #2

“Share Ideas of Every Kind at Every Level”

STEPHANIE GREENE was so excited about the preliminary results of a third-party lab test that she decided to call her team members at the R&D division, who worked in a laboratory several hundred miles south of her office. She knew that her boss would not appreciate her sharing the information before the results had been completely confirmed and validated, but her colleagues in R&D were anxious to know and she was eager to inform them. A team of seven people, four from the battery division and three from the R&D division, had spent months working on this project to extend the storage life of large industrial batteries, and preliminary test results looked very promising. Collaboration between the two divisions had proved very successful, and Stephanie hoped to see more of such collaborations in the future.

Unfortunately, her boss, Robert Forrester, didn't see it the same way. Later that same day, he came stomping into her office and closed the door behind him. “Who told R&D about the test results?”

“I did,” Stephanie said with a gulp.

“What in the hell were you thinking? You know how R&D exaggerates things. It's gone all the way up to the CEO. Now everyone thinks we've solved this. Hell, we've got weeks of follow-up testing to do before we'll know if we've solved anything—you know that. Damn it, there's nothing I hate more than making promises we can't keep.”
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“This team has worked so hard, Robert. They deserved to know about the preliminary results,” Stephanie said.

“They deserve to know the results when we're finished with the testing.”

“That's not how we've worked together. Everything has been communicated openly and quickly; it's one of the reasons we've been so successful.”

“Let's hope you've been successful. There's nothing to celebrate yet.”

“Of course there is. These preliminary results are amazing. Even if we—”

Robert cut her off. “There's no excuse for sharing information prematurely. That may be how they work in R&D, but it's not how we work in this division. We're disciplined engineers who—”

This time it was Stephanie who interrupted. “That's not how we worked on this project. It was much more experimental and iterative. We learned a lot from R&D. Even though the process was messy, the flow of ideas and knowledge was wonderful. It's why we were so successful.”

“I'm not going to discuss this any further,” Robert snapped. “There is to be no more conversation regarding test results with the R&D division, or with anyone else, without my approval. We are going to do this in a disciplined, professional manner. I've already talked to the head of R&D and told him the same thing. I will not have these preliminary test results leaked throughout the company. We're going to do this right or we're not going to do it at all.”

After Robert left her office, Stephanie sat there for several minutes trying to regain her composure, and questioning whether or not she wanted to remain at a company that didn't trust its employees enough to openly share information and ideas.

Facing the Truth

Sharing Ideas Is the Secret to Empowering Knowledge Workers

Knowledge workers don't require the same sort of command and control management that physical labor workers may require. In fact, the key to managing knowledge workers lies in creating an environment where they can share their ideas, information, and knowledge without limitations or constraints. Maximizing idea sharing, at all levels in an organization, becomes paramount in a knowledge worker environment. It allows organizations to become flatter and less dependent on hierarchy, which in turn promotes commitment, self-management, collaboration, and learning. Harvard Business School professor Robert Austin defines knowledge work as “work in which value is created primarily through manipulation of ideas … and which occurs primarily in intellectual domains.” In other words, knowledge-work environments demand the sharing of ideas because ideas form the very basis of value creation.

The Lie—“The more we share ideas at all levels, the stronger we become as an organization. In fact, sharing ideas of every kind at every level is the lifeblood of this organization.”

The Truth—Too much sharing can be counterproductive and costly, in terms of time wasted and decisions being delayed until everyone can agree. The sharing of ideas should be encouraged but monitored so that it doesn't impede the process. Most organizations exist to turn a profit—they're businesses, not universities.

The Malpractice—Building a culture around the sharing of ideas at every level in order to promote involvement and commitment, while working behind the scenes to contain and control the sharing of ideas in order to control people.

This management malpractice has arisen because devotion is more valued than innovation. For all the attention and focus on innovation, most organizations still favor convergence over divergence, conformance over rebellion, and steadiness over changeability until their “good, solid” management approach leads them into decline, at which point their appetite for new ideas—along with mavericks, rebels, visionaries, and innovators—suddenly increases.

The Prescription—Allow for a full and rigorous sharing of ideas of every kind, at every level, without constraint or limitation in order to maximize commitment, coordination, and value creation. Sharing ideas openly and actively throughout the organization is one of the best ways to build commitment to work and greater collaboration.

Nothing will change your organizational culture from a competitive, noncollaborative environment to a collaborative, learning environment faster than the robust exchange of ideas, information, and knowledge at every level in the organization. According to Harvard's Professor Austin, knowledge work is “less constrained than traditional physical work by the need to get it right the first time and can instead be more iterative and more oriented toward exploring, experiencing, trying, and trying again. In knowledge work, rapid experimentation can substitute for detailed planning. Successful knowledge work processes often iterate frequently (e.g., daily). They are characterized by alternating periods of unstructured work by individuals and small groups and structured pulling in the reins' by managers to integrate work. Such processes often look messy, even when healthy and productive.”

The exchange of ideas has become more essential in the majority of today's work environments. Why? The velocity of information is increasing. Product cycles are shortening dramatically. A brand or product that would have lasted for years in our parents' generation now, more often than not, has a much reduced shelf life. One great idea can't sustain an organization financially or culturally for as long as it used to. Innovation—at frequent intervals—is necessary in order for an organization to survive.

Exposing the Lie

Share Ideas Throughout the Organization Only When Necessary

A McKinsey Quarterly article (1st quarter, 2004), “Knowledge Management Comes to Philanthropy,” illustrates the consequences of failing to share ideas and knowledge throughout an organization. A Baltimore-based nonprofit organization, the Annie E. Casey Foundation, with assets of $2.5 billion and a fifty-year track record of helping disadvantaged children and their families, realized that it was failing to share its expertise, knowledge, and ideas internally and externally. Because key information was not easily accessible, and critical knowledge and ideas for providing better services remained in people's heads rather than being implemented, the organization was failing to provide vital information to grant recipients and policymakers. People inside the organization didn't even know about the latest developments and ideas for improving services.

A team from McKinsey & Company was brought in to classify the knowledge and ideas that the foundation had developed so that they could be more readily shared. According to the McKinsey article, “It became clear that only a fraction of the foundation's intellectual capital had been captured in an accessible form. Staff members were spending endless time looking for information, and experts were constantly answering the same basic questions, such as ‘what are best practices in early-childhood education?’” In response, the McKinsey team developed new processes to facilitate the recording and exchange of ideas, information, and knowledge at every level in the organization. Thus, outside parties such as grant recipients and government leaders could benefit from the full range of the foundation's experience, knowledge, and ideas for improvement. For example, “Visits to the sites of grant recipients had long been a rich source of insights, but too often what was learned there had been shared only verbally. To address this issue, simple templates were developed that associates could use to identify and record findings that might shape its ideas in other program areas.”

By the time the McKinsey team concluded its work, the Annie E. Casey Foundation was sharing ideas, information, and knowledge of every kind at all levels in the organization, making it possible to help more disadvantaged children and their families. Streamlined technology, reduced duplication of effort, improved strategy implementation, strengthened institutional memory, more productive workers, and more satisfied grant recipients were some of the benefits of better knowledge management.

Avoiding the Malpractice

Share Ideas and Thrive

Wal-Mart has appeared on the Fortune most admired companies list ten times during the past twenty years for good reason. With 1,500,000 employees and $300 billion in revenue, this massive discount retailer manages to share ideas of every kind at every level in its organization. At weekly merchandise meetings, the employees, called associates or partners, are encouraged to share their ideas openly and with passion. Every idea counts and is taken into consideration. On Saturdays there's more sharing of ideas, information, and knowledge along with informal entertainment. Every day in the stores, associates are encouraged to look for ways to improve the operation. Sound like your organization? At Wal-Mart it really works. Sam Walton made sure of that by leaving his legacy of rules, ten of them, that still guide the behemoth retailer. Here are three of his rules, which help fuel the sharing of ideas, information, and knowledge throughout the organization.

Rule 3—Motivate your partners or associates. Money and ownership alone aren't enough. Constantly, day-by-day, think of new and more interesting ways to motivate and challenge your partners. Set high goals, encourage competition, and then keep score. Make bets with outrageous payoffs. If things get stale, cross-pollinate; have managers switch jobs with one another to stay challenged. Keep everybody guessing as to what your next trick is going to be. Don't become too predictable.

Rule 4—Communicate everything you possibly can to your partners. The more they know, the more they'll understand. The more they understand, the more they'll care. Once they care, there's no stopping them. If you don't trust your associates to know what's going on, they'll know you don't really consider them partners. Information is power, and the gain you get from empowering your associates more than offsets the risk of informing your competitors.

Rule 7—Listen to everyone in your company. And figure out ways to get them talking. The folks on the front lines—the ones who actually calk to the customer—are the only ones who really know what's going on out there. You'd better find out what they know. This really is what total quality is all about. To push responsibility down in your organization, and to force good ideas to bubble up within it, you must listen to what your associates are trying to tell you.

Sharing ideas at every level is a priority at Wal-Mart and every associate knows it, even before joining the company. The company's Web site makes it clear: “We have a continuing need for devoted Associates with a desire to excel and share new ideas.” Sharing ideas of every kind at every level is a way of life at Wal-Mart, and the results are obvious. Not only has Wal-Mart revolutionized the retailing industry; it has become a model of successful management throughout the world.

Writing the Prescription

Sharing Ideas Is the Primary Driver in the Knowledge Economy

Are ideas, information, and knowledge shared actively and readily within your organization? Or are they used for power positioning and political maneuvering? Do you personally share ideas of every kind with people at all levels in your organization? How would you characterize your organization's culture—competitive and noncollaborative, or collaborative and learning oriented? Do you believe that sharing knowledge and ideas can go too far in an organization? If so, why? How many of your direct reports are knowledge workers? Do you manage them as knowledge workers or as physical labor workers? What can you do to improve ideas, information, and knowledge sharing in your organization?

1. Ask your direct reports to share ideas with you and with each other on a daily basis. Reinforce such sharing of ideas in every meeting by allowing time for ideas, information, and knowledge exchange among your direct reports. The only way that sharing ideas can be increased in an organization is if key people begin implementing the practice regularly. The only secret here is that one person can make a difference. Share ideas openly on a regular and consistent basis and people will do the same with you. Small groups practicing such idea sharing can have an impact on the entire organization.
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