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Introduction

Perhaps it is time the “work ethic”” was redefined and its idea reclaimed
from the banal men who invoke it. It is time for our species, it would
seem to go on to other matters. Human matters.

—Studs Terkel, Working'

THREE FALLACIES

What do business decision makers say they need most from employees and
managers today? ‘“We need people to work smart, to prioritize, to do the im-
portant things first.”” And, ‘*“We need people to be flexible and ready for
change.”” People on the line, in turn, demand decent pay and sensible benefits,
yes. However, more often than not we hear them talk about another level of
concern: ‘“We want our opinions to matter.”” And then, ‘“We want to have a
sense of where we’re going as a company. We want to contribute and be rec-
ognized for that contribution.”’

These longings are really quite in sync. Everyone concerned wants to be a
part of a business that really accomplishes something, that is challenging and
productive. Shareholders and owners want the business to be profitable, to main-
tain leadership in its field and to protect margins sufficiently to sustain inno-
vation. The company’s managers and employees want their products and
services 10 be well-received, and they want good decisions about future invest-
ments to be made by management.

And yet, in the consulting work I have done over the past fifteen years,
owners, managers and their line workers frequently act at cross purposes. Own-
ers seem to make investment and strategic decisions that make no sense to line
employees, and managers make the work more difficult by changing priorities,
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changing the rules or not communicating; managers seem detached and listless
to the owners who are crying for drive, energy and a sense of urgency. Line
workers act like clock punchers—in at nine, out at five.

This alienation is too bad, and it is not necessary. The disconnect grows out
of narrow mind-sets into which we have been straitjacketed for too long: (1)
businesses are rational places, and running them is a matter of tracking the
numbers and using logic alone; (2) managing businesses is a process of coor-
dinating its different parts so that they run together like a machine; and (3)
businesses are constantly under pressure to be ruthless and opportunistic with
regard to competitors and, if necessary, to employees.

While these tenets were once operating truisms of business thinking, they
have outlived their usefulness. Just as the truism that the world was flat became
a fallacy by dint of the exploits of Magellan and Columbus, so too have these
truisms become fallacies of business practice. Computer networks, and educated
work force and new ideas about our world in general and management in par-
ticular have made it both possible and necessary to move beyond them.

FALLACY NUMBER ONE: BUSINESSES ARE PRIMARILY
RATIONAL ENTERPRISES

Managers are schooled to use their ‘‘Strategic Minds’’: They learn how to
crunch numbers and how to calculate risks and opportunity costs; they learn to
gather and sift through information to keep abreast of competitors; they learn
the language and nuances of high finance deal-making. Along with these lessons
go fancy-sounding terms and acronyms: EVA (Economic Value Added), sub-
ordinated debentures, TQM (Total Quality Management) and many more. The
premise of all of these efforts is that business is a head game, a rational process
that becomes irrational only when things go wrong. That idea is misleading at
best and, at times, dangerously wrong.

This attraction to cold, dispassionate rationality has a long and venerable tra-
dition in our culture. Ever since Galileo, Descartes and Kepler showed that we
could understand the motions of the stars by means of experimentation and
mathematical formulae, we have tried to export that conception of science into
everything we do. Since World War I, with the growth of academic business
education, we have become enamored with ‘‘Scientific Management,”” which
promises that everything of importance that happens in a business shows up on
the balance sheet. From there it logically follows that if you put strict controls
on every aspect of operations, a business will reap its maximum profits.

To the contrary. Ask any real-life manager and you’ll hear that things happen
too fast for most things to be known by any one person, and especially by a
senior manager far from the firing line. No matter how much the most knowl-
edgeable person can anticipate, there will always be the ragged edges of unpre-
dictability. Regardless of on what level you approach it, life in a business is a
volatile, heartfelt affair.
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In fact, I would venture to say, no level or aspect of business life can be
considered a predominantly rational enterprise. Take partnerships, for instance.
As in any living process, partnership agreements become outmoded as partners
age and new blood comes into the business with motivations, values and pri-
orities in life that are quite different from those of the founders. Yet, successful
partnerships survive the transitions to a new generation of leadership when there
is a genuine, emotional bond between people that enables them to transcend the
limitations of the ‘‘rational’’ framework. And, correlatively, partnerships do
break up when emotional issues pile up, are swept under the rug and remain
unaddressed, eventually becoming irreconcilable.

Or, consider life on the *‘firing line’’ level of the business. In all honesty, for
how long can people work like machines, each doing the same task over and
over? If the work progresses smoothly from one task to another, you can be
sure people will soon get bored; if the work is choppy, fragmented and inter-
rupted constantly, people get stressed and burned out. How rationally do people
behave when new innovations are introduced? The answer,—*‘Not very.”’

On the sales level, despite the neat microeconomic models taught in univer-
sities, what is a rational decision for a customer? Is it to buy the cheapest
products, or those of the highest quality? What product does make the most
sense for them in terms of how ‘‘useful’’ or *‘helpful’’ it is? If people made
buying decisions rationally, would there be a cigarette industry, for example?
Despite these obvious facts, many decision makers try to treat their businesses
as rational endeavors, manageable exclusively by the numbers, improvable by
mechanistic tools. Rarely are managers judged or promoted on the basis of their
‘‘people skills,”” so they drive toward what they are evaluated on—that is, the
bottom line.

Successful businesses, we consistently observe, are anything but ‘‘rational
places.”” They exude emotion; people trust one another and look to one another
as resources that can be counted on. People hug, they cry, they talk about their
feelings about work. People up and down the organization make decisions and
respect others’ decisions based on emotional concerns. They are also fun places:
Not the ‘‘theme park,”” sidetracked-from-life fun, but fun in the sense of being
places where there is an opportunity to experience and share with others elevated
and uplifting energy and action.

FALLACY NUMBER TWO: A BUSINESS CAN RUN LIKE A
MILITARY UNIT OR CAN OPERATE LIKE A MACHINE

If the decision maker’s organizational model is that of a machine, the com-
pany will be driven by efficiencies. Things will be expected to be done in the
fastest, most economical way. Overlap or redundancy will be a cardinal sin.
Management may be relatively flat, but the people at the top still think of them-
selves as the machine’s designer, architect and/or software all rolled into one;
the people below do the work. When these models are in play, I find decision
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makers are quite amenable to faddish ideas; they try little tweaks to the system
that, they expect, will get the machine running faster, more efficiently. When a
crisis hits or a decision has to be made, it will be demanded that people work
more efficiently; a new program is announced and fancy signs touting slogans
like “‘Can Do’’ appear.

The mechanistic model fits well with the presumption that businesses are
rational places. If businesses are rational, they can be controlled, manipulated,
tweaked. Strategies can be centrally developed and managed with hierarchical
authority. But since businesses are most definitely not rational places, the model
ends up being forcibly superimposed on the organization. Not only are workers’
and managers’ lives emptied of their internal drive and passion, their contribu-
tions are demeaned by being pigeonholed into narrow, mechanically repetitive
jobs.

These presumptions are strangling businesses. Warren Bennis observes,

Life on this turbulent, complex planet is no longer linear and sequential, one thing
logically leading to another. It is spontaneous, contrary, unexpected, and ambiguous.
Things do not happen according to plan, and they are not reducible to tidy models. We
persist in grasping at neat, simple answers, when we should be questioning everything.?

As we will see, there are new ways to envision how a business operates and
organizes people to accomplish goals. These new ideas unleash the potential of
what organizations can make happen in their markets and energize the people
who do the work. These ideas appeal not just to the mind, but to the heart, the
*‘Strategic Heart,”’ as well.

FALLACY NUMBER THREE: BUSINESSES MUST BE
RUTHLESS AND OPPORTUNISTIC

While they are portraying themselves as doing their best for ‘‘their people,”’
many managers, just beneath the surface, really believe that they are not re-
sponsible for decisions that may hurt people. The ethical universe of managers
such as these is ruled by an iron logic of competition: ‘‘All is fair.”” Deals are
cutthroat; you can get fired; people are out for their own advancement and
enrichment and will stab you in the back to get what they want; businesses are
places of politics, not ethics.

Of the three fallacies about business, this one is the most damaging. Not only
is it wrong, but this preconception undermines the very enterprise it purports to
protect. This misconception undermines any possibility of constructive organi-
zational transformation and especially of attaining the goal of this book—to
have people perform beyond expectations, with energy, insight and enthusiasm.
It kills the commitments between managers and employees and other stakehold-
ers that can lead to innovation, value and profits.

The workplace can be a positive, constructive, meaningful part of life. In fact,
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given the decline of many of our socializing institutions such as family, church
and local government, the workplace may be the best place, and may be the
only place, to realize goals interdependently, working side by side with people
of different backgrounds, education levels, races, countries of origin and orga-
nizational responsibilities. On the one hand, I can definitely cite examples where
misplaced loyalty on the part of a business owner or manager has led to a decline
in a business’s performance. On the other hand, in the pages that follow, I will
cite many more numerous situations wherein a company that is known for being
run on an equitable, moral and highly humane ground does so without any
diminution in managerial prerogatives in terms of hiring, firing or moving people
into different positions.

These businesses not only survive, they thrive on change and challenge. Peo-
ple are not threatened by these changes; rather, the business provides a structure
from which to undertake them. Businesses that succeed are what the manage-
ment scholar Robert Burgleman calls ‘‘opportunity structures.’’® They are plat-
forms from which people can accomplish something they feel is worthwhile and
life-enhancing. To do this, they are willing to invest exceptional emotional en-
ergy and committed attention as well as extraordinary time.

What employees and managers ask from a company is that they get a chance
to contribute something, that their efforts amount to something and be recog-
nized. When this is provided to them, their loyalty is cemented and their per-
formance remains solid. It is quite natural that over time a company may move
away from needing a particular skill set, or it changes priorities in a way that
changes its employment needs. Employees and managers affected by the change
can be given a choice: if they can change and adapt, they make the cut; if they
can’t, they move on. A company’s tradition of fair, equitable and moral treat-
ment of its personnel, accompanied by good documentation of fairness in a
particular case, gives decision makers room to make tough decisions because
people know they were taken into consideration and that the choices are difficult
for everyone. After tough choices are made, a fair and morally sound business
can mourn openly for a time and then move on to new challenges.

Businesses must adapt and respond to difficult and sometimes painful chal-
lenges. Employees know this. Losing a job is painful, but most employees don’t
look to businesses to guarantee their livelihood forever. Workers are really ask-
ing for a different quality of commitment from employers that includes:

» Genuine recognition and appreciation of their current contributions and their potential
to contribute in the future.

» An effective and reliable process that incorporates their ideas into the practices of the
business that really matter.

* A genuine attempt to foster adaptation, over a reasonable amount of time, to anticipated
changes.

* Frank and truthful evaluations of current performance.
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* Truthful accounts of how the business is developing and what changes are likely to
happen.
« If termination is envisioned, then a provision for a reasonable transition.

* Constancy in hard times—as soon as trouble hits, the company does not immediately
pull the plug on them.

The challenge is to be fair, moral and reasonable, not saintly or perfect.

COMPLEXITY, FLOW AND THE GROWING BUSINESS
ORGANIZATION

It is time to move beyond such a static, narrow and ultimately destructive
worldview and take advantage of the wider possibilities opened up by the new
modes of thinking now coursing through the networks of the scientific world,
This book presents those ideas in the belief that they provide new answers to
the questions and problems that all of us face in our work lives. It proposes a
new outlook on the purpose of a business’s organization. It will show how an
organization is not a down-side consequence of responding to growing markets
and rising customer excitement. An organization is a means to liberate human
potential in collaborative actions that drive toward achieving large-scale goals.
Far from creating the ennui and boredom we have succumbed to in the bureauc-
racies of the past, growing business organizations unleash the power of the
human spirit in each of us and can thereby benefit us all.

This is a bold assertion. Yet, all around us are examples of organizations that
respond in miraculous ways to their environmental challenges. They adapt, learn
and grow. They develop incredible skills and command respect, even awe, in
what they are able to do. These are very complex systems, bursting with energy
that borders on the chaotic. They are also highly organized, self-determining
and self-perpetuating entities that are very successful at adapting to changing
circumstances. The systems that effectively adapt and thrive in a changing, com-
petitive environment are living systems—Ilike ourselves and our fellow crea-
tures—and complex social systems like societies, nations and business
organizations.

Recently, scientists have made these living, changing, developing systems the
object of critical study. It is this work that we believe opens up new avenues
of thought about what a business organization makes possible in the lives of
those it touches.

Complexity: A New Way of Thinking

A group of scientists from a wide range of disciplines—chemistry, physics,
biology, cybernetics, the social sciences, economics—has been developing an
understanding of evolving, environmentally adaptive systems that use available
resources in order to grow into new, more complex forms. Their work has also
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resulted in a whole new style of scientific thinking. We are used to the traditional
brand of science that reduces the variety of life, materials and forces we enjoy
around us down to the most basic particles and fragments. However, when the
explorers of complexity look at the world, they move in the opposite direction.
They see how apparently simple, ‘‘nonconscious,”” subatomic particles of mat-
ter, when energized into a near-chaos state of activity, can actually organize
themselves (around various kinds of attractors) to form grand and complex sys-
tems—galaxies, living organisms, human beings, institutions and whole socie-
ties.

That outlook is called ‘‘Complexity.”” Rest assured that the name does not
allude to complicated formulae, undecipherable prose or a maze of cross- and
inter-connected patterns. The name ‘‘complexity’’ is actually shorthand for a
style of thinking that has as its premise that matter, even at its most primary
and irreducible level (is that quarks?), is predisposed, under certain circum-
stances, to combine with other particles and organize into entities that have
greater complexity.

The evolution of complex systems points to a factor for which traditional,
mechanist and reductionist ways of thinking were unable to account: Evolution
creates entities that are more capable, adaptable and creative than anticipated by
any of the original components that constituted the system. Organized systems,
such as galaxies or human beings, are entities in which the whole is, in fact,
truly greater than the sum of its parts. Scientists conjecture that is characteristic
of complex systems stems from that fact that it is not a system’s total size or
mass that makes it capable of organizing into self-sustaining and growing en-
tities but rather the highly energized state of its comprising elements.

The picture scientists create can be summarized this way: Highly energized
material gathers around some stable and attractive agent. As long as the energy
can be sustained and a suitable attractor for that energy is available, the universe
evolves to form ‘‘emergent’’ entities of greater complexity. That is, emerging
from the gases and dust of the ‘‘Big Bang’’ come stars, galaxies and solar
systems. And, from these more complex materials, develop life, intelligence and,
eventually, intelligent, human social systems that have taken charge of their own
evolution. Each new, ‘“‘emergent’” system evinces capabilities that can hardly
be imagined as emanating from those constituent parts (Who could imagine that
consciousness would emerge from the firing of billions of neurons in the brain?).
In the new science, the whole is significantly, qualitatively greater than the sum
of the parts. And, according to this model, there is no end in sight to the potential
of this evolution.

Businesses most certainly qualify as complex, emergent social systems that
evolve and adapt to their environments (i.e., markets). Businesses are self-
organizing, complex entities that capitalize on the energized performance of their
constituents (owners, managers, vendors) in order to be more effective in their
markets, take on new challenges and command greater impact in the lives of
their customers and other stakeholders. The more that business decision makers
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take into account the kinds of thinking that describe how systems become more
complex—meaning more capable of adapting to and generating change in their
environments—the better they will be able to guide their organizations toward
success and profitability. Complexity, as a discipline of observations and knowl-
edge and as a style of thinking, offers decision makers an opportunity to look
at their organizations in a positive light.

But in most businesses today, the organization is regarded as an afterthought.
The company is growing and adding people and processes, so the thinking goes
that it must divide its organization into more parts, break down into more man-
ageable components. The process becomes one of adding a new box under the
president, naming a new vice president to go into the box and then adding more
boxes under that one. In more radical designs, decision makers may go so far
as to “‘spin off”’ an entirely new company, creating a more ‘‘entrepreneurial’’
business unit instead of adding to the existing one. This only creates more
bureaucracy. Another option always under consideration is ‘‘downsizing.’’ This
may seem like an odd response to growth, but nevertheless the thinking goes
that investment in automation and hyperspeed communications will permit
growth with fewer people and lowered payroil.

All of these options have their place in the arsenal of organizational devel-
opment approaches. But most often we see these models applied inappropriately.
These approaches to adjusting an organization to new competitive realities re-
flect precisely the kind of thinking that neglects the power of organizations to
be constructive factors in the process of making businesses successful. Com-
panies that build mechanistically or downsize precipitously often reach the con-
dition called “‘corporate anorexia’’: they have depleted their store of knowledge,
experience, talent and enthusiasm to the point that growing again costs far more
than the investment in incremental change would have cost. Reaching this state
of affairs, however, is a symptom of a larger problem that I would call ‘‘or-
ganizational aphasia,’’ the inability to see a business’s organization as a source
of creativity and strength.

These decision makers have forgotten that organizations amplify individuals’
talents by organizing their energies into larger entities with greater capability,
flexibility and adaptability. These ideas key off the ideal of the ‘‘entrepreneur
in the garage’’ who, with no bureaucracy, no hierarchy—just complete free-
dom—arrives at the invention of the century. The Steve Jobs and Steve Was-
niaks of the world creating a personal computer, are, in fact, rarities. More likely,
inventions and innovations spring from the trials and errors of interconnected
collaborators. Up to a point, the more connections and the more fruitful the
experimentation, the more likely the efforts will bear fruit in the form of a
commercially successful product. The job of the decision maker is discerning
what level of organization, size, energy level and resources are most fitting to
meet a certain challenge.

I see the discipline of complexity as offering decision makers the best antidote
that has ever been available to this organizational ‘‘aphasia.’’ Instead of reduc-
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tively analyzing organizations down to their most uncreative and limited com-
ponent, the complexity model provides decision makers with a metaphor and
way of thinking about people and organizations that is expansive, creative, egal-
itarian and open-ended. This idea holds tremendous power for unlocking a bus-
iness’s energies, internally and externally—freeing the talents and capabilities
of everyone in the organization in completely new ways.

Complexity is the subject of Part I of this volume. We will first discuss the
major tenets of complexity and then see how top decision makers can put certain
practices into place that envision the organization as an evolving, complex sys-
tem, increasing in capability and adaptability and not as a machine. We will see
how the organization’s values, mission, core actions and ability to engender
choice make room for the kind of change and challenge that generate lasting
success and profitability.

Flow: The Lure of Challenge, the Joy of Growth

Working in a mechanistic way saps our energy. When put in situations that
demand this kind of behavior, people have no choice but to disconnect from
their inner lives. They crank the stuff out or oversee the processes by means of
which others crank the stuff out. Today, businesses are demanding more atten-
tion, more dedication, more commitment from their people. Trying to run ‘‘lean
and mean,”” managers are pressing their people to work longer hours and work
‘‘smarter”’—do more tasks more efficiently.

There is little choice: We do need dedicated attention and high performance
from people. However, there is a great deal of choice as to how we achieve
these goals. For employees to be energized, focusing and stretching beyond their
comfort zones, managers need to treat them as the experiencing human beings
they are and not means to generating a certain level of output. You can force
people to stretch themselves for only so long. People are really effective, and
sustain that level of performance for long periods of time, when they are chal-
lenged and engaged in something that has meaning and accomplishes something
worthwhile.

This is my argument with the ‘‘reengineering’’ and ‘‘process’’ brand of con-
sultants that have made headlines of late. They feast on the three fallacies we
began with. They see people as being cogs in the great machine, as performers
of steps in the great process of production. You improve performance, they say,
by cutting fat, giving the survivors bigger jobs, automating and rationalizing.
*‘Not so,”” I would argue. You get greater performance from people by im-
mersing them in the vital, value-creating relationships in which the business has
to succeed each and every day. It is these relationships that present real challenge
and offer the opportunity for creativity and validation of one’s value.

“‘Enrich relationships’’ (rather than pare-down processes) is the mandate of
the line manager in today’s businesses. Time and time again, I find that as people
are promoted into line manager positions, they seem to lose their way. When
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they were line workers, they were determined to become managers and have
authority and not just be accountable to someone else’s standards. When they
are promoted, however, these new managers are often perplexed and at a loss
as to how they add value to the company. It becomes harder for them to un-
derstand just what it is they are supposed to do each day. Now that someone
else is “‘doing the work,”’ what do they do? Do they make sure things are done
right? Do they count and measure what others do? Do they think of new ways
to reorganize their groups? How do they get people to work better, faster,
smarter?

In Chapter 7, 1 show how line managers add value by helping people fully
engage in their work—experiencing it in a way that adds to their sense of
excitement and expands their vision about themselves as productive people who
contribute to the well-being and success of a larger entity, the business. Line
managers assure that people have proper resources: They negotiate with other
managers to pave the way for new ideas; they put people together into effective
groupings so that there are few distractions and they can maintain a clear picture
of what needs to be done.

There is nothing ‘‘soft” about this approach. It is just that the emphasis is
not on outputs and numbers and *‘efficiency’” in the narrow, cost-saving sense,
but rather on the idea that achieving peak performance on the job requires
conditions in which people can achieve a quality of experience, which precludes
that they feel bored, stressed, put upon and burned out.

There are, for instance, signposts and indications—some quantitative, but
mostly qualitative—that an effective manager can notice and act on in order to
help people achieve to standards of high performance. We call them ‘‘Critical
Success Factors (CSFs),”” and they will be the focus of our attention in Chapter
8. CSFs are indicators for evaluating an action that is embedded in the moment-
by-moment results of each person’s work. The workers themselves are the best
monitors of whether or not these indicators are showing up in the plus column.
The manager’s job becomes one of noticing them with the worker, reinforcing
their importance and thinking, with the worker, of actions that have a better
chance to achieve desired results.

Managers aren’t soft-pedaling their concerns or downplaying the crucial roles
of monitoring and upholding standards for outstanding performance. They work
frankly and directly with the worker about achieving the kinds of responses and
results the action is supposed to evoke. And even more, these indicators, qual-
itative though they may be, have the advantage of appearing long before any
significant quantitative measurement can be made. Managers are engaged in the
work, aware of what the work is really producing each and every day and able
to provide relevant, collaborative feedback to the workers at all times. So the
manager acts proactively—a nearly universal hallmark of managerial success.

The idea of CSFs, and many of the other concepts we present here, are based
on a model of experience called ‘‘Flow.”” Its premise is that the most valuable
work that people do for a business also produces the kinds of experiences that
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result in peak performance and transform work into enjoyment and enjoyment
into achievement. The term ‘‘flow”’ was coined by Mihaly Csikszentmihalyi, a
University of Chicago researcher, teacher and department chairman. In his two
books, Flow* and The Evolving Self,® he describes how people in flow experi-
ence a sense of timeless engagement. They forget the narrow egotistical parts
of themselves that crave control and power and become focused on the energy,
drive and moment-by-moment progress that their actions are producing. Their
minds and bodies are in sync, ‘‘psychically organized’’ as Csikszentmihalyi
describes it. Their performance is unassailably outstanding and productive. This
is the quality of experience we seek to harness in the context of the growing
business organization that is adding complexity and capability.

As Csikszentmihalyi makes clear, the phenomena of flow and complexity are
linked:

Enjoyment alone will not lead evolution in a desirable direction unless one finds flow
in activities that stretch the self. Therefore seeking out complexity [his italics] is also
necessary. Continuing curiosity and interest, and the desire to find ever new challenges,
coupled with the commitment to develop appropriate skills, lead to lifelong learning.
When this attitude is present, a ninety-year-old is fresh and exciting; when it is lacking,
a healthy youth appears listless and boring.¢

Flow and complexity go together because businesses cannot evolve in a de-
sirable direction just because people are enjoying themselves. Creating warm
and happy environments, all the rage these days, is neither necessary nor suf-
ficient in order to achieve the business’s goal of creating more value for cus-
tomers and sustained profitability for the company. What is effective is creating
situations and environments in which people can frequently achieve flow. In
Part II, we document concrete steps that elevate others to achieve peak perfor-
mance and productivity. We will offer managers descriptions of the qualities of
experience to which they need to pay attention if they are to take the lid off
and do the work at peak levels of performance. We will show how different
kinds of organizational practices lend themselves to creating the environments
in which peak performance has the best chance of materializing.

CREATING THE STRATEGIC ORGANIZATION

My experiences as a consultant with Mage Centers for Management Devel-
opment drive the pages that follow. Mage works with managers of companies
in transition: from small to becoming large; from one generation in a family to
the next, or one generation of partners to a new generation; from private to
public. Our method is to coach managers toward personal growth while helping
them to implement the strategic organizational changes that have to be made.
During the course of this work, I have encountered managers who genuinely
understand how to create organizations that compete successfully and enrich the
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lives of the people in them at the same time. They understand that a healthy
and growing organization not only amplifies each person’s ability to perform
tasks but also makes it possible for the business as a whole to operate over a
wider field of endeavor, to reach and affect more people in different ways, to
create value in more individualistic and more comprehensive ways.

These organizations are primed for change. Not only do the individuals in
the organization know that they may do things differently tomorrow than they
do them today, they have had a major role in determining what they will be
doing differently. Change is not a threat to their job, it is their responsibility.
Managers look to their people to do more than crank stuff out and solve the
problems put before them. They want these people to think of what needs to be
produced in the future and to demand that measures be adopted so that problems
don't recur. The organization is a platform for change, providing both the re-
sources that amplify the talents of individuals and groups and the continuity to
make the changes stick.

It isn't surprising that most managers, at all levels, have only the most per-
functory understanding about what organizations make possible. Up until now
there has been very little general understanding about how complex systems
work. All kinds of organizations, from the inorganic celestial systems, to the
simplest organisms to the most advanced social systems, were thought to con-
stitute merely a more complicated confluence of mechanical, one-dimensional,
linear forces. The results of that kind of thinking for businesses has been the
mechanistic, static views on organizations we have outlined. Managers have not
been given reason to consider their organizations as worthy of attention. Their
focus is on getting the organization out of the way so that profits can be made.
Minimizing organization, as well as the thought given to it, has been the rule
of thumb.

Complexity and flow open up our ability to become literate and experimental
in designing and leading organizations. They provide decision makers with sign-
posts and working principles that highlight the right kinds of actions to take to
foster vital, dynamic and creative responses to challenges in the marketplace.
They provide us with guidelines by which we can identify and build on an
organization's ‘‘emergent’’ properties which, in turn, can be used to break
through the barriers of any one person’s limited imagination.

To that end, The Strategic Heart sketches out a way for decision makers to
encourage and develop those qualities of human experience that lead both to a
strong performance ethic in individuals and to the ability of the organization to
assume risk and create change. On one level, the idea of The Strategic Heart is
that a business’s growth and development is a matter of pulling together many
different people’s talents and perspectives into a vital, thriving organization.
People don’t pull together on the basis of rationality. They rally around a com-
pelling emotion. Growth—for individuals as well as for organizations—is emo-
tional and heartfelt from start to finish. Rationality is usually a means to divide,
reduce, replace. These are negative and degrading actions, not the actions that
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create new ideas around which people rally. Those that try to work by strictly
rational principles create degrading emotions: frustration, discouragement, iso-
lation, detachment.

In our complex, pluralistic, diverse society, one person’s good rational reason
is easily outargued, outbid or discredited by another’s experience. People come
together in today’s world because there is an emotionally compelling reason to
do so. They believe in a mission; they trust and esteem its leaders, rallying
around them because these people point the way to accomplishing something
great. And, along the way, they see opportunities for their own personal growth
and enrichment. The Strategic Heart draws decision makers’ attention to the
kinds of energies that excite and inspire people, moving them and their col-
leagues to create organizations that can move toward new horizons of accom-
plishment.

On another level, The Strategic Heart points to the qualities of leadership that
create organizations that can continually act strategically in their markets. Acting
strategically means creating change. Leading strategic organizations means guid-
ing a company’s managers and employees through sustained, continual change
so successfully that they make it possible for customers to try new products,
attempt new actions, do things in new ways. The Strategic Heart points beyond
the so-called ‘‘learning organization,”’ that is, an organization that is able to
adapt to change, to the ‘‘strategic organization’’ that amplifies and sustains the
energies, openness and aspirations of its people so that they can collaborate in
creating new opportunities. These organizations have the courage and the ability
to aspire to the same level of greatness we admire in our most esteemed heroes,
institutions and epoch-making ideas.

Senior Managers

The new disciplines of complexity and flow not only make it possible for
decision makers and their employees to work more successfully, they change
the work that needs to be done. The disciplines we cite here do not support
laissez-faire management styles or completely flat, egalitarian organization.
However, the kinds of qualities that constitute managerial attention and hierar-
chy do change. Senior managers, who are the primary focus of Part I, do not
simply monitor results at a higher level and a more abstract and pre-digested
(quantified) form, They are not simply designers of new ‘‘org. charts’® who
approve purchase orders over a certain dollar amount. Senior managers are living
‘“attractors,’’ focusing the near chaos action, energy and enthusiasm generated
in the strategic organization. They keep the people of the organization within
the intentional (mission- and values-based) boundaries and also provide the
structure that captures the ideas, initiatives and innovations that drive strategic
change. When they are successful, senior managers lead by evoking the *‘stra-
tegic values’’ that propel an organization into new areas of endeavor and chal-
lenge. As we will see in Chapter 10, they demonstrate and embody the constancy
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and concentration that keeps people moving together with determination as the
changes unfold around them.

Skillful senior managers elevate the performance of everyone around them
by giving people a sense of confidence and comfort even as they are moving
into new, risky and challenging situations. To do this, senior managers have to
get beyond the confines of their ‘‘Strategic Minds.”” Analyzing markets and
competitors, crunching the numbers on the spread sheet, monitoring and mea-
suring quantifiable outputs from working units provide information that is often
inaccurate and is always too late to be useful in the competitive struggles of the
international marketplace. Successful senior managers (some of whom are pro-
filed in this book) consistently reach out with their own passion and embrace
the requirements and potentials of the *‘Strategic Heart,”’ including the values
that unify people (Chapter 2), the mission that spells out how the business
intends to affect people’s lives (Chapter 3) and the concerted focus on the ac-
tions that will accomplish that mission (Chapter 4).

The *‘Strategic Mind,”’ mired as it is in the lingering shadows of events that
have long since passed, often fails to look up to see what is emerging over the
dawning horizon. A strategy, after all, only exists to assure that the right things
get done in order to create change. Any strategy worthy of the name attempts
to mobilize people’s talents and energies to accomplish things that have never
been done before, at least by those now executing the strategy. Strategies con-
sciously marshal resources to change situations, circumstances, behaviors and
events. The *‘‘Strategic Mind,”” in my experience, never gets to the point of
realizing the fullness of opportunity—it is only capable of assessing the static
terrain and the already digested experiences of the past.

The Strategic Heart is, above all, an attitude of the thriving organization that
incessantly pushes forward. The experiences it draws on for its insights are
living and vital—culled from the interactions that happen every day on the
business’s firing line (Chapter 5). The plans don't make something happen.
Energy, will, heart, risk-taking and action make things happen. Its plans are
sometimes sketchy and incomplete, and instead it relies on the innovating and
spontaneously adjusting talents of working people to make things work. Its
limitations are determined only by the company’s ability to invest and leverage
its organized resources.

Line Managers

Line managers have to pay attention to how the specific ‘‘subsystems’’ of the
organization perform. As we will detail in Part II, they concentrate on main-
taining the focus and concentration it takes to keep employees working at an
effective level of performance day after day. They do this by fulfilling ‘‘orga-
nizational values’” that leverage the resources that are already in place in order
to create new connections with customers and other stakeholders that challenge
and ultimately expand workers’ capabilities (Chapter 7). Their actions assure
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that choice, readiness and innovation are values acted upon and esteemed by
everyone in the organization (Chapter 10). In terms of the complexity model,
line managers are the keepers of that near-chaos condition that keeps a person’s
spirit alive and thriving against the tides of inertia or overwheiming competition.
Line managers assure that the high energy output and risk-taking that people on
the line have to sustain are worthwhile for everyone involved. By their constant
and knowledgeable attention to each person’s daily exertion, by their overt,
consistent and demanding support of innovation and by their ability to modulate
and channel workers’ energies into real possibilities for success, they protect the
business’s vitality over the long term (Chapter 9).

The New Managerial Work

Each type of manager has a role in keeping a business thriving and successful.
As we will discuss in Chapter 10, the hierarchy that is envisioned in the disci-
plines of Complexity and Flow are ones that elevate a different kind of leader
than was valued in the traditional mechanistic models. It is not that the monitors
and directors—the authoritarian skills of managing a machine—are not em-
ployed. At some point in any manager’s day, these skills are called for. But
they are not valued as qualities worthy of promotion for their own sake.

The ‘‘production skills’’ that had once been the province of the clock-
watching monitors of the assembly line are hopefully internalized by each
worker in a self-monitoring style of work. One only begins to travel the road
of management by demonstrating the ability to work for others and truly affect
their working lives, as learning and growing individuals. Then, one begins the
journey as a facilitator and broker. In this role, a young aspirant searches out
and devises ways to help others find the resources and arrange the situations
that can produce growth for them and excellence in service to the values and
mission of the company. At the top of the hierarchy are the exemplars, mentors
and masters who seem to embody the will of the whole organization as they
move people into realms and challenges that they have never faced before. In
short, to move up the hierarchy of a strategic organization—a business that is
modeled using the disciplines of complexity and flow—a manager has to dem-
onstrate the ability to marshal and multiply the human spirit of challenge and
growth.

Armchair quarterbacks don’t make it in business. You either act and it works,
or you're out of business. Managers have to respond to the fact that these actions
require a heartfelt exertion of risk-taking adventure; that is, a ‘‘Strategic Heart.”’
This means that managers are willing to challenge everyone around them and
that they themselves are willing to be challenged. They require of others a
willingness to venture, to be at risk, to experience change; and they are willing
to forgo their own comfort and control when others step up to accomplish some-
thing great. These managers, at all levels of the organization, are able to build
the kinds of structures and practices that balance the safety of the rational plan
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with the passion it takes to challenge the unknown. How to strike that balance
and maintain it over the long haul is the subject of the chapters that follow.
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Chapter 1

Complexity: A New Model
of Organization

It is quite remarkable that we are at a moment both of profound change
in the scientific concept of nature and of the structure of human society
as a result of the demographic explosion. As a result, there is a need for
new relations between man and nature and between man and man.
—llya Prigogine, Order Out of Chaos’

THE MEANING OF ORGANIZATION

The new science of ‘‘complexity’’ promises nothing less than a new, revo-
lutionary way to understanding the world around us. Scientific descriptions pro-
vide explanations for how things work in a rigorous, testable way. Up until now,
that has meant reducing things to their most basic, and ultimately meaningless,
units. Complexity obeys the scientific tenets of rigor and testability, while it
also tells us how dynamic and changing systems create, evolve and grow.

Complexity is actually shorthand for a variety of descriptions of the ways
complex systems develop. Complex systems include many of the structures we
see around us, from crystals or hurricanes to organisms and societies. Since
many people from different scientific fields observe one or another aspect of a
phenomenon, they each name what they see differently. Ilya Prigogine, a Nobel
Laureate chemist, calls the complex systems he observes *‘dissipative struc-
tures,”’ because they consume and then dissipate energy in order to perpetuate
themselves. Murray Gell-Mann, the Nobel Laureate physicist (who named phys-
ics’ most basic particles ‘‘quarks’’) calls the phenomenon *‘algorithmic infor-
mation complexity,”* because these systems reduce the information gathered into
simplified formulas (such as scientific equations), which can be used for gath-
ering, sorting and using information for survival. Another name that mostly
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biologists and sociologists apply, and that comes closer to what we have in
mind, is ‘‘complex adaptive systems,’’ pointing to these systems’ abilities to
respond to environmental conditions.

In all cases, however, these pioneers cite certain elements that are consistent
in the complex systems they are describing. We will describe them below and
show how businesses organize people, machines and ideas into complex sys-
tems. From these descriptions, we can get a taste for how well this model of
complexity provides a new way to understand events in the life of doing busi-
ness.

We no longer need to see the business’s organization as a cost-creating in-
convenience; we no longer need to see the people in the organization as adjuncts
to machines that crank stuff out. These narrow and stifling concepts of business
organization can be cleared away so businesses can meet the technical and social
challenges that loom in the next century. To do this, decision makers need to
appreciate the kinds and qualities of energies that are needed to accomplish
large-scale goals. So, before we can hope to provide a new vision of how to
unleash the power of human insights and energies, we need to reorient ourselves
to the context in which this vision can be realized. That is the purpose and intent
of Part L.

Using the insights of complexity, we will see how a growing organization is
a business’s most productive asset. We can appreciate the dynamics of growth
and see how adding complexity actually increases the ability of everyone in-
volved—managers, employees, customers and other stakeholders—to act to-
gether in a collaborative effort that benefits all.

EDGE OF CHAOS

In his seminal book, Order Out of Chaos,* Ilya Prigogine describes how order
and organization arise out of energized, chaotic situations. When matter is cool,
at a low level of energy, it is in a state of “‘equilibrium.”’ Equilibrium is the
state in which we find the static, gross bodies we experience as the physical
things around us. These bodies don’t interact with the environment. They don’t
change of their own volition over time. If you took a piece of granite from a
New Hampshire quarry and dropped it in a Brazilian rain forest, nothing would
happen to it. Eons later, it would still be that piece of granite. These materials,
as we know, change only by decay, submitting to the inexorable laws of entropy
and eventually wearing away or dissolving into the environment around them.

We also know that when matter is overenergized, when it is heated to ex-
tremes or when it is subjected to an extreme impact, it burns up or explodes.
Excitation takes matter ‘‘off the chart’’; it goes ‘‘nonlinear,’”” obliterating any
hope of maintaining internal cohesion or historical continuity with its former
state.

When matter is energized to just the right level, however, it behaves in a
completely different way. When atoms and their constituent parts are excited by



Complexity 5

light or heat, for instance, but not so excited that they fly apart, they can some-
how ‘‘sense’” what other materials are in the vicinity, but beyond the boundaries
of their own atomic unit, and can respond to them. Furthermore, these excited
and energized particles are able to combine with the atomic particles of these
more distant materials to form new structures. In this ‘‘far from equilibrium’”
(but nonexplosive) state, matter tends to become sensitized to its environment,
and it also combines with other materials in that environment into more complex
structures.

Order only arises out of highly energized situations. Not all chaotic situations
give rise to organization (an ‘‘attractor’’ is necessary, as we will see momen-
tarily), but a complex system has to be a high energy place. The material or
system persists in a condition that is active and highly sensitized to what is
around it, but not so chaotic as to drive it to fall apart or to explode. Michael
Waldrop, a writer and reporter on the emerging science of complexity, says
these systems are in “‘a certain kind of balance between the forces of order and
the forces of disorder. . . . These systems are both stable enough to store infor-
mation, and yet evanescent enough to transmit it.”"?

With this observation about the nature of living systems, complexity offers a
key insight of startling freshness about business organizations. Living, thriving,
strategically capable organizations have a touch of wildness about them. There
is no ‘‘business as usual’’ at these places. In every corner of the business, in
every department and functional unit, plans are underway to change the way
things are done. Every day, there are e-mail messages posted about new ways
that the company is solving problems and forming terms to make internal
changes or plot new responses to the market. Organizational charts are useless
and replaced with ‘‘maps’’ that lay out who is involved in working on this or
that situation for now. Lines of communication are alive, humming and buzzing,
because there is so much to learn each and every day.

Business organizations can be characterized along a continuum in the same
way we plotted matter in different states of energy. At one end is the low energy
bureaucratic organization; in the middle is the high energy, strategic organiza-
tion; and at the far end is the entrepreneurial organization that approaches non-
linear explosion. When a business is settled in its low energy ways, habituated
and bureaucratized, it labors with a heavy, leaden quality. It moves slowly,
accomplishing little, and it senses little of what is happening around it—how
customers are responding to its actions or how effectively employees and man-
agers are performing. Leadership is constant and rigid. If such a business isn’t
blind to what is happening around it, it still doesn’t have the heart to redeploy
its resources and rethink how it does things. In the 1980s, we saw what happened
to tired and flaccid businesses when international competition hit home with a
vengeance. They disappeared.

In the other direction, when a business is out of control—for instance, its
sales far outstrip the ability of its organization to absorb them—it flies apart.
People aren’t in touch with what is happening, they perform erratically and
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without consistency. Quality and customer focus get lost. The business collapses
in on itself.

When the business strikes just the right balance between growth and its ca-
pacity to absorb the changes that come with that growth, it has achieved the
status of being a strategic organization. It is an exciting, high energy place,
bursting with activity while also maintaining itself at some level of equilibrium.
Every action does not lead to a predefined result; there is not one-to-one cor-
respondence between a process and an outcome, but the people are alive, in
touch with their surroundings and customers and eager to find innovative so-
lutions to problems that are more demanding.

These people are acting with what we call their ‘‘Strategic Hearts.”’ They are
alive with ideas and pushing hard, using the organization’s resources and lev-
erage in the marketplace to make something worthwhile happen. They are acting
to be effective now and, at the same time, moving themselves and those around
(and above) them toward new challenges. This attitude of the soul is the absolute
basic and primary condition for the emergence of the growing, driving organi-
zations we are describing.

ACTIVELY CONSUMING RESOURCES

To remain in this ‘‘far from equilibrium’’ state, all complex systems consume
resources. There is no free lunch, especially in the world of complex systems.
By consuming resources, burning up energy in a controlled, modulated manner,
complex systems confound the ‘‘entropy’’ described by the second law of ther-
modynamics. This law states that as heat and energy dissipate, all things run
down over time, order dissolving into chaos or into a uniform, formless soup.
By absorbing sunlight or eating other organisms, plants and animals hold back
the forces of entropy for a time. An animal’s prey supplies food that is converted
into slowly released fuel that sustains the predator’s life, allowing it to move,
respond, learn, reproduce and perpetuate its species.

Businesses consume many kinds of energy. They consume physical resources,
fossil fuels and the like to power machines and appliances used to perform their
activities as well as the energies of human labor. Businesses also consume a
higher level of energy. They consume a general social resource we call
‘“‘wealth.”” Wealth is partly measured by the government’s Gross Domestic
Product. It is the amount of accumulated resources that are available today as
a result of the whole society’s efforts. But wealth is an even more encompassing
term, since it includes a society’s human resources in the form of trained, ed-
ucated and able people who can apply their talents and energies in an informed,
organized and modulated way to the benefit of others. When that overall social
wealth exceeds the resources that had existed yesterday, the society’s economy
is growing. Wealth represents the bounty of our social economy, a pool of
energy that is readily available and adaptable for human and business con-
sumption—and businesses do consume it.
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Organized systems also store up some of what they have consumed, trans-
forming it into energy at a later time. This ability to store material and consume
it at a later time allows us to get through times of famine. It also allows organ-
isms such as humans to use some of their time for purposes other than searching
for food. For a business, stored energy comes in the form of profit.

Profit represents a kind of contractual relationship between a business and its
customers. People allow business to charge a bit more for an item than it costs
to make because they accept this as the way the business preserves, and hope-
fully improves, itself. Businesses depend on people being willing to pay profit-
sustaining prices, and people depend on businesses to reinvest those profits in
better products and services. By drawing on these stores of energy, businesses
create new products and services and a more diversified array of human activ-
ities. Some of these activities are completely new, others are familiar activities
made easier, more pleasurable or at least less onerous.

Of course we have painted a rather benign picture of businesses and their
consumption of resources. In the process of evolution, organisms tend to over-
consume resources and so put their environments in jeopardy. Gypsy moths, for
instance, eat themselves into periodic near extinction by stripping trees bare of
the leaves they depend on for sustenance. Businesses also abuse their environ-
ments. The ecological movement is our social response to the need to moderate
these demands on resources so we won't overconsume ourselves out of exis-
tence. New environmental businesses are also arising to take up the job of
incorporating environmental protection into the commercial, profit-making
sphere.

The idea here is that profit-making businesses can always find ways to trans-
late their consumption activities into profit-making opportunities that exploit the
environment. Restraint, in this scenario, is only a way station on the path to
new enterprises. While in the short run, we as a society have done a great deal
to reclaim our waters and land, we’ll have to see how well this idea pans out
in the long run. Business will always consume resources, however, and society
will have to learn how to balance its competing needs, one of which is profit-
making institutions.

MULTIPLICITY, ATTRACTORS AND EMERGENCE

Attractors

Because their energies coalesce around an ‘‘attractor,”’ complex systems do
not merely fly apart, dispersing into oblivion. An attractor can be anything from
a stable molecule in a chemical reaction to a robust and compelling idea in a
society. In the latter case, people’s individual actions and energies are elevated,
excited, even aggressive, but they keep the larger social entity intact because
they intend to support the guiding idea. An attractor adds an element of *‘in-
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tentionality’’ to the near-chaotic swirl of activity. It integrates that activity into
a form that is capable of using energy to sustain itself and adapt (and adapt to)
the environment around it.

Higher complex systems, and especially very complex systems such as or-
ganisms and societies, are characterized by the fact that they unify a multiplicity
of different kinds of systems, each of which specializes in performing one or
another function. This combination does not merely function together the way
a car’s engine and transmission combine to move the vehicle. To create com-
plexity, the combination of the constituents’ actions emerge into a capability
that can only be described as being qualitatively beyond what any sum of similar
or different parts could accomplish.

Emergence

For instance, consciousness is an emergent property of the combination of
billions of neurons firing in the brain. There is no way the electrochemical
reactions of the neurons themselves or in combination foretell the emergence of
consciousness. The latter ‘‘emerges’’ out of the firing of these units, however,
because they have been ordered, sequenced and organized. As Mitchell Waldrop
muses, ‘‘Somehow, by constantly seeking mutual accommodation and self-
consistency, groups of agents manage to transcend themselves and become
something more.”’*

Complex, emergent systems ‘‘transcend themselves’ by organizing around a
“‘hierarchy’’ of attractors. Simpler actions—atomic or molecular—are guided
by simple and basic materials that act as attractors; the combined actions of
more integrated systems are guided by attractors of a higher order. The simpler
actions are not overwhelmed or eliminated by the higher ones, but are unified
and coordinated in an intentional act by the attractors that are effective at higher
levels. This manner of organization, called ‘‘emergence,’’ provides for the com-
plete open-endedness of complex systems’ evolution. There is no limit to the
number of attractors that can be incorporated into a system, and there is no limit
to the continuum of moving from point attractors to the more complex and
abstract attractors. ‘“There is no fixed limit of complexity, either in biological
or in socio-cultural evolution,”” says author Klaus Mainzer.’

In the movement toward more complexity, both aspects—the multiplicity of
individual subsystems and their unification into a new emergent entity—are
important. First, there are a multiplicity of different kinds of systems interacting
in specialized ways with different aspects of the organism’s life. Integrating
these functions into a single, simplified, flowing life form is just as crucial since
that allows the organism to act quickly, decisively and appropriately to changes
and dangers in the environment. A hitter’s split-nanosecond decision to swing
at an incoming fastball (or slider) comes to mind. The end results of these
coordinated, integrated and locally guided responses are the flight of the eagle,
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the attack of the panther or Ted Williams’s swing of the bat—all graceful,
seemingly effortless actions that are incredibly complex and demanding and far
beyond what any component of that system can do on its own.

Values and Mission

A business is a complex system that also has different disciplines that it uses
to sustain itself: for example, sales, finance, facilities and management. A great
deal of managerial energy is spent keeping these functions running smoothly.
The mental picture conjured up here is a manager acting like the instructional
code for a computer or the designer of a machine. The managerial mandate in
this model is to monitor, control, coordinate, communicate, measure.

From the standpoint of complexity, however, that old ‘‘scientific manage-
ment’’ has had its day—and good riddance, I might add. With the kind of
competition businesses are facing each and every day, those managerial func-
tions have to become *‘autonomic’’—built reflexively into the tissue and bone
of the business. In terms of complexity, these conceptual and intentional ‘‘at-
tractors’” of action have to be built into the moment-by-moment practices, into
the habits and expectations of each worker. This is the idea of self-management
we all have heard so much about and that we support wholeheartedly. The
people doing the work that fulfills the purpose of the company have to be ready
to immediately respond in a fluid, spontaneous, novel and integrated way to the
changes that are happening all around them—on their own.

To create a strategic organization, people have to coalesce their individual
actions around ‘‘attractors’’ that coordinate the business’s actions on a higher,
more subliminal plane. For a business, that transindividual level of attractor,
which guides the intentions and creates meaning from the assemblage of dis-
crete, individual actions, is described by its values and mission. The senior
managers in an organization embody the values and mission and act as symbols
of their daily importance.

Values constitute the business’s highest, most compelling and most durable
attractor. They demarcate the range of accepted and permitted actions that the
company will support and condone in any situation. Each action that a person
has to take during the workday cannot be prescribed in advance. The company’s
values act as an attractor by pulling actions in a certain direction and deflecting
them from other directions. They create a field of approved intentions, of sup-
ported expectations that if kept in mind point to a way to resolve issues. Even
mistakes within those values are permitted. After all, even the best hitters strike
out, but they know their job is to swing at the ball. Thus, when people identify
with deeply rooted company values, they feel free to decide and act ‘‘instinc-
tively.”

The mission of a company has a two-sided “‘attractive’’ quality. For one, it
is the *‘attractor”’ that a company sets out o create in its markets. By virtue of
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doing certain things, as specified in the mission, people will be attracted to what
the business has to offer. Internally, the mission forms the attractor for unifying
the multiplicity of actions the company needs to take to meet the demands of
customers and markets. In this role, the mission defines what everyone in the
company intends to make happen in its markets and for its customers each and
every day. The business may not accomplish all of this on any particular day,
but each and every action performed by each and every person in the company
each and every day has no other intention but to accomplish that action even-
tually for the benefit of customers (and ultimately other stakeholders in the
company).

How a business disseminates and activates its values is the subject of Chapter
2; how it creates a compelling, unifying and action-creating mission is the sub-
ject of Chapters 3 and 4. In these chapters, we will see how the values and
mission of a business’s life unify the company’s individual, corporate actions
with the expectations and norms of the society and markets in which it operates.
Just as an organism’s species gives it a place and a role in an environment, the
business's values and mission give it its role in a market.

Senior managers succeed when they are able to embody the company’s values
and mission. Often characterized as marking the difference between *‘leaders’’
and ‘‘managers,”’ this ability to embody what is as yet only envisioned is not
a matter of charisma or power, but of daily focus and attention. Senior managers
who act as attractors for strategic organizations concentrate on the issues, rela-
tionships, and resource decisions that push everyone toward challenges that are
real, compelling and have the chance of success. How senior managers act as
exemplars, mentors and masters of strategic change is our focus in Chapter 10.

The complexity model opens up a new way to view the role of managers in
regard to their people and to the kind of organization they are creating. Instead
of enforcing the rules, in a strategic organization, managers elicit the aspiration
of individual employees by reaching into their hearts and encouraging them to
step up and swing, take that chance and make something happen. Instead of
acting like enforcers, they embody the role of ‘‘attractors’’ that coalesce a com-
plex system. The manager isn’t just keeping score or time. The manager helps
workers achieve individual success by acting as an attractor that integrates the
resources of the organization for the benefit of all. In the second part of this
volume, we will see how the iron-fisted taskmaster that used to pass as a man-
ager fades away. Instead, a different skill emerges as the distinguishing mark of
the successful manager—that of putting the right people together in the first
place, so that they are working together each step of the way. The taskmaster
who thrived by taking the business’s organizational machinery is supplanted by
the ‘‘results producing coach,”” who simultaneously works to increase the com-
plexity, capability and prowess of the whole business organization and everyone
in it. The new world of business has truly spawned a new managerial regime.
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ADAPTIVE/LEARNING

The edge of chaos, as we have said, is a high energy state in which matter
seems to become ‘‘aware’’ of its wider surroundings and is able to combine
with other molecules and atoms to form more complex structures. When already
complex organizations are in a far from equilibrium state, this ability to be aware
becomes an ability to learn.

John Holland, one of the early members of the Santa Fe Institute—a com-
plexity think tank—sees in this capability of complex systems a natural drive,
a propensity to create ‘‘perpetual novelty.”’ In fact, he notes, if a system ever
winds down to equilibrium, it isn’t just stable, it’s dead. I am reminded of the
old Bob Dylan line, ‘*He who isn’t busy being born is busy dying.’’ That is an
exact description of complex adaptive systems, or growing organizations. They
are ‘‘constantly revising and rearranging their building blocks as they gain ex-
perience.”’® Some patterns catch on and are perpetuated in the system, others
aren’t successful or reinforced and die off.

Strategic Organizations

All of these revisions mean change. Sometimes the revisions and reshuffling
of the building blocks result in gradual changes. But over time, the changes
accumulate and a whole new system or subsystem emerges. A ‘‘quantum leap”’
occurs and whole new capabilities and new sets of market possibilities emerge.
It is this ability that gives rise to the name ‘‘complex adaptive systems.”” Or-
ganizations can change instantaneously to avoid dangers or life/integrity-
threatening events; and, over time, they can change even more drastically,
changing their genetic material and so evolving new capabilities, new body
forms and, eventually, whole new branches of species.

In this discussion, businesses that are capable of creating change within them-
selves and in their markets are ‘‘strategic organizations.”” By designating that
kind and quality of organization, I want to highlight the fact that if businesses
aren’t changing, they are dying. It’s that simple. If a business’s customers aren’t
demanding changes and improvements in its products, services and business
practices, some managers might think they finally have it right. They can relax
because things are stable, going smoothly. Nothing could be farther from the
truth. Equilibrium and stability aren’t necessarily positive vital signs for a busi-
ness. What is really happening is that customers of that capability have moved
on to competitive products or have left that particular capability behind for
another way of doing things.

Markets as Complex Systems

The complexity model lets us look at how businesses perform in their markets
in a new light, with profound consequences for business strategy. We are all
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familiar with the traditional model of business cycles that looks at an *‘industry”’
and sees it going from a.period of flowering, growth and a profusion of suppliers
to a condition of dwindling down. Businesses disappear as the industry settles
into static, marginally growing niches. The steel, auto and textile industries are
typically used .as examples of this. This model presumes that businesses are
machines that crank out products and markets are the collection of those ma-
chines competing for buyers to sop up their limited output.

The most efficient machines survive and the market settles into the patterns
that accommodate the way people buy its products. The profits are derived from
gains in internal productivity and efficiency and by holding up prices through
control of market share. There is no need for strategy or strategic behavior that
envisions and embraces change. Managers simply have to find ways to eliminate
costs or devise competitive tactics that nibble at margins of market share.

If, instead, we look at these companies as complex systems that are, in turn,
parts of even larger complex system (i.e., markets), all of which are dedicated
to providing certain kinds of value to customers, our perspective can change. A
steel manufacturer is producing a substance called steel in one shape or another
(beams, sheets, ingots), but the value being created is that a type of material
that can be used for many different items is available to other manufacturers.
The steel industry has declined as other kinds of materials have been produced
that have additional benefits to manufacturers—more pliability, lightness and
plasticity, for instance.

As building materials proliferate beyond steel, the market does not shrink and
dwindle. These new innovations add variety to the range of quality, cost and
suitability of materials that people can use in different endeavors. Plastic, alu-
minum, ceramics and silicon compounds all enter the fray. The market becomes
capable of producing ‘‘increasing returns,’”’ as W. Brian Arthur, an economist
who is using the complexity model, calls this phenomenon. A market is able to
offer a wider array of choices to people, at better prices and quality, thus in-
creasing the market’s complexity and enhancing the value offered therein to
customers. If a steel company declines, it is not because the market ‘‘matures,’’
but because its decision makers faced these changes with an utter lack of imag-
ination and used mechanistic models to plot and execute strategy.

There are rows and rows of books and articles helping managers notice pat-
terns in the marketplace that can be exploited to gain market share. *‘Compet-
itive Strategies”’ that find ways to leverage costs and pit one vendor against
another to get that lowest price are a dime a dozen—and help that much. Then
there are the books that espouse organizing humanistically rewarding achieve-
ment or allowing for upward criticism of managers. The intended result is more
“‘productivity’’ and ‘‘high performance’’ in doing the same things over and
over again. It’s just that people feel better now and then while doing them. None
of these antidotes for bureaucratic organization lead to strategic behavior from
employees or add to an organization’s capability.

This book provides tools that can be used to manage in a new way. If we are
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successful here, today’s managers will realize they can let go of their preset
limitations about their work, get beyond today’s issues and plan, strategize and
grasp and then articulate the meaning of the events that are shaping tomorrow.
The strategic organization does not merely adapt to what has happened to i, it
goes out to shape what will happen to others (competitors and customers). Man-
agers must be the energizers that keep the business’s senses alive, tingling and
crackling with new information and visions that drive to the heart of what its
stakeholders (customers, employees, owners, the community and others) de-
mand. Nothing less.

THE VISION

The complex systems model applies to any business that intends to grow, add
value to its offerings and bring something of significance into the lives of its
customers. It more aptly describes business life than does the rationalistic, nar-
row, hierarchical and authoritarian mechanistic model into which we have
squeezed businesses for all these years. Instead of seeing businesses as cold,
impersonal grinders that spit out materials and burn people up, they are seen as
gathering places for diverse human energies and talents. Instead of seeing mar-
kets as dwindling and shrinking, they can appear as fields of opportunity. Instead
of seeing customer demands as trials and threats, they are openings into a pro-
cess that engenders responsiveness and change in an organization. Instead of
seeing people as ‘‘variable costs,”’ they can be viewed as the primary resources
that enable change, growth and responsiveness.

Here are some of the important ramifications of the model we will follow
and develop further in the chapters that follow:

1. A growing business organization is always on the edge. Complex systems
only develop and grow when they are in that special state called beyond equi-
librium. Things are crazy; people are driving against deadlines and pressing
customer demands. Employees are challenged, fired up and maybe even a little
anxious or irritable. Businesses that are growing and succeeding are highly emo-
tional places. If all the t’s are crossed and i’s dotted; and if everything is known
and set, the organization will be like a rock, or at best a crystal-—fixed in time,
at the mercy of the living, moving, predatory forces around it. Bureaucratized,
settled and complacent businesses are ripe for takeover and loss.

The lesson here is that managers can neither organize the turmoil out of a
business nor manage it into perfection. Successful, strategic organizations make
mistakes. But when a business’s basic intentions are clear cut, it can encounter
many different circumstances, make mistakes and wrong turns and still keep on
the track. Mistakes are an occasion for learning—an encoding of new messages.
Businesses cannot proceed by being right all the time; they have to proceed by
knowing what is important and valued and using this as a standpoint to learn
about the world being encountered.

To be sure, certain emotions are destructive to the productive efforts on which
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a business counts. Jealousy, egoism, holding grudges and the like are not emo-
tions that energize organizations. We’ll spend the second half of this book dis-
cussing the kinds of emotional energies that do contribute to creating ‘‘Strategic
Heart” and dynamic organizations (responsibility, engagement, envisioning and
aspiration). The organization builder’s job is to find ways to encourage and
support these positive emotions, usually by exemplifying them, and help people
who feel them find the resources and allies that will lead to success.

2. Successful businesses evolve toward greater complexity. This doesn’t mean
the organization gets more complicated or difficult to manage; it means that
decision makers create emergent, strategic organizations that grow in their abil-
ity to accomplish more difficult tasks and thus are more able to have greater
and greater impact on the lives of their customers and markets with each passing
day. They release what Murray Gell-Mann calls *‘potential complexity.”"’

These organizations unleash the possibilities that can emerge when people’s
strategic hearts are tapped. This happens when individuals’ energies are organ-
ized and combined with technology into a unified, adaptive system that responds
creatively to situations and problems. A business has to be able to take full
advantage of its nonphysical assets: the intelligence, adaptability and ingenuity
of its people. People are the assets that should command a manager’s attention.
Machines can never do more than they were designed and built for. People,
however, eagerly seek out situations in which they can stretch and grow.

For employees to take risks in a business situation—where their livelihoods
(and egos) are on the line—requires a new way for managers to work with
them. Managers have to forego the propensity toward authority and top-down
monitoring of preset goals and open up to the idea of acting as ‘‘complex
attractors'’ that embody the business’s values and personify its drive to succeed
in its mission. The challenge to managers is to foster learning and development
throughout the organization in a way that flows powerfully toward accomplish-
ing the business’s explicit purpose and intention.

The complexity model redirects our attention, therefore, from the mechanical
processes that build things more cheaply to the need to increase the business’s
capability, flexibility, depth and reach. Machines cannot increase their own ca-
pability and adaptability. Only a living, complex organization—a highly ener-
gized system organized around high-level, complex attractors (values and
mission that are embodied in managers and leading employees)—can make the
changes that accomplish something we are proud of.

3. The Complexity model implies ‘‘cooperation’’ every bit as strongly as it
acknowledges the power of competition. Not only is there competition among
companies that make similar things and so compete for customers and resources,
but a business is embedded within another complex system called the market.
The market is an evolving entity as well. So the competition is not only between
business that already exist; it also goes on between the companies that already
exist and the new ones that come along and change those markets, create new
ones and wipe out others.
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The good news is that rarely does a new development just come out of no-
where. New products and markets evolve out of the ones that already exist.
Businesses do have an opportunity to see these developments and assess what
the opportunities are for their response. The challenge is that the right technical
solution is not always the customers’ first choice. Instead of the naive and Iim-
ited idea of competition being a matter of the *‘survival of the fittest”” and all
the amoral behavior that implies, the complexity model tells us that competition
is a matter of the ‘‘survival of the most fitting’’—the company with the way of
behaving, producing and understanding what the public requires is the one that
will win.

Cooperating with others is every bit as critical a component for success as is
effective competing. A business has to work closely with others and honor their
needs and understandings of those needs in order to succeed. This spells the
death knell for the idea of the amoral business. A business must come forward
not only with products and services worth buying, but it must also present itself
as a welcome member of its community. It must serve that community and its
sense of possibility and aspiration. Each slap of callous behavior takes a bit of
adaptability and veracity away from the business. People will migrate to those
companies who stand for something of value. For what other kind of company
can lay claim to producing value?

4. The complexity model thus tells us that everyone in a business must learn
new things, formulate new understandings of the situation and their role in it
and then act on these new images. Ultimately, the most severe competitor a
business faces is not another business or an unknown business but its own
organization, with its habits, comfortable channels of authority and control.

The demand posed by the complexity model is not merely to reorganize or
‘‘reengineer’’ toward new and more efficient processes. Complexity challenges
decision makers to envision greatness for their businesses, to invest in a new
future—one that has never been known before. The challenge is to conduct
business with heart, with a ‘*Strategic Heart”’ that really connects with its world,
its possibilities and dreams and then goes out and makes them happen. Where
once organization was synonymous with control, stasis, predictability and bore-
dom, complexity points the way to create organizations that are:

Open: Decision makers that build strategic organizations are able to listen, capture, take
in and implement new ideas and experiment. They accept failures but garner from these
experiences valuable lessons that ultimately lead to success. They are guided not by the
things that the company makes but by what the company enables its customers to do.
They are always seeking to find ways to help them do those things better.

Dynamic: Decision makers that build strategic organizations look at their businesses for
the long term and attack opportunities for creating something new and worthwhile. They
see their businesses as ‘‘opportunity structures’’® that create a platform for excitement
and aspiration. They listen to customers and employees or anyone else that can point to
new ways to view and understand their role in their markets and communities.
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Innovative: Everyone in the organization is able to find new ways to do things and has
the support and managerial coordination to make these changes effective, while preserv-
ing the core intentions of the company’s values and mission. The workday is no walk
in the park: there is a lot to do, and sometimes it is hard to figure out how to do the
work, no less complete it. Still, there’s no clock watching, and the day speeds by. One
leaves work tired but feeling it was worth it and it is leading somewhere.

Ethical: Not only are these organizations ethical in the narrow sense of doing no wrong,
they go out of their way to demonstrate flexibility and appreciation of the customer’s
situation. That doesn’t mean giving away the store. It might mean spending time with
an angry customer or even creating some internal discomfort to make a customer’s or
employee’s rightful grievance heard. The strategic organization builder is always looking
for ways to forge new and more robust connections with the people that the company
will be counting on in the future.

Possible or Pangloss? For some, this may seem to be a one-sided, rosy view
of business: business without its warts, without its abuses. I plead, ‘‘Guilty.”
As a consultant who deals daily with business problems, I, too, have occasion-
ally been angered and outraged at greed-driven, irresponsible business behavior
that stunts individual and organizational growth. But more often than not, I have
been truly moved and inspired by the positive contributions that progressive,
humanistic managers have made possible for everyone associated with their
businesses—customers, owners, employees and their communities. I am using
the complexity model to point out the kinds of ideas that will lead more business
decision makers to create positive, constructive working environments for peo-
ple.

I have yet to see a business that doesn’t benefit from these ideas and, in
applying them, become more productive and profitable, as well as a better place
to work. This new model, based on liberating people’s talents and energies, their
vision and aspirations, frees managers to work in new ways. Businesses need
not be dreary places where an individual’s dreams have to end as the price to
pay for an honest day’s wage. Businesses are creative enterprises of a high
evolutionary order, and as such have unlimited horizons of mission and oppor-
tunity before them. Businesses as organizations do not always rise to the full
potential of their vision; but those decision makers who fail to aspire to that
vision usually bring their businesses down with them.

The vision proposed in The Strategic Heart is that of business organizations
that create value on an individual, corporate and social scale. For all their warts
and shortcomings, I have walked in the halls of businesses that do this every
day, and I have thrilled to the vibrations of the energy these organizations un-
leash. This book shares that excitement with you.
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Chapter 2

Values

If you over-esteem great men,
people become powerless.
If you overvalue possessions,
people begin to steal.
The Master leads by emptying people’s minds,
and filling their cores,
by weakening their ambition
and toughening their resolve.
—Lao-tzu, Tao te Ching (3)

THE SUCCESS OF THE MOST FITTING

Complex systems do not erupt spontaneously, out of nowhere. They emerge
out of the conditions, materials and opportunities offered by their immediate
environment. Over successive generations, complex systems evolve so they are
able to fully exploit what the environment offers for sustenance, shelter and
support. Each species hones its skills and develops sensory organs and bodily
forms in order to be even more successful in its environment niche.

No system encompasses everything or takes advantage of each and every
aspect of an environment. One being may fly and eat insects, while another
slithers along the ground and gobbles up small mammals whole. The one that
flies cannot slither, the one that slithers cannot fly; they grow in specialized
ways that reinforce their respective choices for survival. In this way, each in-
dividual organism has its own unique shape and behavior.

Since Charles Darwin published his On the Origin of Species by Means of
Natural Selection we have accepted the idea that living systems have evolved
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from simple forms to beings of greater complexity and adaptability to their
environments. As organisms become more complex, they also gain flexibility in
their ability to adapt and survive. Whatever limitations the human species ex-
hibits in other ways, it excels in survival because of its supreme ability to use
technology to adapt to just about any terrestrial habitat, and now to extraterres-
trial habitats as well. When humans make choices, exhibiting preferences for
some aspects of their behaviors, habitat and food resources over others, we say
that they are demonstrating or acting on their ‘‘values.”

Values and ‘“Attractors”’

In our everyday conversations, the idea of ‘‘values’’ often seems to be a fuzzy
one. When seen from the perspective of organized systems, including living
organisms, the idea does become clearer. As we said in the last chapter, complex
systems coalesce their exuberant, near-chaos energies around ‘‘attractors.”’ At-
tractors can be either point particles that give rise to molecules or complex,
nonphysical entities such as goals, desires or ideas. Whatever form they take,
an attractor is something around which beyond-equilibrium energies cluster
themselves.

An already complex organization, such as a human being, is likely to have
many points around which it clusters its energies. Food gathering (self-
sustenance) coalesces a great deal of our energies, since no human being could
survive as a self-organized system if it did not give this attractor its full and
due attention. But it hardly constitutes the sole attractor of human energies.
Physical entities such as money or property command high attention for some,
while spiritual pursuits and humanistic service do so for others. For humans,
these ‘‘values’ constitute a kind of attractor, a high-level, abstract attractor that
determines and selects behaviors and choices, while not excluding or depreci-
ating the more immediate food and shelter levels of values.

Thus, people and organizations usually operate under the sway of several
attractors. Many religious people also like to eat well; many money-seeking
people also like abstract challenges like games and puzzles. Business decision
makers are clearly focused by the need to create profits, and most of them also
esteem ‘‘humanistic’’ treatment and regard for employees. Complexity not only
allows for multiple attractors, evolution toward increasing complexity demands
it.

A Business’s Values

When we work with clients on a business’s values, we make it clear that the
values we are trying to articulate are not ideals. A business’s values summarize
what decision makers want their people to actually do, each and every day, in
pursuit of the organization’s most essential goals, needs and dreams. The stated
values express concerns and identify the necessities of the people’s organized
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life that spur them into action or enable them to choose one course of action
over another. They define the boundaries of commitments the business makes
to a wider world. At the same time, they define the strands of connections that
the company makes to that world.

These issues are often raised by consultants and/or academics under the rubric
of a business’s ‘‘culture.”’ A culture supposedly summarizes an organization’s
“‘way of doing things,”” meaning the patterns and assumptions that underlie
actions and decisions. And since the key judgment for decision makers in a
growing company is ‘‘what do I change and what do I preserve,’” as we move
forward, this offers them a useful tool for analysis. The idea of a business’s
culture opens up conversations about the feelings, attitudes and traditions that
either contribute or impede an organization’s effectiveness. Clearly, the form of
organization changes as a company grows. In many of the circumstances we
see, as a company grows, adding positions, processes and equipment, people
find they have more and more to do in their daily jobs, and yet they are less
and less involved with the ‘‘big decisions’’ that are made. ‘“This company used
to be a family, but now it’s getting big, like a bureaucracy,’’ we often hear. No
culture can remain the same under these stresses. So the old culture is out the
window. Now what?

This highlights the limitation of the idea of ‘‘culture’’ as a useful concept for
guiding organizational growth. When people talk about their ‘‘culture’’ they
overemphasize the habits and structures that comprise the status quo as opposed
to focusing on the latitude that values permit as changes become necessary.
When companies grow, they may also have to change the values under which
the company had succeeded. When a company expands its markets, it deals with
a wider spectrum of customers, for instance. It may have to adjust the values
that it projects in order to accommodate a wider spectrum of beliefs, customs
and lifestyles.

A growing business succeeds because its choices and actions (i.e., its values)
have been fitting and appropriate. The company’s decision makers have to un-
derstand who their products and services are really connected to and how those
customer define service, reliability, integrity and courtesy. In a process of
change, the company remains connected to the old customers while encom-
passing the new ones by making choices that resonate with what most people
that are involved with the company are viscerally attracted to. The business acts
in ways that brings forward new forms and new processes that connect it to
things that are clear and important for their customers’ well-being. As far as the
customer is concerned, the company’s values have remained intact even as it
has changed and grown.

Values at Work

Values are the most basic and essential attractor for any organization, pre-
cisely because they define for people how they can act in a way that is mean-
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ingful and appropriate for those who have a stake in the company. Values
express that special way each and every person in a company can decide and
act as individuals, and by doing so strengthen their connection to things that are
larger and more meaningful: the company, then the customers and other stake-
holders, and finally the wider community in which they live and raise their
families. The power of values thus cuts two ways in terms of offering decision
makers discretion in guiding organizational change.

On the one hand, values can act as limiting factors on the actions decision
makers can take. Conflicting values from two different companies often under-
mine the success of mergers and acquisitions, for example. In addition to the
insecurities around whether or not they’ll have a job in the future, employees
also don’t know how to interact with their old customers now that a new boss
is calling the shots. For instance, a customer service rep might wonder: ‘Do 1
toe the line or give the customer a break? What are the guiding values here?
Do we put the customer first or the company’s bottom line?’ Employees don’t
know whether or not a decision is right or wrong, so they sit on their hands and
wait to be told what to do. In the meantime, opportunities slip by, customers
are alienated, profits slip and the merger implodes.

Customers of merged or acquired companies say, ‘‘It’s not the same company
anymore,”” because of unexpected disappointments or affronts that the new
‘‘parent’’ company foists on them with more bureaucratic policies and proce-
dures (or automated voice messaging services). The merger may have succeeded
in providing capital gains for the seller, but it failed to fulfill expectations of
customers and employees and the new owner as well, because the values have
changed and people don’t know how or on what basis to make necessary de-
cisions. The connections that define the company’s essential relationships break
down and anticipated profits dwindle.

On the other hand, an organization that operates on the basis of its values,
rather than on the basis of what products or services it sells, creates for itself
the widest possible range for its decisions and actions. By redefining in widening
terms the nature of the company’s highest values, decision makers expand their
options. They use values as a framework in which to undertake change and
manage the business’s growth, by showing the continuity of its actions and
choices even as its products, services or the organization itself are revised. When
they do this successfully, new capabilities can be added because people don’t
fear they will be replaced; new positions, equipment and procedures can be
integrated into the company without resistance, because people can see how
they strengthen their respective abilities to act on those values.

The role of middle managers, as we will see shortly, is to emphasize ‘‘inter-
active”’ or ‘‘organizational’’ values that stress the necessity of people working
together to accomplish something great and worthwhile. They want people to
make decisions about their work and generate new options and ideas for inno-
vation; and they want their people to be primed for change and challenge, not
perfunctorily checking off tasks. Senior managers personify different, but com-
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plimentary values. They demonstrate *‘strategic’’ values in all their actions, per-
sonifying the conviction that the future is bright if acted upon with a sense of
shared commitment, openness and aspiration. This hierarchy of values creates a
dynamic atmosphere in which learning, growth and competitive fitness thrive.
A management group that projects and faithfully acts on these values creates
the strategic organization that succeeds; the management group that fails to grasp
this essential aspect of their work struggles and sometimes fails.

The story we tell next is about a poorly functioning department in a growing
furniture retailing company that we were asked to help. Several reorganiza-
tions—new managers with all the usual ‘‘reengineering’’ measures—had been
tried to no lasting or meaningful effect. We saw a group of people that, in the
course of their company’s astronomical growth, were on the verge of losing
touch with the company’s values. It is not that these people were acting destruc-
tively or dishonestly. They had lost sight of the connection between what they
did in their daily tasks and what the business organization as a whole was trying
to accomplish. They just didn’t see, or didn’t think about, how their actions
were a part of the company’s value structure. Treating organizations at the core
of their values is often the first step that needs to be taken to assure continued
success. Often, when these issues have been well addressed, everything else
falls into place.

LEADING BY VALUES

Terry was shocked by the astronomical growth of Barry’s Sales. The company
had started as a local family enterprise that was well known in its base city for
good prices and excellent service and had now grown to become the region’s
largest family-owned retail company. In the last two years, it experienced 30 to
40 percent growth per year.

Terry is a successful, self-taught professional who, over the span of a fifteen-
year career at Barry’s, rose through the ranks to become chief buyer. His op-
eration, called the Purchasing and Receiving Department (PRD), started with
just himself. At the time of this story, the department had swelled to-twelve
people (now, two years later, it has sixteen). He, like other lifelong employees,
had the value of ‘‘the customer is always right’’ bred into his bones. The lore
of the company included many heroic tales of offering same-day delivery to a
newlywed’s apartment, making repairs to many-year-old merchandise without
questions being asked and providing merchandise that could only be purchased
from a competitor.

The company had three locations in the region—a fourth and fifth were on
the way—and the parking lots were always jammed with people waiting for
spots to park. ‘‘I don’t understand why they wait in line to park,’” Terry said.
‘““We never have sales, our prices are always the same. Except for our close-
outs, we’ll always get them what they want. But the customers line up as though
this is their last chance. Well, it’s great for us.”
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The PRD was at the core of the company’s operations, managing the inven-
tory at all the stores. It ordered the merchandise (for both stock and custom
items), scheduled deliveries and made sure that received merchandise was up to
spec and that it was all priced, tagged and tracked properly. It also handled
relationships with vendors including returns and order changes. The work the
people in the PRD performed was hard and extremely demanding. It required
an unusual combination of talents. On the one hand, these people needed an
intuitive awareness of the big picture—what the stores company-wide were do-
ing in a line of merchandise. On the other hand, they needed to pay attention
to the smallest details of each and every order—and there could be hundreds of
these to process each and every day.

At Wit’s End

Terry coped with his elevation to management in the same way many prom-
ising, recently promoted managers do: he multiplied, divided and delegated tasks
in a rational, machine-like manner. First, he multiplied his tasks by the demands
of the business’s growth and filled in the slots. Then he divided the tasks into
jobs, according to the number of people that were available. Finally, he *‘del-
egated’’ those tasks to the few people he knew and trusted.

Terry had his people working like bureaucrats. They cranked out paperwork
and enforced the rules: quality assurance, delivery times, proper colors, checking
shipments against packing slips and those against invoices. He hired conserva-
tively, based strictly on technical ‘‘competence,’’ so any new person could jump
right in and get started with a minimum of training. To deal with the depart-
ment’s growth, and so he could pay attention to more global purchasing issues,
he hired Ron, a systems analyst, as a manager to oversee the day-to-day oper-
ations of the department. A good-hearted guy, knowledgeable in furniture, Ron
was expected to keep things running like a clock.

It didn’t work out that way. Terry made several attempts at integrating the
new manager into the group, but the group resisted. He tried several different
organizational schemes, including having longer tenured members of the group
take on supervisory roles, but the results always seemed to be the same: internal
backbiting, hostile cliques, a growing reputation for being a surly and uncoop-
erative group. They kept score as to whether one person was working longer or
harder than another, who was getting undeserved credit or who was being over-
looked. They scrutinized suggested changes in their jobs down to the last detail
to determine what effect it might have on personal status or one’s place in the
pecking order. Cynicism was setting in fast.

From their perspective, the company was growing all around them, but they
were going nowhere; they worked hard to get things done, but no one appre-
ciated them. ‘“This manager comes in,”” one member of the group said, ‘‘and
tries to enforce the rules, but he doesn’t know the business as well as we do.”’
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People were preoccupied with their piece of the action, they protected their turf
and their jobs. The department was stuck and discouraged. Terry was at a loss
and a bit defensive about his seeming inability to set things right.

The situation was all the more painful because his group performed a service
of tremendous and pivotal value to the company. If this group fell behind, the
company lost customers, financial control and control of where its merchandise
was. The people in the department were very good at their jobs and deeply
experienced. They put in an intense eight hours. They usually left at five, but
during the Christmas season, they accepted the occasional necessary Saturday
work. The work had value; the people were good at it—but no one related to
their work as though it had value, and no one related to the people in the
department as though they created value for the company.

In the meantime, Terry never lost his human touch. He listened to their stress-
driven complaints; he intervened to resolve the interpersonal conflicts that came
up—and they came up often. In Terry’s mind, and in the minds of his people,
emotions were one side of life and work was another. They were separate and
distinct, like the banks of a river. They resided side by side, and they never
touched. But at this point, Terry had hit a wall. His quick mind and easy manner,
his humane instincts and intense dedication to the company and the people in
the department—strengths that got him this far—seemed to be working against
him. To deal with the personal conflicts and internecine warfare, Terry relied
on his sensitivity, his ability to act as a confidant. But this wasn’t working either.
People came into his office all the time, complaining about this or that, telling
tales of how others weren’t doing their jobs. It was time-consuming, and ulti-
mately degrading for everyone involved. Terry and his more senior managers
came to the conclusion that something else had to be done.

PUTTING THE VALUES INTO THE WORK

Mage was called in to see if we could help this new manager succeed in
these trying circumstances. In our observation, the problems went much deeper
than the manager’s alienation. As we put it to Terry, he and his people had lost
touch with what it was that made their jobs matter to themselves and to the
customers—internal and external—that they served.

Typically, a mechanistic approach to Terry’s problem would be to *‘reengi-
neer” the department: do another reorganization, put a new manager in place
and hope for the best. As we saw it, this company had all the elements of being
a dynamic, fun, energizing place to work. It was growing; the owners were new
at running such a large company, but they cared about customers and cared
about their employees—providing generous benefits and profit sharing; there
were new opportunities for advancement everyday; and the business was clearly
on the upswing for the foreseeable future.

When seeking to build ‘‘complexity’’ and add capability into a company’s
life, we start with helping people find a way to put their heart back into their
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work. We wanted the people in the PRD to see that their work is connected to
values—to something that they cared about personally—and that their company
makes them personally proud to be doing their work. We wanted to bring these
connections to the fore and let them take precedence even over what specific
tasks they performed in the course of their jobs. Then, when the people were
fully reinvested, we would see what kinds of reorganization would be necessary.

We met with the group weekly for two-hour sessions. In each meeting, con-
cepts were introduced and an assignment was made to be worked on during the
week (although some were to be done individually, eventually, most of the
assignments were to be done in working groups) and then reviewed. We started
our process by asking the group to answer three questions: What values that the
company espouses do you esteem most? What are some of the things that get
in the way of living up to those values? And finally, what can you do to help
the company live up to those values?

We went around the table, listening to each person’s list of values and the
stories they told to illustrate their convictions. Since values are not ideals that
people articulate and then live up to, but instead are real attractors that affect
behavior in everyday life, they can only be discovered in stories that people tell
about how and why they make the decisions they do. In these stories, people
tell others, and hear for themselves, how they discovered what the real operating
and effective values are in their lives. It is a very powerful process.

All of the people in the group said that they esteemed the value of customer
service the most. Some told stories of how proud they were to work at Barry’s
when their friends told them about their experiences in the store. They were all
proud to tell their friends and family to shop at Barry’s, knowing that the news
about their experiences would always be good. ‘‘Barry’s creates a fun experi-
ence. When people come here we don’t treat them like all we want is for them
to buy our stuff,”’ one PRD member said. (Indeed, while customers are waiting
at the loading dock to pick up merchandise, their cars are washed!) ‘“When I
get bad service somewhere else, it bothers me more than it does my friends. I
know how it’s supposed to be done,”’ said another. Also mentioned was how
the company (and especially Terry) cared for the employees and how often
genuine attempts were made (not always successful) to get everyone in the
company to work as a team.

Growth was taking its toll. The pressures of time were getting in the way of
fulfilling those values. With the organization growing bigger, things took longer
to get done, the red tape was more entangling and ever more segregated de-
partments lost touch with each other. When we asked if they felt they personally
contributed to the problem, each person fully acknowledged complicity and re-
sponsibility. We discussed their reputation of not being receptive to suggestions
from others or how they can appear to be negative and even hostile at times.
They also noted how their internal bickering was detracting from their work.

This was no intellectual exercise. These were hard sessions. Many operational
issues got caught up in a web of frustrations. Because one was angry at another,
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communications were truncated or nonexistent. Finger-pointing had become rou-
tine; they looked over each other’s shoulders to see who was working or doing
personal business. There was a great deal of pent-up anger, and it was vented
in these meetings, sometimes with bare knuckles. There were tears from those
who had been hurt and from those who realized how hurtful they had been.

The next sessions were devoted to making individual commitments to do one
thing that could change things for the better and would contribute to fulfilling
the mission. They saw how acting these ways really detracted from what they
themselves cared most about. Several people vowed to have a positive attitude
and to ‘‘leave my problems at home.”” Another said, “‘I'm going to mind my
own business, stay away from gossip and negativity.”” Another vowed to make
sure to acknowledge what the department does well and show appreciation.

Our aim was to help the people in the group see how each person’s actions,
day in and day out, helped the company fulfill the values they themselves held
in esteem: to achieve an unsurpassed reputation for outstanding customer serv-
ice. We wanted them to focus on these value-fulfilling actions, not the discrete
tasks they performed in order to complete those actions. We asked them to think
beyond the tasks they did—the forms they completed, the orders they filled or
verified—to see how their work made it possible for Barry’s Sales to offer
outstanding customer service.

That was not hard to do. Not only did they do things that made this reputation
come alive—like special ordering products and negotiating aggressive deliveries
from vendors to meet exceptional customer needs—they realized their work
enabled others to make those promises of exceptional service because they were
the ones that delivered on them. Fulfilling the values of the company started
with them. They just had forgotten or hadn’t thought about the fact that this
reputation can only be earned if they work to fulfill those values.

They began to see that their work did not just add up to the sum of the
functions they performed. In fact, those functions would certainly change or
even disappear or at least be replaced with growth, new technologies, new ideas,
successive reorganizations. Their work, no matter what combination of tasks it
included, was to help the vendors, suppliers, delivery people, accounting and
sales people on the floor get what they needed on time, at the best price. From
their work emerged the core—the heart—of Barry’s success, nothing less. They
were the ones who made it possible for everyone in the company to fulfill the
values that Barry’s projected into the community and on which its success arose.

WHAT VALUES DO FOR A COMPANY

It is really worth it to spend time working to enumerate these ‘‘soft’” things
and create value statements? In making that decision, it will be worthwhile to
consider these facts about what values mean to a business.

1. Values are not ideals. They are realized and recognized in the stories that
describe the incidents that have made our actions and efforts worthwhile.
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When we think of values as attractors, as factors in our lives that coalesce
many diverse people or desires into a unified focus, we can see the difference
between values and ideals. Ideals are statements about actions, results or out-
comes that you keep aiming at but may never attain. Values, however, are
achieved and proven in actions each and every day. Values constitute the nec-
essary actions that help everyone hang together, to take the risks and the hits
that come with accomplishing the worthwhile intentions of the company.

Value statements summarize those actions everyone knows to be necessary
and those actions that they depend upon each other to perform every day. There
are always stories about how values were revealed or proven. A customer was
surprised and grateful, a short-term sacrifice was made, but months later that
customer returned because the gesture was remembered and appreciated. By
telling and retelling the stories, our true values are revealed and proven. In these
stories, we find out what really spurs our actions and feeds our spirits. No matter
what a manager may write down as a company’s values, what the company is
really willing to do, learn and sacrifice for defines its true values.

2. Values are about achieving a balance between competing claims or
choices. They spell out all the factors, competing and contradictory though they
may be, that we deem worthy of our attention and energy.

We value those people and things that we hold in esteem and deem worthy
of respect. In a business context, if profit is not held as a value by decision
makers, the business will soon fade away. However, if profit is the only thing
an owner esteems, employees, customers, vendors and the community are not
particularly highly valued. The business will most likely also fade away under
these circumstances.

As we said, a complex system can have many different attractors, all of which
are necessary at different levels. Sometimes the needs and claims of these at-
tractors conflict. Sometimes our basic need to survive conflicts with more spir-
itual values we may hold about life. In the movie ‘‘Survival,”” victims of a plane
crash high in the frozen Andes were able to survive only by eating the flesh of
comrades who had died. This practice was utterly repugnant to the civilized
values of each of them,; still more basic values—that of having food to eat—
had to take precedence in this emergency.

Values frequently conflict in business. How do you reconcile humanistic val-
ues with regard to employees with the need to press them for performance or
to possibly lay them off during a recession? These are hard to reconcile. It is
folly for decision makers to declare values that don’t take these kinds of conflicts
into account. It is simply realistic to acknowledge and declare that since a com-
pany has to live with sometimes contradictory values, its efforts will be directed
at trying to strike a balance among them.

Again, the difference between values and instincts is precisely that values
don’t have to be ‘‘hard wired’’ so to speak, guaranteeing a specific, single
outcome. If we think of the psychologist Abraham Maslow’s hierarchy of needs
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as a hierarchy of values, we can see that lower-level values, such as shelter,
food and security, are satisfied concretely and naturally (if one thinks of the
commercialized products that satisfy these needs as being ‘‘natural’’). Higher
needs, however, such as love and self-actualization are more abstract. Each
individual will have to name and define the qualities that satisfy those needs
and fulfill those values for them.

Likewise, a business has a hierarchy of values, some of which can be stated
simply, like the need to maintain profitability, while others, such as those men-
tioned above, need more explanation and qualification. Because these ‘‘higher”’
values are more abstract and conceptual, however, they can be formulated in
ways that express the striving for balance and still be compelling.

One of the best statements of this came from a values writing process we led
with a large insurance company. Management wanted to make a strong statement
about the fact that their employees were valued and respected, but the need to
perpetuate the business and meet the demands of their competitive environment
also had to be taken into account. Their statement on this subject became:

The loyalty of our employees, reflected by the longevity of their service and in the
excellence of their performance, is a great source of pride. This achievement reflects a
mutual awareness that each working day we always have to do whatever is necessary to
meet the sometimes stressful demands required by our commitment to outstanding service
and need for long term profitability.

At the same time, we must always hold our behavior to each other up to the highest
standards of mutual respect, fairness, and appreciation of each individual’s uniqueness.
While we always expect the best from each other, we allow for mistakes and human
frailties.

We believe that our employees take full responsibility for the quality of their work,
and count on their willingness and generosity in their offering to do whatever is needed
to provide quality service to our clients and companies.

Looking at a business’s values in a wider social context, there are conflicts
that are perennially vexing. Of the many reasons why the recent ‘‘downsizing’’
of companies has caused such disruption in our society, none is more significant
than the shocking revelation of the true values of many of our largest and most
esteemed corporations. The rationalistic, mechanistic drive to become ‘‘lean and
mean’’ has undermined the connection between people’s working lives and their
place of work. Putting out time, effort, energy and sacrificing so that customers
have something worthwhile, they find, has no redeeming value in the eyes of
corporate decision making.

However, as a consultant who works with senior managers every day on these
kinds of decisions, I appreciate the decision maker’s side of the story. A business
must uphold its mandate to be profitable and competitive; otherwise it creates
neither products, value nor jobs. When productivity gains are both possible and
necessary, and there are too many people, what are decision makers to do?
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The answer lies in appreciating the hierarchy of values a business organization
must maintain. At the middle level, where productivity gains are salient, the
values of maximizing the use of organizational resources may call for changes
in staff structure. If only the values of productivity or efficiency are salient in
a company’s decision making, layoffs will follow. In our model, however, there
is another level of ‘‘strategic values’’ that can mitigate that outcome.

The values we urge for senior managers entail keeping the company investing
and moving into new areas that promise growth, not reduction; creating jobs,
not eliminating them. When changes need to be made, there are opportunities
for people to take or decline, as they choose. As one executive said recently,
**You can’t downsize your way to greatness.”” The only viable answer to down-
sizing is fully embracing the responsibility entailed by the values of strategic
growth and change. Sometimes achieving a balance means creating the weight—
the innovation that creates jobs—that keeps the scales even. The idea is not to
preserve jobs, but to create value, wealth and profits.

3. Values express what we choose to do as freely deciding, independent,
thoughtful and mature people.

Decision makers too often look at a person’s resume for schooling and ex-
perience and choose whether or not to hire based on that information. They are
looking to find the right kinds of skills to fit into a slot in a mechanical process.
We find that hiring people on the basis of a more intuitive understanding of
their values is often more productive. When it is said people don’t change, I
think it means a person’s values don’t change. If a person shares a company’s
values, deficiencies in education, training or experience can often be made up.
But when a person’s values are different than the company’s values, changes
are hard or impossible to make.

Let’s say two companies—a sales and distribution company and a personal
services company—-are interviewing two of the same people for customer serv-
ice positions. Sam loves to help people, but he’s never been too good with
numbers. He may not be a good fit in a sales and distribution company, for
instance. When a conflict needs to be resolved, he might tend to feel badly for
the customer and give away the store. When Sam’s decisions are constantly
second-guessed, a bad situation develops in which everyone gets hurt. Based on
his values, Sam would probably do well in a personal service business where it
is often necessary to bend and negotiate for the client. On the other side of the
coin, Lonnie loves to help people, too, but sees negotiations as a game where
a point or two here or there decides who has won. Lonnie’s values may be a
better fit in the sales and distribution company and would probably not be a
very good fit in the professional services firm.

It is people’s values that will determine how they will act, decide and thus
represent the company. Those moment-by-moment decisions can’t be super-
vised. People’s values have to be trusted. This same formula cuts the other way.
How can a manager be sure the decisions being made are in line with the
business’s choices and priorities? Things happen too fast for decisions to be
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reviewed and assessed individually through a long, ever more restricted chain
of command.

Decisions that are made on a strictly economic or situational basis will reflect
the inconsistencies and random nature of the way the world works. This is the
mistake many turnaround specialists make as they strip companies down to the
bare bones in the name of ‘‘saving’’ it. They put the company in the position
of being able to generate sales but not to build and sustain relationships with
customers. They forget that people can get goods and services anywhere. What
makes for a successful company is one that strikes a chord with people, sparks
their imagination or elevates itself into some kind of special position with its
customers. Companies that can just make and sell things don’t survive; the ones
that build and sustain relationships do.

There is only one source of answers that can be relied upon to work in a way
that provides the consistency and power needed to have the decisions be made
and to have them stick: make the business’s real, operant and heartfelt values
perfectly clear. If a person knows what the company’s values are, that customer
service rep or that division manager knows that the decision fits and builds on
what the company ultimately wants to happen.

A final note on this point. A growing business needs people who represent a
spectrum of values. There are many different kinds of things that need to be
done in a business. For these things to be done well, people have to put a high
value on them. For example, I appreciate the importance of financial discipline.
Still, on those close calls, I would lean toward giving in to marketing or client
service at the expense of some financial discipline. To enforce that discipline,
a company would need someone who puts the financial order of the business
above short-term good feelings. On the other hand, this person has to appreciate
other values as well, appreciating that the long-term viability of a client rela-
tionship or, sometimes, the long-term viability of the firm may require an oc-
casional fall from iron financial discipline. A strong organization blends talents
and values to the greatest extent possible. A successful growing company finds
ways to blend personal values into meaningful and compelling organizational
values.

4. Values show how an organization goes about creating itself.

Values are never about idleness. Living things, have to affect their environ-
ments (either changing them or preserving them against encroaching changes),
they have to act. I am defined to others by virtue of the actions I feel compelled
to make. Value statements, then, declare what I am paying attention to in the
course of my actions, and so define who I am, what I think is ‘‘good’’ and,
therefore, how I come to be known in the world.

Decision makers sometimes have to incur short-term losses. They have to
placate a client, apologize for a mistake or correct a defect. These actions all
diminish the bottom line. Still, if they acted otherwise, they would set precedents
with employees and customers that could cause far more harm down the road.
Reputations could be tarnished, trusts broken. The business being created day
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by day with such actions becomes like Marley’s chain in Charles Dickens’s “‘A
Christmas Carol,’’ dragging that business into oblivion.

But another strength of focusing on enduring, human values is that when they
are well understood and proven day in and day out, people will allow for mis-
takes and will offer their forgiveness and forbearance. Because people know
that the company’s soul is intact, they forgive the small stuff. They allow for
difficult times, times for adjustment and working out of issues. They allow for
learning. That is exactly the way the people in the PRD reacted to Terry. He
was respected and deeply trusted. They forgave his management gaffes because
they ‘‘knew where his heart was.”” When he elevated his values into his man-
agement decisions, people responded with celebration. Everyone gained in the
process.

Where those values are not present or where they are suddenly betrayed, all
latitude for forgiveness is lost. Many high-tech companies once promised life-
time employment, but when they suddenly had to retrench and lay people off,
they disappointed everyone. Many of these companies disappeared, not so much
because their sales dipped, but because the wellsprings of their values dried up.
No one believed that there was anything the company would return to after hard
times—just money in, money out, employees hired, employees let go. These
people discovered the hard way that a money machine is not a business.

In the face of rapid and dramatic change, values also act as a company’s
compass, as a stabilizing force. Values are the most durable guides for sorting
out events and instantaneously assessing situations. People always know where
they stand when they operate from a set of values that are truly followed. If
there are differences of opinion, that’s not only fine, that's good. Values allow
for a lot of room for disagreeing, amplifying the possibilities in a situation and
working together to find meaningful solutions that propel the organization for-
ward.

NOTE

1. Lao-tzu, Tao te Ching (3), trans. Stephen Mitchell (New York: HarperPerennial,
1988).



Chapter 3

Mission (I): Purpose and
Commitment

The journey of a thousand miles begins
from beneath your feet.
Rushing into action you fail.
Trying to grasp things, you lose them.
Forcing a project to completion,
You ruin what was almost ripe . . .
The Master simply reminds people
of who they have always been.
—Lao-tzu, Tao te Ching (64)'

“WE’LL DO IT OR DIE TRYING”

Every living being contends with changes in its environment. Some changes
are slow and gradual, allowing organisms a chance to adapt over many gener-
ations of evolution. Other changes—such as those wrought by human interven-
tion or natural catastrophe—are instantaneous and global. Wholehearted effort
is required in nature just to cope with these changes, no less succeed or achieve
dominance for a while.

Still, those complex entities called businesses try to go nature one step better:
Businesses actively undertake projects and actions that intentionally change
their world. No other creature or group of creatures I know of actively sets out
to create disturbing and destabilizing changes in its environment as its way of
life. Where once an economy or culture could expect major changes to take
place one or two times in a generation, businesses now generate continual
change, rolling from one industry to another, changing one way of doing things,
then another. Although we’ve become more or less accustomed to these busi-
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ness-wrought changes, the process is actually quite new, getting up to a full
head of steam only after World War II, and becoming institutionalized in the
1960s.

Business-Driven Evolution

The business prescription for instigating massive social evolution goes some-
thing like this: Alexander Graham Bell creates a device that allows people to
talk instantaneously wherever they are, for example. The telephone is developed
and perfected over time, its capability and applicability to many aspects of our
lives deepens and spreads. This single invention eventually becomes the vast
telecommunications industry we know today. As it works its magic, the industry
combines with other businesses and institutions—governmental, educational,
even religious organizations—to assure that the environmental changes it has
wrought will be permanent, that it will never fall back to conditions that are
inhospitable to its way of acting and/or producing. For instance, it is impossible
for us to envision a world that does not have commercial telecommunications
available. Thus, starting from this single invention, a whole system of capabil-
ities emerged, creating irreversible massive changes in the lives of everyone
throughout the world.

What a monumental undertaking. Still, we can safely predict that the increas-
ing pace of technical change and the organizational development required to
keep up with it—no less to exploit it for the increases in productivity that it
augers—is not going to diminish. From the business’s standpoint, the acceler-
ating pace of change is not a clear and simple blessing—it cuts two ways. In
one direction, the business decides on the changes it is going to precipitate in
people’s lives. A software company changes the way a process is done, the way
a product works or the way people can use basic services like banking, grocery
shopping or receiving medical care. But then it cuts the other way. The same
business has to contend with changes coming from the other direction, from the
changes being forced on it by other businesses that are also creating change. In
terms of the complexity model, this impetus to change supplies exactly the kind
of energy that keeps organizations at the edge of chaos: energized, sensitized
and primed for growth, making organizational readiness for change a require-
ment and not a nice to have option.

Certainly, we pay a social and individual price for this incessant churning of
(under the banner of enhancing) our lives. Anxieties about the lack of job se-
curity and the obsoleting of our employable skills, not to mention the financial
pressures entailed by the need to upgrade and update our own ‘‘home econo-
mies,”” are an unwelcome adjunct to this process. Can we see a positive side to
this churning, in addition to the possibilities offered for increasing individual
and social net product? From an organizational perspective, an energizing spark
to revitalize the way we work can be a positive force that refreshes the way we
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do our daily work and leisure activities, despite the short-term upset it causes.
Incessant change can be a good thing, that is, if there is a guiding thread of
increasing benefit to it all.

In that light, our question has to be, ‘*What keeps a growing business orga-
nization on a positive, constructive track as it goes about generating change for
others and contending with changes others have forced on it?"’ The company
doesn’t have instinct to guide it, nor genetic inheritance. In most cases, even
marketing studies aren’t reliable. The successful businesses that we have seen
are guided by selecting from among its decision makers’ diverse and knowl-
edgeable visions about how the talents and energies of its people can improve
upon the way its customers do things at home and at work. Individually, these
“‘visions’’ may be right or wrong, but collectively, they supply a reservoir of
ideas and initiatives that are vital and alive. Their envisioned changes may or
may not end up being an improvement in some people’s eyes—markets and
history make those judgments on a case-by-case basis. But the businesses’ vi-
sionaries—at all levels and in all positions in an organization—push ahead.
They act as though they were on a mission; and, in fact, they are.

What a Mission Is—and Is Not

The mission summarizes what every member of a business organization
strives to make happen in people’s lives—events and experiences that would
not happen without the business’s actions. The business’s mission states what
the business will either accomplish or die trying to accomplish. Nothing less. If
the mission isn't worth getting up in the morning to do, the organization will
be overwhelmed, either by the indifference paid to it in the marketplace or by
a competitor that is focused and concentrated on making something special
happen in people’s lives. The mission states the company’s unassailable inten-
tions. It makes clear what everyone in the company is committed to make hap-
pen, to change by virtue of their collective actions. Part of those actions are
bringing individual visions together and melding them into a plan of action.

A mission is not an ‘‘ideal,”’ however, Ideals are often thought of as being
dreams, utopias that are worthwhile and inspiring thoughts for all of humanity
and the world, but in all likelihood will never be accomplished. If we tried to
attain all of our ideals we’d burn out, become cynical, or both. For all that,
however, ideals are just as easily disregarded, since they are only goals that are
strived for. For that reason, they are rarely guides to the real actions that we
actually undertake each and every day. A mission statement, in contrast, has to
be completely real, compellingly attainable and thus be able to convey what
everyone realizes must, in reality, be done. It forcefully articulates what the
organization is actually accomplishing in its markets—each and every day, with
each and every action it performs—to affect, improve and change people’s lives.
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Creating Value

That purpose and those actions may, and indeed hopefully will, intend noble
and worthy outcomes for customers, employees, shareholders and others. The
mission gets whatever altruism it contains from the fact that its actions are
bringing about something that attracts others and offers them something that
elevates their lives, adds a dimension of fulfillment, or a dream of fulfillment,
they did not have available before. Businesses create something positive, not
because they make a good product, but because they appeal to an aspect of
human life that transcends mere physical need.

We humans spend a great deal of time satisfying basic, life-sustaining activ-
ities, but we do not limit ourselves to merely doing these things. Not only do
we think about how we do these things, judge them and evaluate our actions,
we seek out ways and means to make changes to our behaviors and habits.
When we perform these reflective, evaluative, higher level, learning and growing
functions, we are acting to sustain and enhance an abstract and nonphysical
identity known as the *‘self.”” This *‘self’’ is not a material thing, like our
physical body. Instead, it is the prime example of an ‘‘emergent’’ entity, an
abstract and transcendant phenomenon that becomes real as a result of the in-
teractions between our complex biological and social systems.

At this stage of our evolution, our biological needs do not preoccupy us.
Instead, we spend our time and energy acting on the demands made by this
“self.”” We go to schools to enrich our ‘‘self’s’’ compass of understanding and
choice; we buy clothing and cosmetic products that bring out qualities about
ourselves that we like; we buy tools, houses, cars and other things and go to
masseuses, tennis lessons or other service providers that not only meet the basic
physical needs of survival but also enhance our image and give us some plea-
surable moments.

Many other creatures exhibit a sense of self to the extent that they will fight
for their own physical survival and for the survival of their young or their group.
But, we humans take it one step further; that is, no other creature on earth has
evolved a system of trade, commerce and manufacturing that changes or mod-
ifies both the environment and its own behavior in order to meet the require-
ments of its nonphysical needs. Businesses provide materials and services that
help people survive on a physical level, of course. However, only a small per-
centage of our businesses produce basic, unbranded products such as foodstuffs,
commodities or raw industrial materials. Businesses in our culture arise and
grow at the pace and with the impact they do because they are able to respond
to the peculiar, higher level, more abstract needs of a person’s emergent and
freely determined sense of ‘‘self.”’ They create things and services, that is true.
But it is not the things themselves that spur success—no matter how attractively
designed and packaged they are. People select products and services in order to
maintain and/or enhance their sense of a being that does particular things in
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certain ways, with certain likes, dislikes and styles. Responding to these higher
level requirements, businesses create ‘‘value.”’?

Businesses create value when they offer successful new products and services
that enable people to enhance their sense of self and the feeling of that self’s
well-being over and above what they were able to experience before. For in-
stance, as I am writing in my New England home in the depths of winter, the
way I have to shovel snow comes to mind. Shoveling day after day by hand, I
expend calories galore (that’s good), but I also incur backaches and often get
in very grumpy moods that are quite harmful to my familial relationships. Then
along comes the ‘‘snow blower.”” I expend much less personal pain and energy
clearing snow, and I have much more time to do other valuable things, like
writing this book. By making this time available to me, back pain-free time,
businesses have created ‘‘value’ for me. In the meantime, because I buy a snow
blower at a premium price, I create profits for the businesses involved with this
product. The more activities businesses transform actions that are central to my
sense of living well into entities or services I can buy, the more they are able
to create value and hence, profits.

Creating Value Is the Mission

We have spent all of this time developing the idea of value to get to the point
of why businesses need missions. Frankly, when businesses only created life-
sustaining commodities, they didn’t need mission statements or a sense of mis-
sion. They just needed capital, machinery, laborers and a place to put them all
together. What was possible was never an issue; necessity kept the goods mov-
ing out the door. This all changed, however, when businesses moved beyond
producing subsistence goods into the realm of the creating value by envisioning
and creating new ways for people to live and interact. Many businesses make
lots of things very cheaply and efficiently that end up on scrap heaps, the bus-
iness’s owners in bankruptcy court; and ideas are a dime a dozen. Who cares
if a business has decided to make or provide one thing or another? A business
only exists because people have incorporated its products and services into their
ways of life and these customers want more. Decision makers now have to make
a clear and compelling case for their vision of how things could be done, im-
proved, enhanced and enriched. They have to define their mission.

A mission has an intrinsic sense of elevation and inspiration because it appeals
to this higher level of human identity and self, offering a way to improve the
lives that people envision for themselves. The mission identifies to everyone
how the business goes about creating value. It does not consist of a shopping
list of products and services or a to-do list of tasks. It can’t be boiled down to
the day’s agenda, but neither can it be blown up to meaningiess hyperbole. The
mission describes the actions, in the here and now, the business’s people intend
to accomplish by virtue of their concentration, commitment and consistency each
and every time they turn on the computer at their desks.
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The mission appeals to a business’s stakeholders—its customers, managers,
employees, sharcholders and others—because it makes clear that actions being
envisioned and undertaken will have an effect on their sense of self, their self-
esteem, their enjoyment and their engagement in life. It tells customers, ‘“You
can expect this business to strive to accomplish something significant for your
benefit.’”” It says several things to employees: ‘“This is a vision in which each
and every one of you has a part; this is what we are counting on you to deliver
each and every day; and this is what you can count on others to produce as
well.”” It says to shareholders, ‘‘This is how you can expect your money to be
invested, and these are the standards of performance to which all of the busi-
ness’s employees and managers can be held accountable.”” Above all, the mis-
sion has a sense of elevation and transcendent purpose because it establishes
high standards on which a particular kind of relationship, a value relationship,
will be developed in which mutual benefit and shared prosperity is genuinely
envisioned and strived for.®

I have never seen a mission process fail to help energize and focus an or-
ganization. The extent to which it does so depends on how well the mission
translates into standards of performance and day-to-day guides to action for
everyone in the company. Next, we tell a story about a group of young sales-
people who got together to make some money, only to find out they had inad-
vertently created a business. I choose this story because it dramatically illustrates
that a group of people can make a lot of money without declaring an explicit
mission, or even creating a business. However, they can’t create anything of
value over the long term, without both of these. The mission and the business
are created together to enable many people to work together, adding speciali-
zation, new talents and insights into what customers and stakeholders require.

THE CONIFER GROUP, LTD. FORMS A BUSINESS

In three years, the five partners of Conifer Group, Ltd. (CGL) had parlayed
some up-front cash and credit card loans into a $20 million-plus enterprise. In
that time they went from being five salespeople in telephone headsets, peddling
refurbished computer gear out of a living room, to an operation that employed
30 people including salaried professionals, commissioned sales representatives
and hourly production/administrative staff.

The partners were accomplished, successful salespeople. All of them lived on
the phones, thrived on making cold calls, closing deals. They weren’t *‘techies’’
who were out to make a name for themselves with a new computer break-
through; they were salespeople. Still, they realized their operation was at a cross-
roads. The used computer equipment market was becoming less viable as new
hardware prices plummeted; they were feeling pressures from the equipment
makers who were none too happy that potential customers were being deflected
into used gear. They either had to create more ‘‘value-add” in their offerings
or take the money and run. And that latter choice was real. They had made a
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lot of money; they were obligated to no one. Why not just take the money and
run?

They decided to hang together and create a business, and there were many
reasons that made this the right decision. They enjoyed creating a business and
felt a measure of responsibility to the employees’ families; they had found a
niche in the fast-paced computer industry that excited them; their quality of
attention and quick turnaround was really needed in the marketplace; they were
good at what they did; and they had made friends in the marketplace and had
obligations to these customers as well as to their employees. These were not
shallow people. They were young people of substance with a deep desire to do
well by those with whom they worked.

While they wanted to stay in business, they soon found out that this decision
put them at the beginning of a long and difficult road and entailed a level of
thought, depth of commitment and ability to learn and accept risk that none of
them had ever contemplated. If you asked each of them what the business would
be doing in a year, three years or five years, you would hardly get an answer.
The partners, never a cohesive group, quarreled over everything. They were five
distinctive—and in the case of two of them, diametrically opposite—personal-
ities. There was always second-guessing; and there was always finger pointing
and accusations as to who didn’t do what was expected, as well as the hue and
cry about the rules constantly changing. Goals, roles, responsibilities, account-
ability were all words that were being hurled at each other like spears and stones.
Nothing was moving forward.

Panic was setting in. Their markets were changing; used equipment was get-
ting harder to locate and more expensive. New directions had to be plotted and
agreed upon, but there was no way to make a decision. Since there were no
defined operational roles among the partners—they were all owners and sales-
people—they were constantly making and remaking the same decisions over
and over, resulting in different outcomes from one day to the next. There was
no budget, so there was no way to know what funds were available for invest-
ment. On top of this, sales were leveling off. There was no way the company
could operate in the same cash-rich, cavalier way that it had, yet the partners
were incapable of organizing themselves.

It will be useful to introduce the players. Kent started the business. Youthful
in appearance and manner, he had charisma to spare and boundless energy to
back it up. He liked people and always tried to be the host who helped people
to be friends or buddies, or at least to get along. He liked a loose organization
that would more resemble a fraternity than a corporation. He envisioned himself
as being a customer’s savior, not just a provider of equipment. Kent had dreams
about the company growing and setting a new style of service and personalized
treatment in what had been a cold, *‘take it or leave it”’ industry.

Mitchell, Kent's older brother, was the consummate salesman. Prior to coming
to CGL, he had sold bonds. He was comfortable pacing the fioor in his headset,
staring into space or making quick notes on scraps of paper as he talked. He
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loved hitting the buttons opposite the blinking lights, moving from call to call,
opening, moving and closing deals. His drawn-out, sonorous, Midwestern,
slangy style of speech put you at ease, and the clear pleasure he derived from
solving your problem with the equipment made you feel like he was your older
brother, too. He was the ‘‘voice of the people’’ in the company.

At the time of these events, the confusion and dissension among the partners
frustrated Mitchell to no end. He spent too much of his time talking people out
of their anger at gaffs in shipping or bugs in the equipment and not enough
time selling. He tired of the ‘‘priority of the week” and ‘‘hot product of the
day’’ syndrome that derailed the company at every turn. He wanted change and
he wanted it NOW! Still, for all his impatience and for all his equal share in
the company’s ownership, he didn’t feel ready or able to spearhead change on
his own.

Joe was one source of major friction within the group. Joe exuded a com-
manding presence. If he had resided in the vicinity of the other four partners,
he probably could have been an effective spur to action. Instead, while everyone
else lived in Boston, Massachusetts, he operated from a house on a beach in
Hawaii. Instead of patiently working with the group, moving them ahead on
issues or using his skills to pull them together, he dropped bombs: new hires
unbeknownst to anyone else; a new product that just had to be the next CGL
project; new financing schemes.

No one would ever accuse Joe of using his remote outpost in paradise as a
hideaway or cover for indolence. He was always in a whirlwind of activity. The
problem was, Joe never focused nor stayed with anything for very long. If he
had a mere intuition and sent it out over e-mail, he was done with it, assuming
it was accepted, acted upon and completed in a single breath. Needless to say,
that never happened. But then he was also inconsistent with his own ideas. He’d
give a directive to one person and it would change by the time he got to the
next person.

The pace of change in the company also frustrated Joe, but for reasons that
were quite different than those of his partners. He didn’t mind the conflict, as
long as it provided an opening for his ideas to get heard; too often, only he
heard his own ideas. For him, everything was patently obvious, It left him in a
quandary every time things came out differently than he had envisioned them.

Then there was Beau. He charged into life. Beau shot from the hip with a
hair-triggered temper and deadly aim at a person’s pride and confidence. Beau’s
ideas usually hit the mark, and he always acted with indisputably right intent
and integrity, but his temper and brusque manner completely disabled, infuriated
and turned off his fellow partners as well as key employees.

Still, more than any of the others, he was the partner who could analyze and
conceive of long-range plans and complicated operations. At the time of our
introduction into the project, his conceptual and analytical style didn’t have a
fertile field on which to operate in the chaotic world of CGL. A company that
could not decide what it did could not take advantage of his skills at conceiving
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and maintaining processes and operations. Beau, a highly emotional person,
often felt as though he were being pushed away or out of the inner partner circle
and, to a large extent, he was right. While tending to view things in the extreme,
he rightly observed that, in fact, the partners didn’t know what to do with him,

Paul, the fifth partner, the technical ‘‘guru’’ of the group, relished being asked
for advice. Soft spoken, easy to laugh, never aggressive or attacking, always
ready to share a joke or a laugh, people liked him. He exuded the sincerity of
a sweet kid that deeply cared about doing things right, but he rarely took the
time or had the inclination to follow through on his own. He would passionately
argue that something needed to be done, but acknowledged that he wasn’t the
one to get it done. He didn’t block things, and he helped motivate the others;
he just couldn’t get things done himself. Paul badly needed the group to come
together to help him focus, relax, gain recognition for mutually agreed upon
accomplishments.

CREATING THE MISSION: “YOU GOTTA HAVE HEART”’

The process of stating the mission of CGL took more than three months of
work, for myself and two colleagues from Mage. We looked at some of the
basic operations of the company and assessed them for their productivity, their
capacity to grow and change. We assessed several of the people and identified
a few who could be counted on for assuming larger roles in management. The
partners each took responsibility for studying and making recommendations for
different areas: Kent for purchasing and production; Mitchell for sales and cus-
tomer service; Paul for technology and a new management information system;
Beau for a general market plan; and Joe for long-term, future ideas and financing
options.

We started to talk about the business in terms of its being a complex orga-
nization, rather than a mere collection of people. We divided up responsibilities,
operations and commitments in ways that made sense for what the business had
to accomplish if it was going to produce results for its customers. We laid out
areas in which some of the partners would be individually responsible, and
others in which they would be collectively responsible. We also established
mechanisms for making day-to-day decisions and another forum for company-
wide reviews of operations. Later, we would establish a format for monthly
strategic reviews,

Besides these company-wide efforts, we also provided the partners with in-
dividual coaching. The coaching had several components: teaching some basic
management techniques, helping the partners see what kinds of roles they could
adopt and carry through with consistency and focus, helping clear the path of
debris left from past squabbles. The coaching helped the partners elevate them-
selves to executive-level decision-making. We still did not feel that any of them
would be able to be accepted as a full-fledged CEO (that would happen more
than a year later), so we tried to maintain a more egalitarian, team approach for
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the time being. We wanted each of them to feel they could each act autono-
mously, and at the same time have the confidence that the mission was being
fulfilled in the process by their own decisions as well as by those their fellow
partners were making. This was crucial to all our efforts.

With this group, the company could move forward only when there existed
the conviction that they could work, build and accomplish something together
without having to check, double check and second guess each other. We worked
hard to elicit from each of the partners a pledge to improve his contribution to
the team by addressing one behavior that others felt would be of greatest help
to the group. All of these were preparatory for an intensive two-and-a-half-day
retreat during which we pulled all of the pieces together into a real, functioning,
ground-breaking mission.

The Retreat

The setting was a beautiful resort in Newport, Rhode Island, in June. The
weather epitomized the best of early summer in New England. Hot, bright sun,
cut with cool ocean breezes and sometimes a patch of fog rolling in. But we
saw none of it. For the whole two-and-a-half days we were locked in a win-
dowless conference room hammering away at our objective, crafti