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Preface

During the time I worked on this book in 2005, the news was full of stories about Ford and General Motors selling off assets, labor unions losing members, ever new problems hitting the Catholic Church, public schools being criticized for lack of relevance, German industry unable to meet competition from low-wage countries, the Bush administration stuck in scandals, and numerous other well-established institutions in deep trouble. It seems that everybody accepts that the upward part of the corporate lifecycle must be followed by a downward part that ends with extinction. The Roman Empire, The Soviet Union, The British car industry, Digital Equipment Corporation, Enron, and Arthur Andersen are but a few examples of the corporate lifecycle curve that most people believe is as fundamental to business as Newton’s Law of Gravity is to classical physics.

There is little doubt that there are mechanisms associated with success that tend to transform once agile and creative organizations into complacent bureaucracies. However, the big question is why top managers overlook these mechanisms in their own organizations, even at times when their organizations’ lack of performance is obvious to outsiders. What is it that blinds management and prevents it from taking appropriate action? Why is this disease allowed to develop for so long that it is often impossible to cure when it has finally been discovered? And what can be done to revert or avoid decline and perhaps even establish a platform for renewed growth, a second cycle?

To find an answer to these questions, I used my personal experience as a starting point. I reflected upon the organizations I had worked for, either as an employee, a manager, a board member, or a volunteer. I searched for small things under the surface that indicated or influenced the mechanisms behind the corporate lifecycles. I was particularly struck by several examples where organizations possessed knowledge, ideas, technologies, or people that could have brought them into the world league of their industry if opportunities had been managed properly; but they never followed those opportunities. I realized that opportunities were most often lost when the organization appeared to be most successful—not when it was in trouble.

This book neither fits into the mold of a conventional management textbook nor is it an autobiography. My experience with conventional management textbooks is that authors often attempt to make something look like a theory that has very little theoretical substance. Simple points that could be conveyed in a minimal amount of text are often explained and illustrated with so much excess text that the message gets lost. On the other hand, autobiographies often seem to serve only one purpose: to celebrate the merits of the author.

I call this an experience-based hands-on management book. It is written for easy reading—not loaded with unnecessary theory and references. It is designed to be useful for managers, politicians, volunteers, students, and others who are involved in or concerned about the future of their organizations. It recognizes current theories of management, but builds primarily on practical experience—that is, what has worked for me. I have not studied the behavior of hundreds of organizations in order to back up my recommendations with solid statistical evidence. However, this has given me more freedom to express my points bluntly and clearly. You will have to determine whether these recommendations apply to your organization.

The book has four parts.

First is an analysis of the mechanism of the conventional corporate lifecycle, in particular, why organizations become stagnate and decline at times when they think they are highly successful.

Second, you will find a proposed design for a new platform for innovation and growth—the second cycle. This platform stands on four pillars and each pillar has its own chapter: meaning, partnership, collaboration, and leadership.

Third, I invite you to look into my toolbox. It contains seven tools that I have used to diagnose an organization, establish a new foundation for it, and move it into a second cycle of sustained innovation and growth.

Fourth, I illustrate the main points of this book with three living examples of organizations that in my view are experiencing severe decline because they have not realized the need to move into a second cycle. I finish by putting the examples into greater perspective: how we could enjoy much more growth and prosperity if mature organizations were able and willing to jump out of their conventional lifecycles and start a new second cycle.

For inspiration, I have enclosed as an appendix the most significant case study I know about organizational transformation: the rebirth of troubled hearing aid manufacturer Oticon into the industry leader in the 1990s. That story taught me about both organizational decline and what it can take to jump into a second cycle. May it inspire you as well.

Throughout this book, I invite you to take a moment and reflect on your own situation or other organizations you know, in light of what you read. Watch for the [image: image] symbol!

—Lars Kolind
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Chapter 1. The First Cycle: Why Success Breeds Failure

Lifecycles Follow the Way People Think

The history of business is paved with companies where roaring success was followed by steep decline: Digital Equipment Corporation, MG-Rover, and Upjohn, just to mention a few. Steep decline followed decades of prosperous growth and industry leadership. It seems as though a virus was allowed to enter into the once-healthy businesses. The virus gradually spread without management or staff really bothering or even knowing what happened. Alarm signals were overheard or neglected for years. Management continued to act as if the company was successful, even at a point where the emerging disaster was obvious to outsiders.

That’s how a company’s lifecycle usually goes: It begins with a period of struggle before the business takes off. Then, there is a period of rapid and prosperous growth with frequent new product introductions, growing market shares, and high customer satisfaction. After this growth period, a period of stagnation often follows, in which management is under increasing pressure. Consultants are brought in and management is changed, followed by painful downsizings that temporarily restore profitability. Mergers and acquisitions are used to create new growth and profits through cost savings from elimination of double functions.

But the capability of the business to continue the former organic growth seems to have disappeared. Despite apparent financial success, the lifecycle is about to turn into a death cycle. Additional management changes, additional downsizings, and additional mergers fail to address the key issue: The company has lost the innovative capability, the focus, and the energy that originally made it successful. Subsequent downsizings lead to corporate anorexia: The organization becomes leaner and weaker.

Companies die from this process, either from being taken over by others or simply by going out of business. The first lifecycle becomes the last. The lifecycle becomes a death cycle.

This book is about breaking the stagnation or downturn of the first cycle and turning it into a second cycle. It helps you understand if you are actually in danger of being caught in the downward cycle. It suggests how you can create a new platform for a second cycle and how you can move the existing organization from the first into the second cycle.

Cycles are determined by the way people in general, and managers in particular, think. To understand why, you need to look upon the way people think.

Imagine you are driving your car on the way to an important meeting. You take an alternative route with very little traffic to play it safe. You have enough time, but not too much. Suddenly, there is a smell from something obviously burned or at least very hot. Within a split second, your brain builds what is called a mental model of the situation, building upon your experience from previous situations and your current situation. How far do you still have to go? How much time do you have? What happened last time you had a burned smell from your car? Where can you get a taxi?

Your mental model of the situation is built on very limited actual information: the smell of something burned. But you add all sorts of other information from past experience to provide you with the relevant framework to analyze the situation and to act. You have stopped thinking about what you will say at the upcoming meeting. Not even 10 percent of your mental energy is devoted to that any more. You have changed your mental model 100 percent, from thinking about today’s meeting to dealing with the smell issue. After a few minutes of driving, you stop the car. Very cautiously, you open the hood to find out how serious the trouble is. Will the motor catch fire?

After a little search, you realize that the smell comes from a few leaves that somehow have entered the motor at a hot spot. The leaves are almost burned and there seems nothing left to be concerned about.

Now your mental model immediately switches back to the situation before you discovered the smell: You now think of the meeting, the people you will talk to, and the contract you hope to land. A new mental model has entered once again based on very limited information, but drawing on vast reservoirs of knowledge from your brain. Again, this new mental model doesn’t share the attention of your mind 80 percent or so. One mental model at a time dominates your thinking 100 percent.

Mental models determine the way people think and act. They enable us to switch very quickly from one situation to the other. We don’t need to gather detailed information about the actual situation because the brain simply chooses a mental model, downloads it, and starts to use it.

Despite quick access, mental models have been built over long periods of time. The more times you have faced a specific type of situation, the more you have developed your relevant mental model.

Organizations have mental models, too, especially successful organizations. Organizations tend to remember their successes and failures. The more successes they experience, the more aspects and nuances they add to their mental model. They remember the development of a very successful product and how they surprised competition with a unique marketing concept. They remember how a group of engineers came up with a new technology that boosted performance of the company’s product, and they don’t forget the managers that came from another industry thinking they could change this industry without fully understanding it.

Organizational memory is the foundation for their mental model. It defines their success formula, such as “The H-P Way,” and it determines their reactions to problems and opportunities. It guides their thinking and defines their horizon. The more successful the organization is, the stronger its mental model becomes.

As an illustration, let us go back and take a look at how the mental model of my former company, Oticon, emerged in the 1970s and 1980s.1

How Oticon Became Deaf

In the 1960s, Oticon was a small local hearing aid manufacturer serving primarily local and regional markets with Denmark as its home base. Denmark, however, had a unique combination of three factors that were found nowhere else in the world:

• Research within the field of sound had reached a world-leading level at the Technical University of Denmark.

• Ear, nose, and throat (ENT) doctors at Danish hospitals were highly focused on better hearing care to their patients in addition to cost-effective care. This was unlike doctors in other countries, such as the United Kingdom, that focused almost entirely on cost reduction within hearing care. In other words, Denmark’s doctors went for greater value, whereas most others went for cost reduction.

• The Danish government was willing to publicly subsidize treatment for hearing loss at Danish hospitals—unlike any other country in the world at that time.

The three small Danish hearing aid manufacturers were quick to take advantage of this situation and competed fiercely to develop higher performing and more reliable products to serve the needs of the Danish hearing care service, whereas hundreds of manufacturers in the rest of the world were mainly focused on cost reduction.

Within two decades, the three Danish manufacturers—and Oticon in particular—had won positions on the list of the 10 largest manufacturers in the world, enjoying a combined market share of more than 30 percent of the world market.

Oticon was the most successful of the three, and company sales and profits skyrocketed. The company grew to more than 1,000 employees in about 10 countries. The four directors were seen as gurus, and salaries, pension schemes, offices, and company cars reached a level that was perceived as suitable for a world-leading business. The first cycle was at its steep growing stage.

It was in this period that Oticon’s mental model emerged. Oticon’s mental model perceived hearing aids as standard hardware products to be manufactured in large series in their highly automated plants. It looked upon users as patients with little choice, which was the reality those days. The choice of hearing aid was a professional one, made by audiologists and hearing aid dispensers, not by consumers. Oticon’s mental model rightly perceived acoustical performance as the key criterion for choosing one hearing aid over the other.

Oticon was the master that took the lead in moving hearing aids from the pocket to behind the ear—a great achievement, marketing-wise and technologically. The behind-the-ear mental model of the 1970s was indeed a winning formula for Oticon.

But customers wanted to move to the next stage: They wanted hearing aids to move into the ear and the ear canal, a distance of less than an inch. However, this move was difficult from two points of view: Space in the ear was much smaller than behind the ear and worse, the shape of ear canals differed tremendously from person to person. That required the behind-the-ear mass-produced product to become a customized one. The market moved from mass production to mass customization.

Oticon stuck to its mental model despite the apparent change in the marketplace. Oticon honestly thought that consumers were wrong. Consumers didn’t understand what was good for them. And professionals seemed to be so hungry for business that they accepted the demand for inferior in-the-ear products.

Oticon started to lose business. In Oticon’s mental model, there was only one logical response: to develop even more superior behind-the-ear products so that the acoustical quality difference would be so obvious that nobody would choose an in-the-ear hearing aid any more. Oticon started to refine and improve its outdated mental and business model. It defended its current mental model by prescribing more of the same. More of what it was good at: high performance, behind-the-ear hearing aids.

More and more salespeople were unhappy. They reported back reactions from dissatisfied audiologists that threatened to stop doing business with Oticon if Oticon did not enter the in-the-ear segment. They perceived Oticon to be arrogant. Oticon management fought back by ordering the salespeople not to waste their time talking like competitors. They should instead go out and sell the Oticon advantage to audiologists.

Oticon continued to defend and improve its irrelevant mental model for almost 10 years. And when the headwind became too strong, Oticon’s entrance into in-the-ear hearing aids was only half-hearted.

Even at the time when custom-built in-the-ear products had captured half of the world market, Oticon maintained that the market was wrong and the whole thing would blow over.

It didn’t.

Finally, Oticon’s response was to develop a mass-produced, standard, in-the-ear product that needed no customization—that is, a behind-the-ear product to be clicked directly on to the ear mold. Sound was fine, but it looked nothing but terrible and the market completely rejected it and bought the customized products instead.

Oticon lost market share, but continued to blame the competition and the customers. It was only when the company lost about half of its equity in one year (1987) that the board finally realized that something radical had to be done. The upward part of Oticon’s first lifecycle had lasted about 75 years. The downward part, or death cycle, had lasted almost 10 years. During the first eight or nine years of the death cycle, management still had the illusion that the company was on the upward trend. It had no idea that below the surface of success, Oticon was heading directly into bankruptcy and extinction.

The board of directors’ diagnosis was that the company needed a strong leader that could reduce costs and restore profitability. It prescribed more power and authority.

There is no question that Oticon needed power and authority, but the real issue was different: how to reinstall hearing into a deaf company. In other words, how to make a conservative company innovative and flexible, how to carry through a paradigm shift, and how to break the first cycle and build a platform for a possible second cycle.

Oticon was an extreme example. It should have been obvious to management that something was fundamentally wrong. But even in such an extreme case, Oticon management—then the dream team of the industry—did not realize that its mental model was becoming irrelevant.

[image: image]

Reflect for a moment. Could your organization be in the middle of exactly the same development without management having a clue? Hopefully, your organization has not progressed too far into the phases of decay so that you have time to take the necessary steps; and hopefully, this book can inspire you to find out where you are. Remember that it is not only managers of the hearing-aid businesses who lose their hearing; the mechanism is the same and the need to challenge your mental model is no less important for any industry.

Three Factors That Turn the Lifecycle Curve

Companies are caught by the cycle on their way up, not on the way down. It is when success is celebrated that the virus of arrogance enters the body. When a CEO speaks enthusiastically about “The Company Way” or “Our Recipe for Success,” he or she opens the company up for a virus that may be fatal five or 10 years later. That is the virus that turns the direction of the organizational lifecycle.

Three basic factors eventually turn the lifecycle curve for organizations into a death cycle: size, age, and success. Table 1-1 shows how the mechanism functions.

Table 1-1. How Organizations Get on the Downward Track

[image: image]
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Before we go into each of the driving forces, think for a moment about your own organization:

• Where do you think your organization is on its lifecycle curve?

• Have you ever heard management discuss this question?

• Are the employees as satisfied as management with the current state of affairs?

• Do customers feel that your organization is as service minded and flexible as management thinks it is?

If your answers to these questions indicate that your organization might need a wake-up call, you are not alone. My experience is that most organizations need it, in particular, those that have grown beyond 100 employees, those that are more than 10 years of age, and those that have been reasonably successful with what they do.

Size

As organizations grow, they tend to become more fragmented. They need more management levels, more specialized departments, more middle managers, more executives, more staff functions, more assistants and support functions, and larger corporate headquarters.

This fragmentation introduces filters between decision makers and where the action is. In small businesses, the owners and leaders know every single customer, small and large. They hear about every single complaint and they also meet satisfied customers that tell them what the customers like about the company. They know every single employee and probably their families. They are close to where the rubber meets the road.

In a larger business, there are departments that take care of every aspect of customer relations: marketing and sales, delivery, customer service, finance, and communication. And most top managers consider their primary role to be managing the whole company rather than interfering with any specific department. Customers become statistics or numbers. Satisfied customers show up as percentages in surveys. Dissatisfied customers are counted as quality costs. Customers’ ideas for product modifications or innovations may be picked up by salespeople, but rarely make their way out of the sales department.

All of this leads to a longer distance between the places of the “real business,” where the company meets the customer, and management. Information from the market does not reach management at all, or may only reach management in a refined form—for example, in statistics. In the filtering and refinement process, the essence of information is often lost. In particular, this is because those that do the filtering and processing tend to convey that part of the original information that they believe management wants to hear or see.

Age

As organizations grow older, they develop traditions. It is not only that they conduct the New Year’s reception exactly like last year, which is highly visible. But organizations also develop their specific ways of communicating internally, a culture of conflict handling or avoiding, and a tradition for dealing with new ideas that may be much less visible. Many such traditions are not even recognized as specific to the company—they are just the natural ways we do things around here.

Traditions may be very important, despite the fact that they are invisible. If there is a tradition for lack of communication between the sales department and research and development, one day products will tend to meet the engineers’ needs rather than the customers’ needs. Age gives tradition preference over innovation. And the older the company gets, the stronger the preference for tradition gets.

Success

Success is the most dangerous factor, however, because success inevitably leads to self-satisfaction. The more successful organizations become, the happier they are with the way they currently do things. “The H-P Way” or the “Siemens Spirit” reflects pride and happiness with the way things are. They are mental models that once were successful, but are not necessarily successful any more.

Only rarely do organizations know concretely the true source of their current success. Customer surveys may indicate that superb product design is a strong factor, but in reality, formulas of success are more often a combination of multiple factors that don’t show up in surveys. In particular, soft factors very rarely come up—for example, management style, fundamental company values and their interpretation, or a unique interplay within a group of key people. And long after that unique point has gone away, the organization continues to believe that it possesses the secret key to success. The organization continues to perceive that it is still on the upward part of the lifecycle curve, and it often takes a dramatic crisis to uncover the reality.

Such companies may well show growing sales and profits, but rarely through the dramatic organic growth that once created their success. Mature businesses often enjoy massive positive cash flow from their original (cash cow) core business. These cash flows tend to be spent outside of the core business with the result that the core business is milked to a degree that leaves too little for the ongoing renewal and regeneration of it. Therefore, growth in mature businesses often comes from mergers and acquisitions, and profit goes up because of savings, often following large layoffs. On the surface, companies may look to be successful and healthy even at times when their culture and capabilities are in decay. First generation management that had a passion for products and customers is substituted with a different type of manager that is more financially oriented. In the short term, this may result in higher growth and profits, but long-term sustained growth seldom comes from clever financial management. When finance enters the CEO’s office, passion goes out.

Success always builds on one or more unique advantages for the company: a uniquely valuable or cost-effective product, a unique relation to or control over distribution, or some other factor that creates a type of temporary monopoly.

The company that has enjoyed such a monopoly for some time may make several mistakes without those mistakes having serious consequences. The monopoly has a built-in inertia as long as it continues to be a monopoly. But when the monopoly is lost, which may happen quickly, the consequences of past mistakes add up to rapid decline, which at this point is very difficult to stop. The apparent upward part of the corporate lifecycle therefore usually takes much longer than the downward part, the death cycle.

Deafness

There are two main components in the ear that allow hearing:

	
The three bones that transmit sound from the tympanic membrane in the outer ear to the cochlea, which is the sensing organ in the inner ear.


	
The hair cells in the cochlea and the hearing center of the brain, which processes and interprets the sounds.



When the following happens, impairment occurs:

If the ear bones lose connection, the sound is not transmitted and the cochlea gets a poor signal. If hair cells break and the brain forgets its natural routine in interpreting what it hears, even a good signal is perceived as noise.

The organizational structure and the traditions are like the bones of the ear. If they don’t function properly, management gets a poor signal. Culture and misperceptions of the reasons for success are like the brain. If they don’t work properly, management misinterprets whatever signal it gets.

The process of being caught in the lifecycle is similar to the process of losing one’s hearing: For many years, the hearing may actually deteriorate without the person noticing it. And when she actually realizes that she doesn’t hear well any more, she most likely rejects the problem for a decade and blames others for not speaking clearly and loudly enough.

When people lose their hearing, an early stage reaction is to guess what was probably said and answer accordingly. Ask one question and answer another. And when the problem gets more serious, the hearing impaired will listen less and talk all the time.

Companies behave similarly. They think they know what the problem is and they act accordingly. Or they simply stop listening and do more of the things they know best.

Neither strategy works.

In addition, organizations seldom take responsibility for what happens. They tend to blame others for it: competition, currencies, customers, and globalization.

The resulting organizational deafness leads to a behavior that seems to be independent of industry and country:

• Organizations react more slowly to both problems and opportunities.

• Organizations tend to respond by doing more of the same rather than doing something different from what they are used to.

• Organizations maintain a self-perception of success long after success has gone away.

• Organizations reject ideas and solutions that were not invented within their organization’s walls. They consider competitors and customers inferior to themselves. They know better.

• Organizations and their top management develop an increasingly arrogant approach to criticism. Long after they have lost the battle, they continue to act as if they own the world.

• Whatever may be left of entrepreneurial management is substituted by “professional” or financially based management, which believes that key financial figures are its most important tool to run the business.

• Focus shifts from long-term value creation to short-term bottom line. Downsizing, mergers, and acquisitions become the dominating responses to demands for better financial performance.

• The company team spirit changes into a culture of internal competition and friction. Ever more detailed internal accounting systems are introduced to improve financial accountability.

In short, innovation often goes out as financial management moves in. Examples are numerous. Exceptions are few. Think of some from your part of the world and answer the questions in the Food for Thought section at the end of this chapter for each of them. You may also want to perform the more comprehensive self-assessment in Chapter 7, “The Toolbox.”

The First Cycle Becomes a Death Cycle

The first growth curve of a company may last from five to 50 years or sometimes even longer. Initial business model and product, marketing, or service concepts may be so unique that they last for generations with minor adjustments only. At least this was the situation 20 or 50 years ago.

At some point in time, the upward trend reverts. The question is not whether this turn occurs, but when it occurs. The downward trend is the second half of the first cycle—that is, the death cycle. It took Oticon about 10 years to lose everything the company had gained in the first 75 years of its lifetime. During this period of decay, both management and investors may well continue to perceive success: Downsizing improves short-term profits. Mergers or acquisitions may boost both top-line and bottom-line growth. Ambitious management goals may lift share prices and hit news headlines.

It is in this period of internal decay with increasingly short-term financially focused management that the company needs the second cycle the most. And it is probably also the time when the company most lacks the capability to create a second cycle.

This is not a new discovery, but it is a discovery that has become much more important. The reason is that change happens faster than before, and the nature of change is different: Companies don’t primarily lose ground just because they are slow to adapt to a new situation. They lose because they don’t realize that the new situation may be fundamentally new, thus requiring a fundamentally different approach instead of just a modified approach. They are so happy with their current mental model that they simply cannot imagine a radically different one.

Fundamentally, new situations occur more often than before because products and services contain much more knowledge than before—including new technologies and radically new materials. Moreover, buying habits move quickly—for example, from a specialized store to a hypermarket or from a physical store to the Internet.

Products as varied as eggs, cars, and banking services were once almost commodities. But now, you may buy eggs from different types of hens that have been fed and kept differently—for example, organically. Cars often come customized in every respect, and banks are no longer just banks.

Firms unable to anticipate or react very quickly to changing needs simply fall back. Hearing and reading the signs of the market has become ever more essential. Sticking to an outdated mental model can be fatal.

The choice is simple, but difficult to realize: You may either continue the first cycle downward or break it by fundamentally questioning its basis—that is, your mental model. If you dare do so, you have started to create the basis for your organization’s second cycle.



Food for Thought
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Think of the current mental model of your organization:

• How does the company look upon customers, suppliers, employees, competitors, and the local community?

• What was the situation in which these views were formed?

• Which fundamental changes have occurred since these views were formed?

Do you want to analyze your organization’s mental model further? Look at Chapter 7.

Here is a short checklist to help you determine whether your organization is about to get caught in the cycle:

• Does your organization anticipate or react to problems and opportunities as quickly today as it did when it was younger?

• When your organization faces a problem, does it consider responding in ways that are completely new to you?

• Are you aware of any competitor products, technologies, systems, or marketing concepts that are clearly superior to your organization’s?

• Does your organization’s current organic growth match the growth it had when it was younger?

• Will the CEO of your company think you are a great employee if you tell him or her that you honestly believe the company’s business model is outdated?

• Judging from what your company actually does, is it more important that the company create long-term value than meet the budget?

• Are you and your fellow employees more empowered to make decisions than you were 10 years ago?

If you answered “no” to two or more of these questions, you should consider performing the self-assessment discussed in Chapter 7. You might be surprised!





Chapter 2. The Second Cycle: A New Paradigm

The Downward Cycle

Many large, old, or successful organizations are already caught on the downward trend in their lifecycle. They may show nice financial figures due to downsizing or mergers and acquisitions, but behind the surface, they are slow-moving, they don’t respond quickly and creatively to customer needs, and they are so happy with what they do that they spend all their time to refine it rather than to question it. In fact, if anybody questions their mental model, they get upset and immediately start defending themselves.

Such organizations are bound to die if they continue their current cycle. In the long run, no organization can win only through financial engineering and acquisitions if the organization is unable to meet customer needs and constantly innovate in all corners of the business. They will not experience a second cycle.

This chapter and the following four chapters provide you with a direction to look if you want to redesign your organization to create a second cycle—that is, to enable and sustain innovation and growth. The starting point is the change from conventional mass production (for example, a metal parts factory) to knowledge work (for example, investment banking) in general and customization and innovation in particular. It argues that the conventional hierarchical and functional organization is long overdue as an adequate structure for organizations that perform knowledge work. It highlights four fundamental characteristics of organizations that are essential if they want to exchange an upcoming death cycle with a second or a third lifecycle.

The Line-Staff Organization Cannot Deliver Innovation

The line-staff organization emerged about 100 years ago and was perfected in the U.S. automobile industry in the 1920s. It is related to the bureaucracy in government and public institutions, which was described and refined by German sociologist Max Weber in the end of the nineteenth century.

The core of the line-staff organization is a logical division of labor between employees that are specialists in each function of the company—for example, manufacturing, sales, and accounting. Within each so-called line function, there is a hierarchy, and the company management team is comprised of the top managers of each function. However, certain departments, such as personnel, are not related to one specific line function. These departments are staff functions. The organization works through interplay between line and staff functions, and the necessary coordination between functions takes place through contacts between functional managers, often through meetings.

If the organization produces identical items in identical boxes, nobody will be surprised to see that it looks like a machine, which is what the line-staff organization is. Each department has a well-defined function, each manager and each employee knows what to do, and the whole thing runs at a constant speed. The conventional line-staff organization is ideal for a manufacturing job, where constant high-quality output at the minimum cost is the name of game, particularly if the organization works in a relatively stable environment (see Table 2-1).

Table 2-1. The Line-Staff Hierarchy Works Great for Manufacturing
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The strength of the functional and hierarchical organization is efficiency and stability. The more a job can be broken up in smaller parts, the more specialized each function becomes. Specialization also makes automization easier because each task is less complicated. However, the weakness is innovative capability.

You might call such organizations transaction based. Their purpose is efficient delivery of transactions at a still lower cost and sufficiently high quality. However, manufacturing, or transaction-based, organizations tend to play a still less important role in established so-called industrialized societies compared to all the more creative functions, such as research and development (R&D), marketing and sales, customer service, and business development. Conventional manufacturing, or transaction-based, functions have moved to lower wage countries, primarily in Eastern Europe, Asia, and Latin America.

If innovation and customization are what matter, don’t be surprised if the conventional machine organization (line-staff functional) just doesn’t work. In fact, the conventional company as a whole won’t be successful.

That’s because innovation and customization are totally different jobs compared to stable, cost-efficient mass production. Table 2-2 outlines the main differences.

Table 2-2. Delivering Innovation Is a Different Ballgame from Mass Production
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The organization that can deliver innovation and mass customization is not only slightly different from the conventional manufacturing business, it is a new paradigm. You may wonder why major corporations in all parts of the world have not yet realized that the conventional line-staff hierarchical organization just won’t do the job in the knowledge economy. You may also wonder why highly paid management teams and boards of directors have not yet realized that they put their organizations at great risk by sticking to well-known hierarchical structures instead of designing new networked ones that are oriented toward the future instead of the past.

You may think that this applies primarily to conventional manufacturing industry and less to public institutions and private not-for-profit organizations. I don’t believe so:
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Think of a large not-for-profit organization, perhaps a charity, a youth organization, or a church:

• Will members or donors continue to be treated just as a number in a file and not as an important individual?

• Do you believe that organization will continue to be successful if it continues to do “more of the same” rather than innovating itself?

• In the future, do you think the organization will be like it is today, with no surprises and no unexpected competition?

There are several reasons why organizations—business, public, and others—tend to stick to old habits. Simple conservatism is probably the main reason. Many conventional line-staff organizations seem to do well even in today’s rapidly changing environment. Don’t fix it if it ain’t broken! Another point is that the managers who rose to the top in the conventional organization probably will not be ideal for a different organizational setup. Rising to the top in a conventional organization takes muscle and power playing, whereas the open and transparent organization that I describe later in this chapter takes a different breed of leader. Few people will introduce an organizational model that makes them obsolete as managers. This is probably one of the most important reasons for the organizational conservatism that continues to prevail.

Organizational conservatism may also be because managers have not yet realized that the organizational setup is a key part of their mental model for doing business. The larger, the older, and the more successful the organization becomes, the more blinded it becomes in realizing that its current mental model may be outdated.

Most manufacturing organizations turn to lean manufacturing as the solution to an ever-increasing price pressure. Lean manufacturing is important, but for most businesses, it is not the essence. There will always be a cheaper place to produce. The essence is responsiveness, customization, and innovation. And the key to breaking the downward cycle is to design and run organizations that are highly efficient, responsive, and innovative.

That is not just a minor change. It is a new paradigm and indeed a new mental model for most conventional organizations.

Before we look upon that new mental model, consider some general observations on the shift from transaction-based to knowledge-based organizations.

Why Do Organizations Need to Become Knowledge Based?

One hundred years ago, when the conventional line-staff organization was designed, horses were still the most used means of transportation, telephones were for the few, education beyond seven years at school was rare, and almost all calculations were performed manually. Although many people felt that the world was changing rapidly, the pace of change was very slow in today’s perspective. Knowledge was growing, and important discoveries were made, but compared to today, things were stable. Customers had very little choice compared with today, and products lived for decades with minor or no modifications in design and manufacturing methods.

The conventional line-staff organization was a clever answer to the question of how to best organize firms one hundred years ago. When firms got larger, there was no need to change the fundamental organizational concept; more departments could easily be added within the context of the existing overall structure.

Today, 100 years later, there are at least four fundamental reasons for the knowledge-based organization to gradually substitute transaction-based organizations:

• The amount of available knowledge has grown and continues to grow rapidly.

• Good quality products and services are available in virtually all fields, which eventually leads to competition on price for everybody that is not unique. Real advantages come from providing innovative and radically different solutions—yet at a competitive price.

• Customers or citizens look upon products and services in a still more differentiated fashion: Price-performance ratios are no longer the only criterion for purchase; environmental, emotional, ethical, and esthetical aspects play a greater role.

• As more and more knowledge is built into new products and services, one-time costs (such as R&D and marketing) become more important than unit manufacturing and transportation costs. Industries consolidate, and major suppliers are forced to serve global markets.

This list does not mean that knowledge-based organizations should focus less on efficiency. Cost is still an important factor in staying competitive, but it is no longer the most important factor.
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Before digging into the underlying reasons for this change, I suggest you take a look at your own organization:

• What are the three most important types of knowledge that determine the success of your organization? Do they come from the same source or from different sources?

• Comparing your organization with its colleagues or competitors, what is the most important reason for customers or members to choose your organization ahead of the others?

• Look at the costs to actually manufacture your product or deliver your service (the cost per unit) and compare those with the fixed costs, such as research and development, marketing, IT, and administration, divided by the volume you produce or deliver. Which type of cost (fixed or unit) has grown the fastest?

The Knowledge Explosion

Almost every industry has statistics that document that more knowledge and new products have been created in the last decade than in all the centuries before. This knowledge explosion offers a wide range of opportunities to not only improve product performance, but to revolutionize it.

In the hearing aid business, for instance, the most advanced hearing aid in the world in 1988 had less than 100 electronic components, such as transistors, capacitors, and resistors. Seven years later, that figure had grown to about 230,000, and today, the computers that do the digital sound processing in hearing aids have millions of components (see Figure 2-1). More components doesn’t necessarily make better hearing aids, but when the computer power of the hearing aid is used to host expert systems such as neural networks, the difference may be dramatic. Particularly, if the system is able to detect, separate, and amplify speech over noise according to the wish of the user. Knowledge comprises both the software and hardware technology of the chip and the psycho-acoustic knowledge about the brain’s perception of speech and noise. Those competitors that did not have sufficient knowledge about both the technology and the use of it have already lost the game.

Figure 2-1. Hearing Aids Growth in Complexity

[image: image]

Often in industries, the most essential knowledge behind a breakthrough comes from outside the areas that were hitherto considered core competencies of the firm. CEO Niels Due Jensen of world leading water pump manufacturer Grundfos realized in the early 1990s that Grundfos was to get its lead through electronics that was completely foreign to the business. The potential for improvements in the hydraulic designs of the pumps has more of less been exhausted. After having exploited the potential of electronic controlled pumps, Grundfos now works with anthropologists to better understand the user interface of the pump and how errors may be avoided in the installation process. New knowledge domains and new approaches are constantly introduced into the product development process to foster continuous innovation.

When everybody can move production to low-cost countries, it becomes knowledge that determines whether a company wins at the marketplace or not—in particular, that part of knowledge invested in innovation and new product design. Product development and the research behind it is one of the components in the one-time costs of a business that continue to rise at the expense of unit costs.

One-Time Costs Dominate Unit Costs

The amount of knowledge put into new products and services has led to a steep increase in one-time costs for research and development and marketing as opposed to unit costs for manufacturing and distribution. Some industries have seen one-time costs go up by a factor of 5 or 10 over a decade, whereas manufacturing costs have remained stable or even dropped by 25 percent or more, in real terms (see Table 2-3).

Table 2-3. Most One-Time Costs Grow, While Most Unit Costs Decline
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As one-time costs become dominant, it becomes relatively more attractive to sell one’s product globally. After all, the high one-time costs have already been spent and the marginal cost of manufacturing and distributing extra units is small. This becomes fatal for small competitors that do not have the resources or the knowledge to develop still more advanced and more expensive new product generations sufficiently fast. Price becomes their only weapon, and in the end, they are bound to lose.

Globalization prevails.

Innovation Is the Essence

Why did IBM miss the PC game? Why did Sears miss the hyper-market opportunity? Why did Boeing miss the mid-range passenger aircraft business? Why did Germany miss the manufacturing revolution?

Each company or government offers its own explanation, but to me, it looks like there is one reason that is more important than all the others: lack of innovative capability.

IBM, Sears, Boeing, and Germany were obsessed with improving their current mental models. Management was directed by bonuses based on short-term financial performance. Although they celebrated their respective successes, Dell, Wal-Mart, Airbus, and Ireland saw new opportunities and went for them.

A small company called Unimerco, for example, is in one of the most boring businesses you can imagine: maintaining (sharpening) metal tools for manufacturers in the wood and metal sectors in Europe and the U.S. Twenty years ago, it was nothing to be proud of. It was just another local business-to-business (B2B) service business competing primarily on price in a market that had already shown signs of decline due to outsourcing of manufacturing to Asia and Latin America.

Unimerco could have chosen to move into other businesses, something more in touch with the times. But Unimerco’s CEO Kenneth Iversen chose a different path: Why not put together a package that we know no one else offers—a unique combination of product, service, and relationship that could enhance the overall productivity of customers’ manufacturing operations that would not be immediately outsourced to low-cost countries?

Built around its core expertise, Unimerco designed a package that would effectively allow manufacturing industries to outsource their tool management operations to Unimerco with significant gains in productivity as a result. Unimerco had the capability to change: Management and staff owned the majority of the company, and the majority of staff members were also shareholders. No tough arguments with unions about the change. No resistance. Just go for it.

Unimerco gained world leadership in its field within the next two decades. Its customer list now includes Airbus, Boeing, BMW, Ford, and General Motors. Recently, Unimerco has taken the step to not only help manufacturing businesses in European and the U.S. become more productive, it has established itself in China and plans to cover Eastern Europe and Latin American manufacturing operations within three years.

Innovation is the essence. No conventional hierarchical organization could achieve what Unimerco has done. At Unimerco, management, sales, and administrative staff have no offices. They sit in the very production environment, next to and in between machines. Communication is open and direct. Issues are raised and dealt with immediately. Networks have substituted hierarchy. The collaborative vision has become reality. Unimerco got out of the lifecycle trap.

It might seem as if industries, countries, and individual companies differ so much that there is no common pattern behind. But there is.

A New Paradigm: The Collaborative Organization

There are four basic, common aspects for organizations that can continuously adapt to changing environments and continuously apply knowledge in new ways to create innovations in products, processes, and services:

• They have a meaning, which goes beyond that of making a profit or being the industry leader.

• They involve a fundamental partnership between management and staff, and they do not look upon the two as opposites. The partnership also extends to suppliers, customers, and other partners outside of the organization.

• They are organized for collaboration—that is, less structured and more organic and chaotic than a conventional business.

• They are led by people who base their jobs on shared values rather than authority and power.

We need a term to describe that new paradigm organization. I suggest we call it a collaborative organization. The first time I created such an organization was in 1991 at troubled hearing aid manufacturer Oticon. At that time, we called it the spaghetti organization. Spaghetti sounds a little crazy at first, but the metaphor is quite precise: Think of a pot with well-boiled spaghetti, the long thin stuff, which the Italians call tagliarini or capelli di angelo. It looks like every part of this material is connected to everything else. There is no hierarchy. There are no barriers. It is one big system and a lot of small organisms at the same time. That’s what the organization of the future will be like.

The four key characteristics of the collaborative organization compared to the classical line-staff model are shown in Table 2-4.

Table 2-4. Line-Staff Versus Collaborative
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In the following chapters, you will explore each of these four aspects one by one. They will not guarantee you a successful second cycle, but they all add to the likelihood that your organization will be able to create one. They are not independent. For example, if your organization has implemented a collaborative organization without having established an overall meaning to all employees, the flexible organization will most likely not work in a coordinated manner. Likewise, if you have done all the rest but still treat your employees like opposites rather than associates, you will probably experience that the employees will misuse their newly granted freedom.

The four elements of the new paradigm all represent continuous action rather than a one-time effort. You cannot vaccinate your organization against the negative aspects of success, but you may be able to prevent them from taking over by making the four points a daily fitness program.

Although the elements of the fitness program make sense for almost any organization, the way the program should be implemented varies by industry, region, organization type, and size. One size doesn’t necessarily fit all. My experience indicates the following:

• Meaning is particularly important for organizations that employ people that need to think about what they are doing and why—that is, the opposite of the assembly line worker that might as well be substituted by a robot.

• Partnership is important for all organizations. Managing organizations through fear and power won’t work long term anywhere. The alternatives for employees, customers, and suppliers are just too many.

• Collaboration is essential for organizations that need to customize their offering, to differentiate themselves from competition, and to move fast.

• Leadership based on values instead of just figures is most needed for organizations in transition. In a stable environment, doing the same thing as last year, just a little bit better or faster, will be sufficient in many cases. But few environments are stable any more.



Food for Thought
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Think of your organization today in light of the transformation of business from “transaction-based” toward “knowledge-based”:

• Which parts of your organization are mostly transaction-based and which parts are mostly knowledge-based?

• Which parts have been growing or declining over the past 10 years?

• Is your organizational structure radically different or similar in the transaction-based and the knowledge-based parts of the business?

• When was your organization fundamentally designed? Has the amount and variety of knowledge that you apply changed since the organization was designed?

• Does the design of your organization more or less look like that of your main competitors?

• What is your organization’s meaning? How would you describe the relationship between management and staff? Do you see your suppliers as partners? Is your organizational structure rigid or organic? Do you lead through budgets or through values?
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Current mental model:
the teaching factory

Alternative mental model:
the learning environment

Students  Students are raw materials that neec to Students are essential resources in the
be taught n order 1o pass exams, learning process. They are in charge of

their own learning process.

Teachers Teachers teach specific subjects that Teachers are fesources, faciltators, and
they are experts n, Success is coaches, Suiccess is measured by the
measured through exam performance. development of students in a broad

perspective.

Parents  Parents send their chidren to school. Parents are essential partners in the
They demand performarnce, but they learning process. They are highly
often don' want to involve themselves.  motivated o involve themselves in

various ways

Role of the  The school is an institution that The school aims to be the best possible:

school teaches children knowiedge and skils.  learning environment for each child

the Success is measured through exam Success is measured by the develop-
product) ___performance. ment of students in a broad perspective

Physical Classrooms are the primary physical Learning takes place in a wide variety of

environment  environments for feaching. environments inside and outside the

school

Other Other primary schools are parallel Other primary schools may folow difer-

educational  insttutions that follow similar curricula.  ent paths because the learning process

institutions of each child is individual

Technology  Technology focuses on the classroom—  Technalogy focuses on fhe student, A

that i, the blackboard and other AV wide variety of technologies are used as
equipment needed, particularly IT

Organization  Organization based on classes, subjects,  The organizational unit i the individual

and 45-minute time sios.

student, Learning pace, method, and
content s individual.

Organizational Organizalional leaming takes place.
leamning. through formal channeis, such as staff
(continuous  meetings.

improvement)

Schools spend 10 percent of their
resources on continuous improvement
and innovation of learning methods.
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Responsibility

Management assumptions:

Oticon employees want to
be treated as independent
individuals who are willing
to take responsibilty when
the opportunity arises.

How we implement them:

We focus on agreeing goals
and frameworks, and trust
the employees to plan and
cany out tasks themselves.

We spend the least possible
time on control,

Wherever possible, it s the
employees who determine.
their tasks, working hours,
and workstation location.

Expectations:

Employees are wilng 1o assure
responsibity for planning and
implementing tasks themselves.

Employees behave responsibly
and are willng to make decisions
even at the risk of making mistakes.

We accept that mistakes can happen,
but expect staff to leam from them
and ensure that they are

not repeated.

Development

Management assumptions:

Oticon employees want to
develop within their jobs and
gain new experience within
the company. Exciting and
challenging tasks are more
important than formal status
and titles.

How we implement them:

We make it possible for
employees to assume several
tasks at the same time, if they
are interested and capable

of doing so

We want to avoid confining
employees within nartow
professional boundaries.

Expectations:

Employees take the initative fo
explore other areas of capabilty that
lie outside their own professional
area.

Employees accept an organization
that is without formal status and
titles, and forge their own careers
by developing their expertise.
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The Sensation
of MultiFocus.
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Independent

Interdependent

Perception of
business
relations|

Fundamentally, a buy-sel relationship
in which the two parties are opposites.
A winvlose game.

A partnership, which aims at adding
maximun value 1o both businesses.
A win-win game.

Information___Limited to the necessary minimum. __As open as possible
Criterion for imum purchase price, maximum  Long-term value creation for al parties
success sales price. involved.

Relationto Minimum interaction Extensive nteraction and co-operation on
local social and environmental issues.
community

Relation o Enemies that should be fought with  Competitors, but also potential partners for

competitors

all available means.

creating additional value to customers.
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Protecting the bottom line for
short-term financial performance

Protecting the hottom line for protecting
and creating long-term value

Downsizing (job cuts), closing of factories,
outsourcing to low-cost countries, divestment
of businesses that underperform.

Accepting a temporary drop in profis.
Voluntary reduction of salaries, reduction of
working hours o increase of hours with o
extra pay, insource to keep staff. Eliminate all

unnecessary costs.
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Key aspect Current mental model—that is, how the organization looks
upon itself today

Customers Oticon viewed the audiologists as s customers. Oticon perceived the aud-
ologists as professionals that had an aimost scientiic approach o their
work. Audiologists were assumed (0 be able to understand and appreciate
technological advances. Oticon assumed that audiologists measured suc
cessful hearing aid ftings by comparing actual ampliication with a caicu-
lated target based on state-of-the ar theary.

End users

Intermediates

Other aspects of the

selling process

Suppliers

Product

Critrion for success

Employees

Organization

Physical environment

Technology

Supply chain

Other aspects
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Opposites

Partners

Underlying  Staffis a production factor that  Staff s an essential part of the company,
value can be purchased at market price.  which s attached to the organization through
“The relation is primariy legal and 2 human and emotional relationship rather
buy-sell than just a legal one.
Role of Management analyzes, decides,  Management interacts with staff, involves staff
management organizes, implements, controls,  in all issues, sels overall direction and
and rewards. Rewards are linked  framework, establishes milestones, gains
10 quantitative goals. ‘commitment, monitors progress, and
celebrates achievements with staff.
Role of Employees do the work as ordered. ~ Staff members participate extensively in
employees  They work according to agreements planning and decision-making processes and
and rules, often collectively agreed. are involved in setting their own goals. They
Most work s well defined and interact freely and informally with others,
individual. Co-operation vith others _ inside and outside the organization
takes place mostly within formal
meetings.
Physical Management sits in offices that are - Management works physically among staff
workplace  separated from ordinary staff. and rarely has offices. Execuive assistants

Executive assistants serve
management to save time and
protect management from
unwanted visitors.

ensure that management is available for
dialog with staff members and others.

that has no ownership to the
organization.

Employees are a production factor

Employees are natural co-omers of the
organization and have a say at board level as
employee-elected board members or as

shareholders. Employees behave fike owners.

Termination
the organization can be laid off if
they are no longer necessary.

Employees that are not essential to

Staf members are rarely terminated. In case
of a drop in business volume, the company
strives to find solutions that allow staff to stay
a5 long s possible.
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Key aspect

Current mental model—
that is, how the organization
looks upon itself today

Origin of current mental model

Customers
Example:
Oticon

in the behind-
the-ear days

Audiologists are customers that
take care of patients.
Audiologists look for advanced
technology. Their approach

is scientifc.

Audiologiss drove product innovation
in the 19605 by demanding
acoustcal performance and refiabilty.
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BIC index Color __Interpretation

60-100  Green  The organizalion is most liely well prepared for the challenges ahead
However, there may be room for improverent on certain aspects.

40-60  Yelow  The organization most ikely has some weaknesses that should be addressed
o avoid the lifecycle trap.

0040  Red  The organization most ikely cannot meet the challenges that lie ahead. It
needs to reconsider its mental model and be prepared for fundamental
changes.
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Department

Tool

Application

Assessment

TSC (break the cycle) index

A rough assessment tool o help you find out

if your organization is infected by the lifecycle
disease.

MMM (mental model
mapper)

A guide to analyze current mental models and
develop alterative ones.

Establish the
foundation

VIP (value identification
process)

A process to help you identify the values of
your organization and turn them into reality.

CCCP (consensus creation
crash process)

A process to help you create a consensus in
your organization about values and their
implementation.

Running the show

KPM (knowledge-based
people management)

A'set of tools to ensure that you utiize staff
resources to the maximum extent.

IP (innovation powerhouse)

A'set of ideas to tum the workplace into an
innovation powerhouse.

Transformation

CPT (change process tools)

A'set of tools and ideas to move the organization
from conventional habils into innovative and
flexible behavior
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Management  Financial or Reaction tothe  Has made the Revolution needed
“professional” industry’s company lose its 1o refocus company
background as  financial problems “love for cars'—that  on shaping the
opposed to inthe 1990s, i, is leadership.  industry. Value
“car people.” when finance  Has prompleda  based leadership,

peoplewere  “reduction’ and  spaghet organiza-
broughtinto  “saving’” culture  tion, and partner-
rationalize and  contrary to an ship. We love cars.
downsize, innovative culture.

Marketing ~ Mainstream Onceenjoyed  Mainstream markets  Introduce new
marketing to more than 60 shrink in al brands aimed at
mainstream percent share of  product categories.  specific customer
customers. the U.S. market; Customers are groups, such as
Responseto /11 GM defined and  looking for solutions ~ young people.
has been massive lived from the  that match their  Sharpen brand
discount programs  mainstream  specific needs.  values to reflect
that have taken  market. revolution. Take
away profs lead on the

Internet.
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Aspect Current mental Validation Possible
model alternative
Customer  Customeris Alfred Sioan,  Still elevant, but  Anticipate customer
king—that is, asareactionto  insufficent in times  needs; get n front
customer surveys  Ford's of rapid innovation o customer; shape
determine product  manufacturing  in the marketplace.  the future.
strategy. focus.
Product What customers  Dates from Gradualy irrelevant  Cutting edge
curtently express  times with slow  as competiors products for
that they wan. changes in innovate more and  mainstream
Mainstrea rather ~ demand consumer demand  cuslomers. Mass
than niche focus.  and only ittle  becomes more  customization.
innovation from  fragmented. Shape the future
compelitors. industry.
Environment  Fuel efficiency only  Until recently,  Energyand CO,  Make
minorissue short energy and CO,  issues rapidly environmental
term. Longterm  issues have ol moving higher on  consciousness the
solution is been high on the  the agenda. hallmark of the
hydrogen-powered  U.S. consumer business
cars. agenda.

Workers

Workers are
production factors.
Unions are opposites.
that must be
tolerated.

19205 when
workers
performed routine
operations that
could easily be.
made by others.

No longer relevant.
Workers are highly
skilled and must
participate in
ongoing.
improvements.

Make the workforce
the key asset of the
business. Make
them partners and
associates instead
of a liability.
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Key Current mental  Origin Relevant Passible new
aspect model today? ‘mental model
Individual The individual The labor Individual The individual
member memberisan  markel stuation membersdo  memberis a
instrument for the 100 years ago. not accept to customer and a
collective good. be viewed colleague. The
It is more: primarily as union must
important to instruments for  constantly add
improve working the collctive  value to the indivd
conditions and pay good. They ual, and the:
for members in become. advantages of join-
general than members ing should be
itis to cater to because obvious—also for
individual needs. they feel they the highest qualified
can benefit employees. The
personaly. senvice package is

customized.
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Key Current mental  Origin Relevant Possitle new

aspect model today? mental model

Non- Nonmembers. Inafighting  No. The Non-unionized

unionized are enemies situation, the  rationale for eemployees are

employees because they union’s position fighting is viewed as
are free riders is seriously passing away customers that
that benefit weakened by  for more and have not yet bought
from the efforts of employees that more the product. They
the unions without are not businesses. are tempted to join
paying the bil, members. through sales and
They weaken marketing efforts.
the power
of the union.

Nonmembers  Unions existfor  Orginal,labor  Party. Labor  Nonmembers are
the benefitof their  umons were  unions are viewed as
membersonly.  financially weak.  wealthy in customers that have
Nonmembers are  They needed  many countries, ot yet bought the
irrelevant, and the  every dollar but obviously product. They are
unionssocal - theycould get.  wanttoavoid  tempted to join
responsibility is. free riding. through sales and
limited to helping However, new ‘marketing efforts.
members improve members are The social
their working. attracted by responsibility of the
conditions. offers they can't  union extends to all

resist—not parts of society,
by force. including

nonmenmbers.
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Key Current mental Origin Relevant Possible new
aspect __madel today? mental model
Other  Idealy al staff shouid  Thelabor  No. One unions o Other unions are
unons  belong foone single  markel 100 longer imporant o pariners. Diferent
union to gain maximum  years ago.  gain influence. Different ~ people may be

strength in the fight
against the employer.
Different labor unions
tend to tolerate each
other best if members
have significantly
different educational

backgrounds or
vocations.

unions for employees  served best by

wih different functions  diferent unions as
could inspire unions to  long as unions work
focus in particular o together toward a
their member's common goal. One size may

challenges and not fit all, and a
opportunities to variety of unions
contribute to wealth  with different
creation. Ina approaches may be
partnership model, morethe best solution for
than one union does  some companies

not create a problem.
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Key Current mental Origin Relevant Possible new
aspect model today? mental model
Role of The union Thelabor  No. Most Unions are
the labor protects members  market 100to members don't  instruments to
union against exploiation 150 years ago. view the maximize wealth
(the by employers. employer as creation in al types
product) They bargain an enemy. of organizations.
callectively They knowthat  They help develop
for members, theirjobonly  organizations that
and their success exists if it is are compeitive,
is measured by competiveina  innovative, fexible,
constantly improving glbal context.  and efficient. They
wiages and help ensure that
working conditions employees get a
for members. fair share o the
Bargaining is a wealth created,

zero-sum game.






OEBPS/html/graphics/9780132716376.jpg
WINNING THE WAR AGAINST
BUREAUCRACY

LARS KOLIND
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Key Current mental  Origin Relevant Passitle new
aspect model today? mental model
Employers Employers are The labor No. Some Employers strive
capalits that market 100 employers stil to maximize
look upon to 150 view staff as a wealth creation
workers purelyas  years ago. production factor  in the firm
production factors. only, but the together with
Employers use trend toward employees. They
any means to partnership are prepared to
maximize retum. isverystiong.  share the wealth
They hire created vith
and fie employees employees so that
according employees are
to short-term satisfied with the
need, and deal—that is, they
they pay only want to stay with
minimum amounts the company—and

per working hour.

they strive to
continuously
improve the
business.
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Mass production

Innovation and mass customization

Output Standardized, predictable. Customized, unpredictable.
Primary critg Low cost, high quality, High value, high quality, highly

for success on-time delivery. customized, on-time delivery.
Workforce Homogeneous, specialized, Diverse, multi-skilled, oriented toward

oriented primarily toward
detail,lowisk, narrow focus.

both whole and detail with a mix of
risk-takers and security-oriented staff.

Need for learning

Avoid mistakes and waste,

Understand customer needs, spot new

and constant refine and constantly improve  trends and technologies, combine

improvement processes. knowledge from different sources,
and learn from customer experience.

Investments Land, buidings, equipment, People, research and development,

software, stock, training of
employees.

IT systems, and training of employees
individually and as project groups.

Communication
key messages

‘Specifications, on-time
deliveries, price.

Success stories, corporate values,
and cultue.
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Industrial work

Knowledge work

Content

One task at a time.

Multiple tasks simultaneously.

Time

Work takes place within well-defined
working hours. Overtime is paid
according to collective agreement

Any time. Staff member is not paid
for time, but rather for the contri-
bution he makes to the company.

Allacation of people
o jobs.

Management decides on allocation
based upon employee skills and
company priorities.

Staff members decide according to
company priories and personal
preferences. Staff members establish
contract with project leader and seek
acceptance from guru (professional
coordinator)

Priority of tasks

Management decides.

Staff members decide after discus-
sion with project leader and others.

Organizational
context

Employee is an individual that works
for the company through employment
in a department.

“The staff member is part of
constantly changing teams that
perform a variety of tasks that lead
toward a common goal. The company
as such, nota specific department,is
the employer.

Appointment of Upper management decides. Staff members decide which leaders

leaders they want to work for, If @ project
leader cannot gather a team, she:
must find something else to do.

Workplace Stable over time. Constantly changing according to

current tasks.

Communication

Information is given on a
need-to-know basis.

Information and knowledge flows.
freely.
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What matters in a
manufacturing organization?

Why the line-staff functional
organization delivers that:

Constant, high-quality output

Clear functional responsibilty for purchasing, inspection,
planning, manufacturing, logistics
sales, and service.

Minimize training cost and
maximize routine

Well-defined and constant jobs within  function.
Formal procedures for ongoing monitoring of
individual performance.

Ongoing cost reduction

Centralized engineering function in charge of
ongoing rationalization effort. Ongoing monitoring

of time usage and individual performance-based payment
system. Specialized functions easier to automate and o
outsource.

Maintain control over staff

Hierarchical management structure in which the manager
has authority 1o organize work for each employee. Hire and
fire and pay according to productivity.

Maximum capacity utiization

“Two- or three-shift operation, seven days a week.
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Hierarchy

Collaboration

Frequency of
change

Stability over periods of time and
changes inbetween as required by
changing internal or external conditions.

Change is constant and takes place in
small steps every day.

Magnitude of
change

Predominantly large changes.

Predominantly small changes.

Decision and
involvement

Management decides when to change,
what to change, and how to change:
Employees are involved in execution of
change.

Staif decides most changes without the
involvement of leaders.

Information

Management maintains secrecy about
potential changes while preparation is
in progress. Information is given
immediately before the change is
executed.

Because change is constant, there is
complete openness about i.

Level of

uncertainty

n stable periods, there is litle uncer-
tainty. But as the need for change buids
up, there may be great uncertainty,
which occupies much mental energy of
both employees and management.

Constantly high, but not perceived as
an issue.

Learning

Formalized and initated by manage-
ment. Focused on few key areas in the
company.

Ongoing, informal, and widespread due
1o constantly changing teams and
openness.
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The OId Paradigm:
Line-Staff

The New Paradigm:
Collahorative

Meaning

Maximize financial return
to shareholders.

Contribute to a multtude of
relevant stakeholders.

Relation to staff and to
the outside world

Employees are opposites.

Buy-sell elationships
between external parties
such as suppliers and
customers.

Employees are partners in the
business.

Interdependent *win-win"
network relationships vith
external partes.

Organization

Highly organized and
departmentalized line-staff
organization.

Apparently disorganized
“spaghetti” structure based on
highly refined business processes.

Basis for management

Authority and pover.

A psychological contract based on
shared values and norms.
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Hierarchy Collaboration
Payscale  Negotiated through collective No pay scale.

bargaining.
Focus of the  Balance demands from staff against  Provide reviewer with comprehensive
bargaining  market conditions and company needs.  and balanced information about total
process Awin-lose battle. staff member contribution to the

company.

havior

Maximize positive impression o the.
superior.

Maximize positive contribution to the
company in broad sense.

Spread in

Low spread in general. Spread mostly
generated by management position,
senioriy, and formal education.

High spread, mostly generated by overall
contribution to the company and hard
work.

Upper management, employees with
higher education and other formal

Superb specialist, efficient project
leaders, and former office staff that have.

salary game  qualfications, and people who please  changed from assistant roles to.
their boss. own functions.

Likely. Hardworking, less visible specialists Former middle managers thal have had

losers in and assistants. diffcultes finding a productive function

salary game

in the less formal organization.
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Unit costs

Growing cost
elements

Develop and acquire knowledge,
‘combine knowiedge from different
sources, convert knowledge to products
and senvices, test and document value to
customers, and develop and implement
marketing and sales activites.

Quality assurance.

Declining cost
elements

Communication costs.

Manufacturing, logistics
(inbound and outbound).

Overall effect

Growing, probably doubled over the
fast fve years.

Declining.
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Industrial

Collaboration

Protect employees from being
disturbed by others.

Ensure maximum interaction between
staff members, in particular those with

crterion different backgrounds that work on joint
projects
Preferred Office environment for upper manage-  Completely open; however, not in large:
physical ment and high-level specialits. spaces. Different barriers, including
layout Cubcles for lower-level taff plants and trees, break open space.
Environment is homogeneous with Great variation in colors, decoration, art,
matching colors,light, and so on. fight, and sound environment. Many
smaller breakout rooms for temporary
individual or team use.
Typical time  Years. Hours or days.
spent at
location
Management  Located in separate offices in separate  Located in between ordinary staff,
section (the executive floor). frequently changing.
Barierto  Figh Low.

change
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Teambuilding process

Content

Profile team members.

Perform a personal assessment profile of each team member.
Perform personal interviews to verify profiles and to discuss.
strengths and weaknesses not directly reflected in profiles.

IGentiy strengths, weaknesses,
and potential conflcts in team,
and priorize

Cross-tabulate critcal personal assessment factors to identify lack
of diversity in team, potential conflcts due to opposite profiles on
Key factors, and olher sources of potential problems. Prioritze,
modify team if necessary, and coach team leader and individual
members as required.

Make team conscious about
its composition, strengths,
and weaknesses.

Discuss cross-tabulations with tear. llustrate consequence of the
team's composion by role-playing different siuations vith diffr-
ent members. Highlght advantage of diversity in team. Turn
insight into agreement of division-of-labor between team members
entify 3-, 6-, 9~ and 12-month milestones. Execute.

Followup and learning from
the process

Follow progress through milestone reviews. Analyze in light of
personal assessment profiles and team composition. Learn from
successes and failures in process.
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Management Content
development

process step

Establish a solid Profile manager, including 3600 assessment, and discuss profie in-
foundation depth with manager.

Recall business objectives and discuss personal goals.

\dentify individual
milestones

Identify milestones for both business and personal development on a
3-to 12-month basis. Make sure to always include both operational goals
and development (change) goals to stress the need for both continuous
improvement and change.

Integrate individual
and team

Carry through teambuilding process (as discussed earlier) for manage-
ment tearm to stress importance of diversiy. Share individual and collec-
tive milestones and commit. Execute.

Followup and learning

Follow up on milestones, discuss any problems in light of differences in
personal profiles and team composition, learn from process, and repeat
on an annual basis.
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Step in the Content

recruitment

process

Profe job Analyze job content, gosls, obstacles, partners, esources, and relaton 1o aver-
all strategy. Assess current holder of the job (if any) and learn from success or
failure,

Profile ideal Translate job profile into candidate profile—that is, personal factors, personal

applicant competencies, education and professional competencies, and experience
reaired.

Announce Internal/external, printed/web.

Screen applicants

Select a few key criteria and base inital screening on these. Evaluate appii-
cants with unusual backgrounds careful. Be prepared to deviate from the
ideal applicant profil if you have a unique candidate who may bring a com-

pletely different resource to the organization that you didn' originally think
about.

Profile short-ist
candidates.

Perform a personal assessment profile of all short-listed candidates. Perform
persanal interview to verify profile and spot strengths and weaknesses not
directly reflected in profile-

Select candidate
and establish
contract

Perform selection as a staged process in which the top candidtes meet more.
employees in several meetings. This gives the applicant an in-depth impression
of the organization and more employees can make a contribution to the final
selection. In the final negatiation phase, discuss openly fits and misfits between
the candidate’s profile and the ideal; how strengths can be used to the maxi-
mum extent and how misfts should be overcome by both parties

Fit candidate ino

Compare profile of new employee with profiles of future close associates and

organization discuss good fits and possible misfts with all involved.

Coach candidate  Focus coaching on potential misfits between associates, in particular, the

and manager relationship between the new employee and her manager. Most misfis can be
overcome if they are dealt with openly and candidly.

Followup and Follow up in general and in partcular on identifid misfits. Document

learning from Successes and faiures and relate 0 profiles and misfs.

process
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Individual
development
process

Content

Profile employee

Perform a personal assessment profile of the employee. Perform personal
interview to verify profile and to discuss strengths and weaknesses not
directly reflected in profile.

Review competencies
and goals, prioritize

Review employee education and work experience. Discuss also possible
relevant experience from outside work (for example, Scout leader experi-
ence). Review personal and professional goals from company and employ-
ee viewpoint. Identify gaps and opportunities and prioritze.

Training and
on-the-job
development

Identify opportunites for on-the-job development through job enlargement,
multipi jobs, working with particularly knowledgeable colleagues, o

rotation. Identify high-priorty formal training needs, if any. Link to personal
assessment profile. Identify 3-, 6-, 9~ and 12-month milestones. Execute.

Followup and learning
from process.

Follow progress through milestone reviews. Analyze in light of personal
assessment profile. Lean from successes and failures in process.
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HR pracess

Content

Recruiting

Profie job, profe ideal appiicant, announce, screen applicants, profe
shortlist candidates, select candidate, ft candidate inlo organization, coach
candidate and manager,follow up and lean from process.

Individual development

Profile employee, assess competencies and goals, prioritize, train and stimu-
late on-the-iob development, follow up and lean from process.

Teambuilding Profle team members; identify strengths, weaknesses, and potential con-
flcts n team; prioitize; rain and stimulate on-the-task development; follow
up and learn from process.

Management Profle manager including 360° view; identiy strengths, weaknesses, and

development potential development goals; prioritize; train and stimulate on-the-job devel-
opment; follow up and learn from process.

Organizational Profle organization; identify strengths, weaknesses, and potential

development development gaals; priorize; work with individual managers: repeat profile;

follow up and leam from process.
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Technology

The dominating educational method implies that about 25 students gather
in ane room with one teacher who explains subjects by use of a blackboard
with occasional support from audio visuals such as sound, video, comput-
s, and other technologies. Students are asked to solve problems individu
ally and in groups. Technology builds on the classroom as the primary
learning space.

Organization

The basic organizational unit is the class of about 25 students. The weekly
schedule is divided into one-hour time slots for different subjects. Each sub-
jectis taught by one teacher in the class, and subjects are occasionally
combined into projects or themes that involve more teachers. The class
‘comprises students of roughly the same age, but within each subject.

there are usually great differences between the levels of individual students
inaclass.

Organizational learning
(continuous
improvement)

‘The school holds regular staff meelings in which teachers are informed
about new developments and new rules and regulations. Teachers have an
opportuniy to suggest improvements to the school. Al relevant matters may
be brought up for discussion by any stalf member. Individual leachers may
apply for grants to allow them o attend relevant courses. Funds are,
however, very scarce for this purpose.






OEBPS/html/graphics/05fig01r.gif





OEBPS/html/graphics/05tab01.jpg
Hierarchy Collaboration

Your role Manager Leader

Job Management defines each Each staff member creates his own
specific job with clear tasks, portfolo o tasks according to company
autharity, superiors, colaborators,  priorties and personal interests and
and subordinates. Management  qualifications. Staff members are urged o
identifies and appoints the person  choose some tasks outside their formal
that fits the job as closely a5 quaifcations. Jobs change constanty.
possible. Training serves as a
‘means to compensate for minor
misfits between employee and
iob description

Structure The formal organization constitutes The company is run by an informal
one hierarchy, which is supported  organization, which comprises three
by staff functions at various mutually interacting structures: project,
organizationa levels. people, and profession

Nature of work  An individual effot with the Ateam effor 1o serve a combination of
primary purpose of making money  personal, company, and societa interests.
Tor yoursel.

Change The organization is stable over  The organization changes constantly, and
periods of time. When there isa  change is considered a normal part of daily
perceived need for change, ffe in the organization. Staff initiates most
management designs the new  changes, and many changes take place
organization sectetly and without management involvement
implements the change.

Rewards Employees are rewarded according Staff rewards are fully individual. They are
toa negotiated pay scaleand  determined according to an interactive
incentive system. There are clear process, which includes peer review. Rules
rules for working hours, overtime,  for working hours and 5o on are reduced
and benefits. toa minimum.

Workplace The workplace primariy provides  The workplace is an essential part of

physical protection from noise and
other disturbing factors.

organizational culture. I provides the best
possible physical framework for individual
and teamwork, and it stimulates
innovation.
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Current mental model—that is, how most primary schools look upon
the world

Students

Students g0 10 school because their parents send them in order that they
acquire knowledge and skils. Many students are not motivated to learn.
Students are raw materials of the school. They need o be taught a range of
Sublects in order fo pass standardized exams. Students are vastly different
due to social, genetic, and other factors.

Teachers

Teachers passess professional knowledge about one or more subjects,
which they must transfer to students within the framework of the class.
Teachers are responsible for organizing the teaching process within each
sublect. They choase methods and systems that they think will work best for
the class. The teacher's success is measured primarily through student per-
formance in standardized exams.

Parents

Parents send the students to school because they are obliged to do so and
because everyone else does so. Parents know that going 10 school is esser-
tial for their children to find a good job and make a living later in fe. Most
parents support the schoal, and they want their children to leam as much
as possible. Parents are not easy to involve actively in school activities
because of other commitments, such as jobs and family activites. Parents
expect the school to instil discipiine and good manners into the students

Role of the school
(the product)

The school teaches students knowledge and skils within a range of subjects
according to the curricula that have been set up by aulhorities. The schools
success is measured by how the students are rated in standardized exams
The primary customer is the school board (most often, the muricipaiity),
and the job of the school i to deliver according to standards within budget

Physical environment

Teaching takes place primarily in classrooms, some of which are equipped
for specific subjects such as art, science, or nature studies. Classes take
occasional excursions to visit relevant institutions and natural environmens.
Students spend a limited time of the day at school while most leisure activi-
ties and homework takes place outside of the school

Other educational
insttutions

The schiool maintains contact with other educational Institutions to achieve a
smooth and efficient transfer of students (0 the school and from the school
to other educational institutions. Government regulations specify what stu-
dents should know while entering and leaving the school.





OEBPS/html/graphics/05tab02.jpg
Manager

Leader

Primary function  Keep the company well organized  Keep the company disorganized and
and efficient, innovative—and stil efficient,
Job Analyze, plan, organize, inform,  Share information, set direction, establish
direct, follow up, and reward. consensus, stimulate action, orchestrate:
processes, reward, and balance long:
term and short-term goals.
Relation to Make ecisions, control progress,  Share information, collaborate, stimulate,
subordinates and evaluate performance; reward,  inspire, and serve staff members with the
Hire, and fire aim of crealing maximum value for the
organization and personal growth for the.
individual,
Relation to Serve the needs of the boss, Share information, collaborate, and
superiors execute orders, and provide challenge conventional wisdom.

information

Professional skills and relevant
experience, authorily,initative, and
decision-making skills.

Process skills, empathy, vision,
communication and coaching skils,
and integriy
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Cost item Annual cost

Salaries, including social costs, bonuses, and other benefits

Salaries of executive assistants and all other support staff, including all costs

Costs of computers, communication equipment, company cars, and the budget
for travel and executive education

The time spent on employees preparing reports and statistics, making plans and
budgets, analyzing and discussing deviations, and corrective actions times the.
average cost per employee

Total gross expense related to the management function

Total employee related cost for the department

Gross expense in percent of the total employee related cost for the depariment






OEBPS/html/graphics/07fig01.gif
LI

Extrovert | 1 vcovert
ovuitive | . FactOriented
Emotional | T Rational
INNER DRIVING FORCES

Freedom ! ! Tranauity
Robust L . Sensitve
Impulsive . | e
High ow|
o contdence ! L seifconfidence
INNER DRIVING FORCES

Expectation Experience
Approaching (I Avoidance:
Risk 1 . Securty
Tolity f Deual
Trust | i Reservations
~PERSONAL FOCUS AREAS

Decide . . Subordinate
Development . . Structure|

Outcome i Process Orented|

Oriented






OEBPS/html/graphics/07tab08.jpg
Management
assumption

Norms—that s, management behavior that reflects the chosen
assumption

Every employee in
this organization
fundamentally
wants (0 take
responsibilty if
invited to do so.

Discuss company mission, vision, and goals with employees 5o that they
may use their creativty to work smarter in that direction.

Do everything to provide the best possible framework for employees to do
an excelent job,

Spend as few resources on control as possible.

Let each employee decide as far as possible when, where, and how he
wants to o the work.

Every employee in
this organization
fundamentally wants
to avoid taking
responsibilty, even if
invited to do so.

Communicate concrete goals and fimelines o each employee 5o that she
knows what to o, how to do t, and when.

Make sure each employee knows exactly how you want the job done. Give.
detailed and specific instructions and document that you have done so.

Follow up in deail on the progress of the work and take corrective action if
the work does ot progress as planned.
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Management Norms—that s, management Employee obligations that reflect

assumption hehavior that reflects the values (management assumptions)
chosen assumption and norms

Every employee  Discuss company mission, Partcpate actvey in iscussions on

i this organization
fundamentally
wants to take
responsibilty if
invited to do so.

vision, and goals with employees.
S0 that they may use their creativty
to work smarter in that direction.

Do everything we can 10 provide the
best possible framework for
employees to do an excellent job,

Spend as few resources on control
as possible.

Let each employee decide as far
as possible when, where, and how.
he wants 1o do the work

company mission and such and take
initatives by proposing new ways to
get there

Make every effort o do an
excellent job,

Live up to responsible behavior and
do not misuse the confidence that
the company shows in you

Work efficiently, work hard, be
flexible, and be responsible when
you plan your work.
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Key aspect

Current mental
model—that i, how
the organization looks
upon itself today

Origin of current
mental model

Is the situation at origin
still vlid?

Customers

Example:
Oticon in the
behind-the-
days

Audilogiss are
customers tha take
care of patients
Audiologists look for
advanced technoiogy
Their approach is
scientifc

Audiologists drove
product innovation

in the 1960 by
demanding acoustical
performance and
reliabilty.

Twenty years later, end users
o longer saw themselves as
patients. They became
consumers, and they started to
play a much more important
role in the choice of hearing aid.
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Key aspect  Current mental Origin of Is the Possible new
model—that is, how  current mental ~situation at ‘mental models
the organization model origin still
looks upon valid?
itself today

Customers  Audiologists are Audiologists Twenty years  Join forces with
customers that take  drove product  later, end users  audiologists to

Example:  care of patients. innovationin o longer saw  achieve maximum

Oticonin  Audiologists look for ~ the 1960sby  themselvesas end user delight.

the behind-  advanced technology.  demanding patients. They  Focus on the

the-ear Their approach is acoustical became entire customer
days scientific. performance  consumers, and  experience and
and theystarted to fine-tune each
reliabilty. play a much step to add value
more important  and form
ole in the pleasant user
choice of experience.
hearing aid. Balance cosmetics
and acoustical

performance.






OEBPS/html/graphics/01tab01.jpg
Success: Leads to With the But the organization ...Which in
more: consequence  continues to blame  the end leads
that: others: to decline and:
Successful growth  Management  Management  Competition that has  Less action.
over time involves  layers. loses fouch  become much more.
three basic factors: with customers  intense this year. Slower action.
Departments.  and grassroots.
mSize. Formalized Information gets Customers that have  More of the same
. Age. procedures. delayed and  changed preferences ~ action—that s,
m Success filtered. tomuch cheaper  less innovation.
Long-range products.
planning,
Budgeting Arrogance The rise or fall of the.
prevents US. dollar.
Reports. management
from taking  The emergence of
Meetings. challenges  low-cost suppliers
seriously. from Asia.
Coordination.
Unions that demand
Suboptimization. higher wages and
expensive health
schemes.
Traditons.
“Our way"
mentality.

Internal friction.

Intrigue.
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Phase Step Action
Management Discuss and Management team discusses and agrees upon values,
team preparation  achieve pre- norms, and obligations. Write down the conclusion in a
liminary format similar to the Oticon example. Be specific and as.
conclusion. brief as possible. Allow for several discussion rounds.
Preparation Prepare staff for  Prepare and distribute the written statement that describes
dialog shopand  the values and their consequences. Invite everyone to read
invite. and raise issues at the upcoming dialog shop. Ask staff to
be critical and look for a) inconsistency and b) examples.
where the values do not conform to reality.
Dialog shop Introduce Assemble all participants and explain the process briefly.
dialog shop. Highlight the need to find inconsistencies and examples of

statements that do not conform to today’s realily.

Divide partcipants into groups of 10 to 25 persons so that
‘each member of the management team can be alocated
toa group.

Invite each group to spend the first 15 minutes to prepare
questions to management. Urge groups 10 be concrete and
direct and to ask questions in a way that requires the man-
ager to be specific

Prepare groups for the following dialogs in which they will
have different managers. What about asking the same
questions to different managers and looking for inconsis-
tent answers?

Prepare first
dialog
(15 minutes)

Each group prepares questions for the manager without
knowing which manager it will get. If there is a climate of
fear, groups may elect one person to sk all questions on
behalf of the group. Normally, participants just ask the.
questions themselves.





OEBPS/html/graphics/07tab03b.jpg
Flexible job design and
teamwork

Jobs tend to develop with
the person that has the job.
Individuals perceive only
few limitations in
performing their jobs.

Jobs are well-defined and
relatively constant over time.
Each individual employee is
supposed to do the job and
not too much more.

Informal and direct
communication

Communication is informal
and direct—that is, not
limited by departmental
barriers o organizational
levels.

Communication is more
formal and the company
encourages the use of the:
correct line of command—
that is, most coordination
between departments is
handled by management.

Creative and flexible.
workplace

The workplace is open,
flexible, and stimulating,

The workplace is structured
and reflects the organization-
al structures of the

organization
Value-based  Leadership Managers interact with staff  Management s less visible
leadership and focus on setting goals  and focuses on making the
and overall direction rather  right decisions and making
than managing detais. sure they are implemented
correctly.

Value-orientation Managers are guided bya  Managers define tasks for
set of values and individual employees and
fundamentally trust follow up on them to ensure
employees as partners.  that the work is done.

properly
BICindex  Overallassessment  The organization is flexible,  The organization is rgid,

responsive, networked, and
innovative.

maybe arrogant, rather self-
contained, and often
traditional,
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BIC BIC High Low
criterion dimension score score
Meaning Customer focus Customers have highest  Internal matters win over
prioriy and the organization  customer needs or the
is responsive to cuslomer  organization seems 1o rely
needs. more upon ts own ideas
than actual customer needs.
Stakeholder Needs of customers, Shortterm proft and focus
orientation employees, and other is more important than bal-
Stakeholders are balanced ancing the needs of different
against pure shareholder  shareholders.
returns.
Partnership  Intemal partnership  Management and Management and employees
orientation employees consider consider themselves two
themselves to be inthe  different groups that do ot
same boat. always have the same goals.
Networking  External partnership  The organization maintains  Suppliers and customers are
orientation longiterm relationships with treated at an arms-length
suppliers and customers,  basis to maintain the
most likely plying a strongest possible bargaining
win-vin game. position.
Collaborative  Nonrigid ntemal  The organization adaps ts  The hierarchy is important
oganization  structure structures o actual and the organization works

challenges and involves.
employees in decision.
making if they have relevant
Kknowledge.

within the framework of a
rigid organizational structure,
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Organizational learning takes place At the time, 50 to 60 years ago, when the current model for

through formal channels, such as
staff meeings.

schools became dominant, there was oy fimited and retatvely
slow change in performance requirements and the environment
of the school. Focus was on cost-efficient delivery (production)
according to standards. Organizational learning was not seen as
an issue.
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Current mental model

The current mental model originated from factories as they
were 50 years ago...

Students are raw materials that
need to be taught In order fo
pass exams.

“This was the dominating thinking of the industrial age. Teaching
was the process that transformed children into adolescents that
were prepared for further education o training. Parents sent
them there for a variety of reasans, bu it was seldom the choica
of the child o attend school, The end goal was passing the
exam with good grades.

Teachers teach specific subjects
that they are experts in. Success
is measured through exam
performance.

The teacher vas seen as a specialist to make teaching each
subject as efficient as possible. Specialization was also
necessary to assure the right professional level, This coincided
wilh Frederick Taylor's thinking on industrial organization, He:
broke manufacturing work into smaller pieces that could be
performed efficiently al good qualiy

Exams equaled qualty inspections of final products from
the factory.

Parents send ther children to
school. They demand
performance, but they often
don't want {o involve themselves,

Whereas chidren are the raw materia, parents are like
customers. They want he product at the lowest possible cost
and they expect the school 1o do the ob fust ke they expect all
ofher suppiiers to deliver Parents consider the primary school to
be an insttution that they pay for directly and through taxes.

Role of the school: An institution
that teaches chidren knowledge
and skil. Success to be measured
through exam performance.

The school was seen as a factory. Il was set up 1o teach
students knowledge and skills, Quallty standards were defined
though national curricula and quality conlrol was performedt
through exams. Factory management (the school board) of
course required the school ta deliver maximum output within
budget.
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Physical environment for teaching
is dominated by classrooms.

“The schoal “factory” fequired production to be as cost-efficient
as possible, which led 10 the class as the basic organizational
unit. Classrooms needed to be efficient to allow students to hear
and see the teacher—thus, the conventional classroom design.
Classrooms should be isolated from the environment to allow
the teaching to take place without interruptions. Moving teach-
ing 1o other locations (for example, nature) required time and
funds for transportation. Conventional industrial thinking mini-
mized the need for transportation and maintained maximum
control over the production environment

Other educational Institutions are:
parallel enterprises that folow
similar curricula

The school needed o ensure partabilty so that their customers
(parents) could safely move from ane place 1o the other without
children being lef back. Saciety wanted schools {0 produce a
standard product (graduates) 5o that downsiream educational
institutions knew exactly which minimum qualfications their
students would have upon rrival. There was litle use for coop-
eration between schools because they basicallydid the same
thing in the same standardized way.

Technology focuses on the
classroom—that s, the blackboard
and other AV equipment.

“The blackboard and, later, other types of AV equipment were
the most efficient tools available about 50 o 60 years ago when
the current school design emerged. Computers and the Internet
were not available. Teacher resources needed to be utiized

as effciently as possible, which led o the combination of the
teacher explaining the subject, and the student doing.
homework.

Organization based on classes,
sublects, and 45-minute time siots.

The class is designed s a framework for mass teaching. About
25 students are enough to uliize teacher time efficiently and
still a sufficiently small number to allow the teacher to get into
dialog with the class and with some individual student in every
teaching session. Classes are like batches in @ manufacturing
operation, The class has also been viewed as a social construc-
tion that forces children from different backgrounds to attend
school together. The argument has been that forcing children to
be part of a class that they do not choose teaches them to work
together with all sorts of people.
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Digestion 3-6
(15 minutes each)

15-minute breaks 1o digest answers and prepare additional
questions. Groups tend to understand and accept repeat-
ed answers (assuming they make sense). Managers get
more and more relaxed because they have now clarified a
number of issues that they had not discussed sufficiently
during the preparation phase.

Conclusion in
plenary

Plenary session to highlight issues that need further atten-
tion. The head of the organization invites groups to bring
forward any issues that they did not feel was answered to
their satisfaction, typically because of inconsistencies.
Normaly, relatively few issues are brought up because
8roups have gotten multiple explanations from different
managers that have become more and more consistent

Followup

Revised paper

Management to address each issue that has been brought
up. Management needs to take immediate action and
inform about decisions and their implementation. Staff to
be urged to bring up inconsistencies and other issues on
an ongoing basis, first o the relevant manager and then to
the head of the organization if the matter is not resolved.
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Dialog 1
(45 minutes)

Q&A session 1 with manager 1 (45 minutes). Group mem-
bers take notes and write down ideas for additional ques-
tions in the later dialogs. Managers most likely come under
severe pressure because many issues have not been sufi-
ciently clarified in the preparatory phase.

Digestion 1
(15 minutes)

15-minute break to digest answers and prepare additional
questions in each group. At the same time, management
team compares notes and pregares for otation into
groups. During this period, members of the management
team may seek advice on answers {0 specific questions
from olher members of the management tear. Members
will iso prepare the “next” person for difficult questions
that may be expected in the next group.

Dialog 2
(45 minutes)

QA session 2 with manager 2 (45 minutes). Managers
continue 0 be under pressure because groups wil sharp-
en questions, Managers are concerned iftheir answers
might be inconsistent with whal the previous manager Said
1o the group. The good news is that the manager has tried
it once before; he knows most of what o expect.

Digestion 2
(15 minutes)

15-minute break to digest answers and prepare additional
questions. Groups have most fikely identified weak points
and will focus further at these point. Managemen team
compares notes in separate room and prepares for next
fotation. At his point, managers start 10 regain control.
Answers o more and more questions becorme “standard,
and managers become better prepared for the following.
groups.

Dialogs 36
(45 minutes each)

Q& sessions 3, 4, 5, and 6 followed by breaks and ongo-
ing rotation of management team. During these sessions,
groups continue to dig deeper into key issues while man-
‘agement gradually improves performance by giving more.
and more consistent and clear answers to the critical
questions. Groups get repeated explanations and gradually
tend to understand and accept management's arguments
(if they make sense).
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Definition

Example: Mobile telephony

Meaning What makes the product attractive __Connecting people
Solution What makes the product work The network
Product What makes the product real Mobile phone

Technology

What makes the product possible

Chips, software, battery, antenna
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Power-Based Management Value-Based Leadership
Howvalues  Values are defined by management  Values are defined through a dialog
emerge ‘and may be explicit or implict. between management and staff,
and they are explict
How values  Values are contained in broad Values get known through the definition
are mission statements. Implict values  process and through management's
communicated  become known through actual ongoing communication about the thinking

management behavior.

behind concrete actions.

How values are
implemented

By management through corporate
communication and concrete action.

By management through a consensus
building process with staff. Staff is urged to
constantly monitor management behavior
in order 1o spot examples of value and
behavior inconsistence.

What's
for staff?

Staff knows what is important or
acceptable in the organization,

Staff knows tha there is consistency
between management behavior and official
values. However, there s a psychological
contract, which obliges staff to meet the:
organization's expectations.
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Organizational Content

development

process step

Establish a solid Profie the organization by assessing where it stands on meaning,

foundation partnership, networking, spaghett organization, and value-based leader-
ship. You may need a more comprehensive survey than the BTC index
that | have developed.

\dentify strengths and  The survey must allow you to distinguish befween “grass root staff”

problem areas assessments and opinions of specialsts or middle managers because
these may differ significantly.Identify the points you need to address most
urgently.

Decide upon Decide upon actions to improve—for example, decision-making speed,

improvements commurication, cross-functional teamwork, or whatever is most urgent.

Set milestones and execute.

Followup and learning

Follow up on milestones. Learn from process and repeat on an annual
basis
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The innovation
powerhouse

Content

Maximize interplay

Productive noise; mobile workplaces; meeting places in the open;
meeting rooms without tables and chairs; sofas; beds; coffee bars;
andsoon.

Challenge conventional
thinking

Unconventional furniture, art, 3D design, colors, old and new, classic
and moden.

Address all senses

Light, smell, sound, texture. Constant changing environment

Live the story

Visualize symbols, put the customer in the spotiight, and be unique. Go
o the extremes. Tellthe story.

Link to the market

Video wall, customer events, and vistors.

Live your values.

Make it healthy, be environmentaly friendly, no smoking, low sound
level, good light, and no dust.






