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CHAPTER 1 The Three Paradigms






We live in an age of sweeping conflict, widespread skepticism, and intense anxiety. Contention feels pervasive. Balanced discourse is a thing of the past, and pundits constantly tell us what’s wrong with society. People complain like it’s an Olympic event, and gurus in the marketplace obsess over the massive problems they see in the world. Negativity seems to be the norm.


However, we believe there is hope. There is an answer, and it starts with focusing on the solutions. When people focus on problems, they become world-class experts on “the problem.” When they focus on solutions, they can become world-class experts on “the solution.” We believe “the solution” to today’s massive challenges lie within the 3rd Paradigm.


As a reference point, a paradigm is a philosophical framework or discipline within which theories and laws are formulated. We believe we are entering the era of the 3rd Paradigm. Let us take you on a short journey through what we define as the three paradigms of the modern era before we talk more about the solution.







The 1st Paradigm


The 1st Paradigm is the era of competition. This paradigm was formulated within the framework of the laws of production by early pioneers of business thinking. Formal theories of management began to be developed in the late 1800s by experts like Frederick Taylor, Frank and Lillian Gilbreth, Max Weber, and others who focused on issues like workflow, economic efficiency, and labor productivity. This was the era of “scientific management,” which was the beginning of business theory. Scientific management’s focus on production led directly to the 1st Paradigm’s emphasis on competition.


The 1st Paradigm was so focused on productivity and competition that it failed to account for the needs of the people in the workforce. Competition was about gaining something by defeating your rivals or establishing superiority over them. It meant having a winner and a loser. The impact this had on individuals was generally minimized—unless it had an impact on productivity.


Can you imagine living in this production-oriented, competitive model today? Sixty-hour workweeks would be the norm, there would be few—if any—breaks, you’d be expected to work during much of your current lunch time, safety regulations would be nonexistent, and children might be working right next to you in a factory. In most “developed” nations, that now seems inconceivable, but in the late 19th and early 20th centuries, it was common throughout the world. In those countries where employees are still required to work extreme hours, it can easily lead to burnout, stress, and dissatisfaction in the workplace.


You might even be working in an environment like this right now. Did you find yourself nodding your head when you read about routinely working 60-hour weeks, eating lunch quickly—or even at your desk—and feeling stressed and burned out? If so, your company might be stuck in the 1st Paradigm, so focused on “getting ahead” of the competition that workers like yourself are left behind. If so, know there is a better way to do business.







The 2nd Paradigm


The 2nd Paradigm is the era of cooperation. This paradigm evolved over time as people learned that a strictly production-oriented approach did not take into account the interaction of the people involved in the process. This era was about two or more people working together toward shared goals. The focus on acting together for a common purpose started to evolve in the 1960s. Around this time, MIT management professor Douglas McGregor published his groundbreaking book The Human Side of Enterprise (1960), which introduced the concepts of Theory X and Theory Y. His framework highlights the motivating role of job satisfaction and argues that people can do their work without constant direct supervision. McGregor insisted that people are one of the most valuable assets for driving organizational success and that success comes from people being highly engaged in the process, with management recognizing employee contributions. His theory further focused on the motivating role of job satisfaction for individuals in the workplace.


We may be puzzled by this because these ideas seem so obvious now, but they weren’t at the start of the 2nd Paradigm. This was, in fact, revolutionary management thinking in its day.








Ivan


Warren Bennis was on my doctoral committee at the University of Southern California. In his time, Dr. Bennis was considered to be the world’s leading expert on leadership and organizational development. Years after I received my degree, I had an opportunity to have dinner with Warren. I was a member of the Board of Trustees of the University of La Verne, and Warren had been brought in by the university to give a lecture. Over dinner, Warren mentioned to me that he was a protégé of Douglas McGregor’s while at the MIT School of Management. While I was aware of that, I hadn’t known what he told me next. He said that there were numerous bomb threats against McGregor and the school because of his radical ideas about the importance of job satisfaction and people within an organizational structure. The focus on people was heretical to many back then. What seems obvious today was truly cutting edge in the 1960s.








During the time of the 2nd Paradigm, management consultant Peter Drucker developed the MBO process (Management by Objective), whereby managers and employees could identify common goals, define their areas of responsibility, and determine measures to guide the contributions of each individual. These and other advancements led to forms of collaborative project management, which enabled teams of people to collaborate across departmental, corporate, and national boundaries to achieve organizational objectives.


Today’s organizations are much more collaborative. Old commandand-control methods have largely been replaced by much more openness and transparency than during the 1st Paradigm. Cooperation focused on better communication and compromise.


The collaborative approach used in large companies has trickled down to small and medium-size businesses as well. In a 2012 study entitled “Punching Above Their Weight,” published in the Journal of Small Business and Enterprise Development, it was found that the vast majority of small businesses (almost 78 percent) were very open to collaboration as a way of developing their operation.


While the collaborative model was a massive improvement from the strictly competitive, production-oriented model, it was still lacking the full potential that the human experience can bring. In the 1980s, John Naisbitt wrote in his groundbreaking book, Megatrends, that humanity is moving toward a “high-tech, high-touch” society, saying that the more technologically advanced we become, the more important it is to become highly connected to people. Advances in management theory and technology have been leading society toward the next paradigm. It’s important to note, however, that the transition from one paradigm to another doesn’t happen overnight. They emerge by evolving over time.







The 3rd Paradigm


The 3rd Paradigm is the era of co-creation. This concept begins where cooperation leaves off. The difference between cooperation and co-creation is the difference between working together and creating together. You may collaborate on a project, but you co-create products and services. Co-creation is a significant step beyond cooperation. It is about bringing different parties together to actually produce, improve, or customize a product or service, based on a mutually desired outcome. We define co-creation as creating value through a joint effort, typically involving both internal and external stakeholders.


While some scholars recognized the theory of co-creation in the late 20th century, it was in the 21st century that the internet brought the concept to the forefront. Crowdsourcing has become a critical tool for engagement. Waze, the navigation app, used by millions of people is a good example of this concept. The widespread application of digital technology has made customer empowerment a must. Crowdsourcing products and services such as Waze, the crowdsourcing app used by millions of people, is an early example of co-creation.
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The difference between cooperation and co-creation is the difference between working together and creating together.





Society is rapidly moving from a passive to a more participatory consumer culture. Co-creation plays a key role in this, since today’s consumers want a say in creating new products and services or improving existing ones. In their 2000 article in the Harvard Business Review, “Co-opting Customer Competence,” C.K. Prahalad and Venkatram Ramaswamy make the distinction that from approximately the year 2000 and beyond, customers transitioned from being a passive audience to being active players—becoming “co-creators as well as consumers of value.” In this age of co-creation, consumers want to work together with their favorite brands to ensure that products and services are adapted to meet their needs. In addition, many want to make sure there is a social cause related to the brand. Organizations engage in co-creation because they wish to foster the buy-in of stakeholder interest and increase value through innovation.


People tend to genuinely care about what they create. Throughout this book, we will talk about many different companies that actively employ co-creation. We include interviews that we’ve done with people who have experience in the co-creative process. Most important, we will provide you with hard data on the main benefits and drawbacks to co-creation, based on a survey we conducted of more than 4,200 businesspeople from around the world.


Many of the strategies incorporated into this book are based on those survey responses. In addition, we have integrated our experience along with various interviews to create a greater awareness of the 3rd Paradigm, which we believe will open a window to a co-creative future. Later in this book, we will share the impressions that the thousands of survey respondents shared with us about their co-creative journey, both good and bad. Integrated throughout this book is a comprehensive model for co-creation that has the power to make a difference in every business.


Running throughout the book is a story, based on a true experience, about an organization that ended up using all three paradigms before it could successfully implement a companywide project. The lessons from this tale are strong, real-life examples of how to implement (and sometimes struggle to implement) the key elements of the co-creative process. The saga begins here:




THE STORY




Richard was the owner of a midsize international company that was growing. It was the early 2000s, and the organization was still managing much of its operations through a paper-based system. However, several franchises in the company had begun to develop their own online database systems. Richard strongly considered creating such a system himself, but after long deliberation, he decided to allow the franchises to set up their individual programs. He believed that by allowing the franchises to develop competing platforms, one would prove to clearly be the best. He thought that the “cream would rise to the top,” and the best system would emerge as the obvious choice for him to adopt for the entire company.


He was wrong. Decidedly wrong.


Oh, there were a couple of very good platforms, but none of them did everything needed for every level of the organization. Worse yet, instead of cream rising to the top, enormous silos were being erected throughout the company. People started to market their own silos to all the franchisees, which created confusion and frustration for many—especially Richard.


By 2007, Richard had realized that by allowing the various systems to compete, he had created chaos throughout the company, and it was almost too late to fix unless he took drastic action quickly. His strategy of allowing the independent programs to develop was a mistake. Instead of one or two programs being the obvious choice, many different programs were competing for supremacy in the organization. It was a perfect example of the “unintended consequences of a seemingly good idea.”


As the owner of the company, he needed to come up with a solution. His natural instinct was to stand tall and let everyone know he was going to address the problem and find a single solution that would work for the entire company. However, from experience, he knew that running a franchise organization was a little like herding cats: everyone wanted to go their own direction, and the resistance to this decision would be enormous.


Although Richard’s natural leaning was to make decisions and move forward, he learned over the years that this would often lead to repercussions that were as bad or worse than just pulling the Band-Aid off and going in a different direction. Actually, he first learned this lesson when he was about 13 years old, he had learned a valuable lesson in this regard. He was running for student council, and his mother told him, “Son, I love you, but you are a bull in a china shop. You tend to just roll over people when you disagree with them, and that won’t serve you well later in life. You need to learn how to work ‘with’ people, not ‘over’ people.” She handed him a paperweight that said, “Diplomacy is the art of letting someone else have your way.” She added, “This is about collaboration, not manipulation. It’s about working together with people to find a common solution. It is about cooperating with people to help guide them into the direction that you believe is best. When you learn how to do this effectively, you will become a true leader.”


It was time, once again, to listen to that advice. Rather than simply deciding what was best for the company, he had to get their buy-in. He needed to get the key players in a room so they could help develop the best solution for the entire organization.


He accepted that competition had failed, and failed miserably. It was time to try cooperation—to let people offer their input and assistance to create one platform that would work for everyone. So, that year, Richard announced at a conference that the organization truly needed to have one uniform platform worldwide. It was hailed as a BFO (Blinding Flash of the Obvious) by nearly everyone at the conference. Now the question was “Whose silo, we mean platform, was the lucky one that would be chosen by the organization?”


According to his technology advisors, Richard was still ahead of the curve before the entire organization would require an online platform. The main problem with the existing platforms was that people around the world had a passion for their regional interests, but they absolutely did not grasp the full complexities of a global operation.


In 2008, Richard formed an ad hoc task force of about 30 key stakeholders and leaders in the organization. He was particularly keen to include people who had developed their own platforms in the process.


He brought these key stakeholders to the corporate headquarters for a two-day summit, where he meticulously laid out the global challenges and presented the requirements for a good platform that could be applied uniformly across the company. Richard was committed to the concept but not to a specific platform. He knew where they had to go, but was less concerned about what vehicle was going to take them there. Consequently, he focused on first coming to an agreement on the need for one uniform platform and then talking about what that platform would be. He told the task force that this singular platform would allow for global uniformity in tracking and reporting data. It would also tie the organization into a branded system that would be recognizable and usable to all clients worldwide, along with laying the groundwork for consistent future training programs.


He set forth this vision and then nudged, prodded, explained, and pressed the group to do the right thing for the organization. On breaks, he held individual meetings with key players to review his vision and gain their support. By the end of a very long day, the entire group agreed that the company should go to one platform.


Now came the more difficult decision—what platform should the company choose? Unfortunately, the one Richard proposed was expensive, so that was not popular among the task force members. After a second day of heated discussions, they agreed to have Richard’s technology consultants pick one platform to test extensively. The consultants then reviewed the top systems and chose the one they felt was best. It was reasonably priced, and both the technology team and the task force supported it as an alternative to the more expensive platform Richard had proposed.


Richard had achieved what was unimaginable just days earlier: He got full consensus on moving the entire organization to just one platform. He succeeded because he was able to demonstrate to his task force that they would all be better off working on the same system. To their immense credit, they were willing to abandon their own silos and go to a platform that would be used by everyone. Richard was proud of this group for having the broader vision that the company needed to grow.


The system that they chose went into extensive testing for several months and worked incredibly well. Those stakeholders using the platform liked it immensely, until about one-fourth of the organization’s data had been input into the system. At that point, it crashed and burned like the Hindenburg. The platform could not handle the massive amounts of data coming in from various countries around the world. Richard was numb. What should they do now?








The story above is only the beginning of the journey that Richard had with his company. Their story continues in each of the following chapters.







Conclusion


Co-creation is about creating synergy. The higher you go in the paradigm, the more positive people feel about the results. As you will see in the following chapters, when the process is implemented well, it can lead to amazing results. But it isn’t easy, and it won’t work for all companies (and definitely not for all leaders). As we said at the beginning of the chapter, “We live in an age of sweeping conflict, widespread skepticism, and intense anxiety.” Our world is constantly disrupted, which leads to fear. We believe, however, that co-creation can be a beacon of hope in a sea of fear and that co-creation is the vessel to navigate through that fear.












CHAPTER 2 Business Transformation, Adaptability, and the Five Types of Co-Creation






Depending on how you grew up or were educated, you may view the world of business from any of the aforementioned three paradigms. Business attracts people who love the freedom of doing what they believe is best; however, what is “best” has evolved over the years.


It can be difficult to compete against businesses that are more efficient, more tight-knit, better organized, more integrated, faster, closer to the customer, better at managing costs, and better at generating throughput from generous contributions provided by all their stakeholders—in other words, businesses that are leveraging the 3rd Paradigm. It makes their rivals seem like lumbering dinosaurs, focused more on surviving extinction than on preparing for what is to come.


As one proverb says, “If you want to go fast, go alone; if you want to go far, go together.” You can choose in which paradigm to operate, and you should ask yourself if your choice fits the problem you are trying to solve and how you are trying to solve it.


The 3rd Paradigm of co-creation doesn’t just represent a skilled survival strategy for legacy companies. It also represents an entirely different business model and way of thinking, relating, and acting in a world in which customers are smarter, more critical, and more engaged with the products they buy.


The daily news cycle is filled with stories about seismic shifts in the way we organize our lives: the impact of rapidly accelerating climate change, the fragile interdependence of global markets, the threat of pandemics, the rallying of social justice movements, and the tightening competition for resources. As a person in the 21st century, you must learn to think ahead and be prepared for continuous disruption. You must be able to adapt.


As the technology sector accelerates its development, we all must learn to live with the powerful breakthroughs it brings, from autonomous self-driving cars to the highly advanced automated self-checkouts at stores and airports. You will have to completely rethink and relearn how things are done many times during your lifetime.


If you have a family, you will need to stay aware to provide them with the right kind of support and education to be safe and thrive in the emerging world. In business, you need to be adaptive and intently agile to reinvent yourself and your business according to the changing times, market conditions, and the needs and wants of your customers. Innovation and transformation, far from being buzzwords, are the new normal; you need to learn, apply, and master their processes and embrace their blessings and discomforts.


The need to adapt is certainly not new. As business professor Leon C. Megginson stated in a speech more than half a century ago,




Change is the basic law of nature. But the changes wrought by the passage of time affect individuals and institutions in different ways. According to Darwin’s Origin of Species, it is not the most intellectual of the species that survives; it is not the strongest that survives; but the species that survives is the one that is able best to adapt and adjust to the changing environment in which it finds itself [emphasis in original]. Applying this theoretical concept to us as individuals, we can state that the civilization that is able to survive is the one that is able to adapt to the changing physical, social, political, moral, and spiritual environment in which it finds itself.





Like civilizations, we believe businesses must adapt in order to survive and thrive.


Some thought leaders claim business has the moral imperative to adapt. In his groundbreaking book The New Paradigm in Business, Rinaldo Brutoco recognized the incredible challenges that the post-World War II mass consumption economy has created—and laid bare what’s at stake: “[I]t would be literally suicidal to continue employing the same business model, as can clearly be discerned by the fact that our current application of that model is destroying the planet.” Despite many hurdles, Brutoco sees business as the only viable solution to the challenges we face. He argues business has a responsibility to act: “[T]he ability of business to resolve these perilous challenges translates into a responsibility for businesspeople to act as trustees for human society.”
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The species that survives is the one that is able best to adapt and adjust to the changing environment in which it finds itself.





We will help you see and appreciate the presence of co-creation as it is already apparent in your life and business. This book will leave you with a clear picture of when, where, why, and how co-creation can be a valuable tool and paradigm for you to step into—if you want to be part of the important changes happening in the world of business.


One important aspect of this book revolves around the data we collected and analyzed from our recent survey of more than 4,200 business professionals from around the globe. The survey results, which we’ll discuss in detail in the next chapter, underpin the recommendations we make throughout the book.


The professionals who took the survey listed “diversity of ideas” and “increased quality of creativity” as major benefits of co-creation. But what does that mean?


All humans are creators. This process of creation can be entirely unconscious, so they might not even be aware of what they are creating, whether it’s beneficial or destructive. Or it can be conscious, and they are choosing to engage with the creation process the best way they can.


This book is for the latter group. It is for the person who is not sitting idly by watching the future being written without them, who is determined to help create the world to mirror some of their best thinking, who wants to shape the world in the image of their best intentions, skill, contributions, work, and service.


What distinguishes co-creation from other forms of creation is how you go about it. How do you think about generating value when you are in the process of creating something that can be shared or offered to the marketplace? Who is actually involved in creating value, who receives the value, and what is really of value? Once you have identified that, you can disrupt your usual way of doing things and generate true co-creation.


Getting all stakeholders involved is the starting point of co-creation.




THE STORY




Our story picks up after Richard had embraced the 2nd Paradigm, cooperation. Despite involving key stakeholders, his franchise business was still facing significant challenges, and the new platform crashed and burned before it ever truly took flight. Still adhering to a cooperative approach, Richard started over. You will see how his company continued to struggle.


After the platform crashed in testing, Richard went back to the drawing board. He developed a plan using one of the legacy platform’s developers and decided to build a brand-new system from scratch. They believed that the new system would be less expensive than what was first proposed but would be stable enough to handle the needs of the entire company.


It took more than a year to finish programming the new platform, and everyone involved, including Richard, was exhausted. He and his team had worked with many stakeholders for almost two years (first with the legacy platform and then with the new one) to develop an online system to support his company. The team made sure to take input from many people throughout the organization and invested a substantial sum of money into its development. He worked with the project manager, who talked to various groups of users to develop the system. After they received feedback from many of the organizational stakeholders, the release was imminent.


When the development team was ready, the platform was released with great fanfare throughout the entire organization. The fanfare lasted about two minutes. Maybe less.


In the time it took to execute a few keystrokes on the platform, the complaints started to trickle in. The trickle quickly became a stream. The stream became a river, and the river became a flood. Richard had expected the system to have some bugs, but it turned out those bugs were more like goliath beetles. And not just a few, but a really large swarm of disturbed, angry beetles, and they were all out to get him and the team.


Richard’s initial reaction to the intense pushback about the platform was surprise and frustration. He had asked for, and received, substantial input. Hundreds of pages of input and hours and hours of discussion. The team had communicated with many arms of the organization to make sure that they implemented a platform that would address all the issues that were described to them. How could it possibly have gone so wrong?


His second reaction was that they needed a plan to get everyone onboard. Something that would turn the tide of anger and frustration. They just needed to understand…but then reality set in. He knew his stakeholders would feel that a pep talk was too little, too late—and they were too angry. They had to do a full reset of the project. But what would that look like, and how could the team make this iteration work?


Richard spent several days doing a debrief with his team to get a better understanding of why his cooperative approach hadn’t worked. One of his technology people told him that he had a nearly impossible task. Many people kept saying they could make it work as long as it was done the same way as their old legacy system. She added that he wasn’t just taking on a software project—he was tackling differing corporate processes around the world. Producing an online platform is a massive undertaking, but when you add the need to get all the stakeholders to agree to the same organizational processes when they had been changing things (without Richard’s approval), that added a multiplier effect to the dilemma. For a franchise company, this was not good, and he knew it. The combination of the bugs with the platform and the vocal group who weren’t getting features that were in a legacy system they had used, was creating an insurmountable problem.


But probably the biggest problem was that feature creep got completely out of control. In trying to make everyone happy, the team ended up adding so many elements to the platform that necessary tasks weren’t finished. The most vocal people got what they wanted, but that wasn’t the best choice for the organization as a whole. One of the tech people said it felt like the way people wanted some things was more important than the opinions of the programmers. In addition, Richard had promised to try to include everything from the various silo systems in this platform, which was eating up time and resources. That notion had to be abandoned.


People have a tough time conceptualizing something that hasn’t been created yet. People in the individual silos knew what they wanted, but they couldn’t envision the needs of the entire organization because they only saw their piece of it.


Obviously, the process wasn’t working. Something dramatic had to be done to change the hearts and minds of the stakeholders. But what?
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