From the Founding Editor

Dear Reader,

I want to introduce Reflections: The SoL Journal and tell you what our basic
purpose is and how we propose to go about fulfilling it. What makes the Soci-
ety for Organizational Learning (SoL) as an organization unique is the effort on
the part of researchers, consultants, and practitioners (active managers) to
build bridges to one another’s domains so that knowledge and skill that is de-
veloped in one domain can be disseminated and used in the other domains. We
start with the assumption that each of these communities has important in-
sights into how organizations can be improved and how our global environ-
ment can be better sustained, but we are highly aware of how difficult it is to
communicate across the cultural boundaries that grow up in each of these com-
munities. It is my hope that Reflections: The SoL Journal can contribute in a
meaningful way to the creation of a genuine dialogue that will stimulate the
creation, dissemination, and utilization of knowledge and skill in all of these
communities.

To achieve these goals, we will create a journal that is somewhat different
in that it will try to draw material from each community and try to speak
meaningfully to each community. We will solicit a broad range of research pieces, case
histories, essays, interviews, learning histories, and classic articles that illuminate indi-
vidual, group, and organizational learning. To supplement original pieces, we will rely
to a considerable degree on reprinting articles that either have not been seen by our com-
munity or that warrant another look. We will also count on communications from you
in the form of letters, short articles or think pieces, comments, elaborations, or anything
else that you believe will communicate your point of view.

The selection of our editorial board reflects our goal of broadening the knowledge
base on which we want to draw and, as you will see, our selection of pieces for the jour-
nal reflects this same effort to expand. The effort to broaden should not, however, en-
courage a loss of focus on what SoL represents. To this end, I want to make available to
our readers some of the thoughts of our society’s first Managing Director Goran Carstedt.
The publication program will attempt to speak to the purposes and principles Goran ar-
ticulates in the next piece and, especially, to work to build knowledge across the bound-
aries of research, capacity building, and practice.

We have a terrific team working on the production end of this enterprise: Karen Ayas
will be the managing editor, Judy Rodgers has managed to convince MIT Press to pub-
lish the journal, and Stephen Buckley has done a heroic job of managing all of the day-
to-day affairs at SoL. In addition, Paula Cronin has done some of the key editing. Otto
Scharmer has lent support at all stages. And special thanks should go to Jean LeGwin
for the design. This team will continue to work to make Reflections the best it can be.

Our goal is to be innovative. None of us wants one more journal in a world in which
we already are inundated with written material of all sorts, so we will attempt to evolve
a method of publication that will make readers want to read. However, we cannot suc-
ceed without your input and feedback. As we embark on this publication venture to-
gether, let us know what you think, send in contributions, and involve yourself in any

way that makes sense to you. /

Edgar H. Schein
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About SolL

The several thoughts that follow are based on Goran Carstedt’s presentation to the Society
for Organizational Learning members at the annual meeting on June 23, 1998.

Who We Are

SoL is a global learning community dedicated to building knowledge about fundamental
institutional change.

Why We Are

To help build organizations worthy of people’s fullest commitment.

Goran Carstedt

For Whom We Are

For any institution and individual that is committed to SoL’s purpose and principles.

How We Make It Happen

By discovering, integrating, and implementing theories and practices for the
interdependent development of people and their institutions, through integrating:

e Research
¢ (Capacity building
e Practice

How We Organize

¢ A nonprofit, membership society
¢ Self-organizing, self-governing organization
e Fractals (chapters) connected through SoL International

Our Guiding Principles

e Drive to learn: All human beings are born with an innate, lifelong desire and ability
to learn, which should be enhanced by all organizations.

e Learning is social: People learn best from and with one another, and participation
in learning communities is vital to their effectiveness, well-being, and happiness in
any work setting.

e Learning communities: The capacities and accomplishments of organizations are
inseparable from, and dependent on, the capacities of the learning communities that
they foster.

e Aligning with nature: It is essential that organizations evolve to be in greater
harmony with human nature and with the natural world.

e (Core learning capabilities: Organizations must develop individual and collective
capabilities to understand complex, interdependent issues; engage in reflective,
generative conversation; and nurture personal and shared aspirations.

* (Cross-organizational collaboration: Learning communities that connect multiple
organizations can significantly enhance the capacity for profound individual and
organizational change.
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EDITORIAL

In This Issue

Edgar H. Schein and Karen Ayas

A s part of our editorial duties, we will briefly introduce the issue to our readers. Even-
tually we intend to use the left-hand column next to the various offerings to share
our reflections and to indicate what should be especially relevant for practitioners, con-
sultants, and researchers.

In each issue, we will offer you a selection of classics and a diverse array of features
that deepen and broaden our perspectives. In addition, we invite you to meet remark-
able people in the field.

Classics

A sense of history is a great help to understanding the present, so we begin with a his-
torical classic. Kurt Lewin’s seminal research on autocratic and democratic authority sys-
tems opens the issue, with a brief commentary from Edgar Schein.

We follow with the Russell Ackoff classic on the nature of knowledge and systems and
introduce there our concept of having commentaries serve as a vehicle for transmitting
knowledge across the constituencies. An experienced consultant, William Altier, and a
senior manager from General Motors, Vincent Barabba, kindly supplied those comments.

The article “Metanoic Organizations” from Kiefer and Senge rounds out the classics
section. It is particularly interesting, fun, and educational to see how far back some of
the ideas behind SoL actually go, to witness the authors’ reflections as they look back,
and to read the comments from Lotte Bailyn on “the young Peter Senge.” You should at
least skim these three classics.

Features

Under features, we offer a variety of fare for a variety of readers. This section begins with
a testimonial. David Berdish describes how the use of learning tools made a major differ-
ence in his organization. Nick Zeniuk brings to the story the perspective of a consultant
and former manager. Karl Weick introduces the researcher’s perspective in an incisive,
deep, and thoughtful commentary. It is the interplay of description of experience with a
conceptual analysis that should attract the reader most. This is clinical research and con-
cept building with Ackoffian wisdom at its best.

We follow with the Schein article on Lewin’s contributions, with comments from
Karen Ayas, Michele Hunt (a consultant) and Tim Savino (a manager). This article is
most relevant to practitioners, as it describes in detail how a change course can be
taught. At the same time, it argues for taking culture and the creation of helping rela-
tionships more seriously. Otto Scharmer reflects on this further.

We sharpen our focus on the human side of organizations with Arie de Geus’s es-
say, which offers a new lens through which to view businesses and tools for thinking
about strategy.

We go both broader and deeper as we continue to explore the interdependency be-
tween business and biology with Humberto Maturana’s ideas and their elaboration by
Pille Bunnel. This essay and the commentary by David Meador (a manager) and Dennis
Sandow (a researcher) must be read reflectively.

We close this section with Stella Humphries’s analysis of how language evolves in
different occupational communities and how it begins to constrain and bias our think-
ing. As Schein’s comment on this article indicates, this is one of the most important ar-
ticles in the issue because it highlights the problems we will encounter in our own efforts
to communicate across our various subcultures.
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People

We plan to give voice to people in as many ways as possible—through interviews, letters,
comments, poems, pictures, reports, and anything else we can think of that will put a
human face on the community. As a start, we present an interview with one of the great
early explorers in the field of organizational learning, Donald Michael, as conducted by
Otto Scharmer. Don’s message is complex and realistic, which is what makes it power-
ful. But be forewarned; it is not an easy message to digest.

Looking Ahead

This issue is our first effort to explore new terrain. We welcome reactions and comments.

In the next issue, we want to create a special section for ongoing conversations. Our
aim is to engage all our readers in the weaving of knowing, reflecting, and acting. This,
after all, is what learning is about. Reflections is a forum for cultivating conversations
among researchers, consultants, and practicing managers. We invite you to be a partici-
pant in conversations of co-inspiration and collaboration.

To keep the people section lively, we will need to hear your voice. We also welcome
for our News & Views section book announcements, reviews, recommendations, and
notices that inform the community.

Send all mail electronically to pubs@sol-ne.org or to Editor, Reflections: The SoL
Journal, 222 Third Street, Suite 2323, Cambridge, MA 02142. Thank you.
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Experiments in Social Space
(1939)

Kurt Lewin

I am persuaded that it is possible to undertake experiments in sociology which
have as much right to be called scientific experiments as those in physics and
chemistry. I am persuaded that there exists a social space which has all the
essential properties of a real empirical space and deserves as much attention
by students of geometry and mathematics as the physical space, although it is
not a physical one. The perception of social space and the experimental and
conceptual investigation of the dynamics and laws of the processes in social
space are of fundamental theoretical and practical importance.

Being officially a psychologist I should perhaps apologize to the sociolo-
gists for crossing the boundaries of my field. My justification for doing so is
that necessity forces the move, and for this the sociologists themselves are
partially to blame. For they have stressed that the view which holds a human
being to be a biological, physiological entity is utterly wrong. They have fought
against the belief that only physical or biological facts are real, and that social
facts are merely an abstraction. Some of the sociologists have said that only Kurt Lewin
the social group has reality and that the individual person is nothing more
than an abstraction—a being who properly should be described as a cross sec- Commentary
tion of the groups to which he belongs. by Edgar H. Schein

Whichever of these statements one might consider correct, one certainly gyt Lewin was a scientist and researcher
will have to admit that psychology has learned, particularly in the last decade, par excellence, yet Lewin probably contrib-
to realize the overwhelming importance of social factors for practically every uted more to the practice of management
kind and type of behavior. It is true that the child from the first day of his life 2nd to the field of organizational consulting
is a member of a group and would die without being cared for by the group. than anyone in history. On the scientific

i ] o MR ) front, Lewin was a genius in creating true
The experiments on success and failure, level of aspiration, intelligence, frus-  social experiments that demonstrated un-
tration, and all the others, have shown more and more convincingly that the equivocally the impact of leadership style
goal a person sets for himself is deeply influenced by the social standards of ~and social climate on the productivity and
the group to which he belongs or wishes to belong. The psychologist of today = €motional life of the group. Between the
recognizes that there are few problems more important for the development studies he initiated in the 1930s and the
i Hawthorne studies conducted in the 1920s,
of the child and the problem of adolescence than a study of the processes by  overwhelming evidence was produced that
which a child takes over or becomes opposed to the ideology and the style of participation and empowerment influence
living predominant in his social climate, the forces which make him belong to  productivity and morale in a positive direc-

certain groups, or which determine his social status and his security within ton- He showed clearly the dysfunctional
aspects of the autocratic leadership style, a
those groups.

. . . lesson we have yet to learn.
A genuine attempt to approach these problems experimentally—for in- Why should consultants and managers

stance, that of social status or leadership—implies technically that one has to  read this article? First, to get a sense of his-
create different types of groups and to set up experimentally a variety of so-  tory, to realize that the problems of organi-
cial factors which might shift this status. The experimental social psychologist ~22tion and leadership with which we are
will have to acquaint himself with the task of experimentally creating groups, wrestling today are not new: Much wisdom
creating a social climate or style of living. The sociologist I hope will therefore

forgive him when he cannot avoid handling also the so-called sociological  copyright © 1997 by the American Psychological
problems of groups and group life. Perhaps the social psychologist might prove  Association. Reprinted with permission.
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Experiments in Social Space

has accumulated historically, if we choose
to pay attention to it. Second, to see that
good research has immediate practical ap-
plicability: What happened in these kids'
clubs is readily recognizable in our own or-
ganizations. And, third, to get a deeper in-
sight into Lewin's observation that
democracy has to be learned: Autocracy can
be imposed, but not so with democracy. We
all need to ponder this insight, especially
when we try to impose empowerment on
employees who have grown up in an auto-
cratic environment.

Lewin's contribution to the practice of
education, consultation, and management s
brought out further in my article. Lewin
showed us that great research usually is
motivated by tackling difficult, real prob-
lems. As he evolved his theories and meth-
ods, he demonstrated how intertwined
practice and research really are. Action re-
search, action learning, action science, clini-
cal research, and a host of other methods
practiced today by both researchers and
consultants derive from the seminal insight
that one cannot understand a system until
one attempts to change it. Lewin set a won-
derful example of how practitioners, con-
sultants, and researchers can inform one
another in the quest for more usable knowl-
edge and skill.

... the child from the first day of his
life s a member of a group...

to be even of considerable help to the sociologist. Frequently the investigation
on the border line between two sciences has proved to be particularly fruitful
for the progress of both of them.

Take, for instance, the concept “social group.” There has been much dis-
cussion about how to define a group. The group often has been considered as
something more than the sum of the individuals, something better and higher.
One has attributed to it a “group mind.” The opponents of this opinion have
declared the concept of “group mind” to be mere metaphysics and that in re-
ality the group is nothing other than the sum of the individuals. To one who
has watched the development of the concept of organism, whole, or Gestalt,
in psychology this argumentation sounds strangely familiar. In the beginning
of Gestalt theory, at the time of Ehrenfels, one attributed to a psychological
whole, such as a melody, a so-called Gestalt quality—that is, an additional en-
tity like a group mind, which the whole was supposed to have in addition to
the sum of its parts. Today we know that we do not need to assume a mysti-
cal Gestalt quality, but that any dynamical whole has properties of its own.
The whole might be symmetric in spite of its parts being asymmetric, a whole
might be unstable in spite of its parts being stable in themselves.

As far as I can see, the discussion regarding group versus individual in
sociology follows a similar trend. Groups are sociological wholes; the unity of
these sociological wholes can be defined operationally in the same way as a
unity of any other dynamic whole, namely, by the interdependence of its
parts. Such a definition takes mysticism out of the group conception and
brings the problem down to a thoroughly empirical and testable basis. At the
same time it means a full recognition of the fact that properties of a social
group, such as its organization, its stability, its goals, are something different
from the organization, the stability, and the goals of the individuals in it.

How, then, should one describe a group? Let us discuss the effect of
democratic, autocratic and laissez faire atmospheres or clubs which have been
experimentally created by R. Lippitt, and by R. Lippitt and R. K. White, at the
Iowa Child Welfare Research Station. Let us assume the club had five mem-
bers and five observers were available. It might seem the simplest way always
to assign one observer to one member of the club. How-
ever, the result at best would be five parallel micro-biog-
raphies of five individuals. This procedure would not
yield a satisfactory record even of such simple facts of
the group life as its organization, its sub-groups, and its
leader-member relationship, not to speak of such impor-
tant facts as the general atmosphere. Therefore, instead
of assigning every observer to one individual, one observer was assigned to
record from minute to minute the organization of the group into subgroups,
another the social interactions, et. In other words, instead of observing the
properties of individuals, the properties of the group as such were observed.

In one additional point sociology may well profit from psychology. It is a
commonplace that the behavior of individuals as well as groups depends upon
their situation and their peculiar position in it. In my mind the last decade of
psychology has shown that it is possible to give a clearly detailed description
of the peculiar structure of a concrete situation and its dynamics in scientific
terms. It can even be done in exact mathematical terms. The youngest disci-
pline of geometry called “topology” is an excellent tool with which to deter-
mine the pattern of the life-space of an individual, and to determine within
this life-space the relative positions which the different regions of activity or
persons, or groups of persons bear to each other. It has become possible to
transform into mathematical terms such everyday statements as: “He is now
closer to his goal of being a first-rate physician,” “He has changed the direc-
tion of his actions,” or “He has joined a group.” In other words, it is possible
to determine, in a geometrically precise manner, the position, direction, and
distance within the life-space, even in such cases where the position of the
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person and the direction of his ac-
tions are not physical but social in
nature. With this in mind let us return
to the social experiment which was
undertaken at the Iowa Child Welfare
Research Station.

It is well known that the amount of
success a teacher has in the class-
room depends not only on her skill
but to a great extent on the atmo-
sphere she creates. This atmosphere is
something intangible; it is a property
of the social situation as a whole, and
might be measured scientifically if ap- = o
proached from this angle. As a begin- ‘
ning, therefore, Lippitt selected a
comparison between a democratic
and an autocratic atmosphere for his study. The purpose of his experiment was
not to duplicate any given autocracy or democracy or to study an “ideal” au-
tocracy or democracy, but to create set-ups which would give insight into the
underlying group dynamics. Two groups of boys and girls, ten and eleven years
of age, were chosen for a mask-making club from a group of eager volunteers
of two different school classes. With the help of the Moreno test both groups
were equated as much as possible on such qualities as leadership and interper-
sonal relations. There were eleven meetings of the groups, the democratic group
meeting always two days ahead of the autocratic one. The democratic group
chose its activities freely. Whatever they chose the autocratic group was then
ordered to do. In this way the activities of the group were equated. On the

whole, then, everything was kept constant except the group atmosphere.
The leader in both groups was an adult student. He tried to create the dif-
ferent atmospheres by using the following technique:

Democratic

1. All policies a matter of group deter-
mination, encouraged and drawn out
by the leader.

2. Activity perspective given by an ex-
planation of the general steps of the pro-
cess during discussion at first meeting
(clay mould, plaster of Paris, papier-
maché, etc.). Where technical advice
was needed, the leader tried to point out
two or three alternative procedures from
which choice could be made.

3. The members were free to work
with whomever they chose and the
division of tasks was left up to the
group.

4. The leader attempted to be a group
member in spirit and in discussion
but not to perform much of the actual
work. He gave objective praise and
criticism.

REFLECTIONS, Volume 1, Number 1

Authoritarian
1. All determination of policy by the
strongest person (leader).

2. Techniques and steps of attaining
the goal (completed mask) dictated by
the authority, one at a time, so that
future direction was always uncertain
to a large degree.

3. The authority usually determined au-
tocratically what each member should
do and with whom he should work.

4. The dominator criticized and
praised individual’s activities without
giving objective reasons, and remained
aloof from active group participation.
He was always impersonal rather than
outwardly hostile or friendly (a neces-
sary concession in method).

© Linda Cooper
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During the meetings of the two groups, the observers noted the number
of incidents and actions per unit of time. It was observed that the autocratic
leader put forth about twice as much action towards the members as the
democratic leader, namely, 8.4 actions as against 4.5. This difference is even
greater if one takes into account only the initiated social approach, namely, 5.2
as against 2.1. Still greater is this difference in relation to ascendant or initi-
ated ascendant behavior: the ascendant actions of the autocratic leader were
nearly three times as frequent as those of the democratic leader.

In regard to submissive actions, the proportion was opposite, namely,
more frequent by the democratic leader, although in both groups submissive
actions of the leader were relatively rare. A similar relation held for the objec-
tive, matter-of-fact actions. Here too the democratic leader showed a higher
frequency.

On the whole, then, there existed a much greater impact on the members
of the group by the leader in autocracy than in democracy, and the approach
was much more ascendant and less matter-of-fact.

When we attempt to answer the question “How does the leader compare
with the ordinary member in an autocracy and a democracy?” we must refer
to an ideal average member who is a statistical representation of what would
happen if all activities were distributed equally among the members of the
group, including the leader. In Lippitt’s experiment the figures showed two
facts clearly: first, in both groups the leader was really leading. The autocratic
leader showed 118 per cent more initiated ascendant acts than the average
ideal member, and the democratic leader 41 per cent more. Both leaders were
less submissive than the average member, namely, the autocrat 78 per cent,
the democrat 53 per cent. It was interesting to note that both showed also
more matter-of-fact action than the average ideal member.

However, the difference between the ordinary member and the leader was
much less pronounced in democracy than in autocracy, both in ascendant and
submissive action. The democratic leader distinguished himself, also rela-
tively, more by his greater matter-of-factness.

What do these figures indicate about the situation in which the autocratic
and democratic group members find themselves? I can only mention a few
aspects: In the autocratic group it is the leader who sets the policy. For in-
stance, a child says: “I thought we decided to do the other mask.” The leader
answers: “No, this is the one I decided last time would be the best one.” In
dynamical terms such an incident means that the child would have been able
to reach his own goal but the leader
puts up a barrier against this locomo-
tion. Instead he induces another goal
for the child and a force in this direc-
tion. We are calling such goals, set up
by the power of another person, an
induced goal.

A parallel example in the demo-
cratic group might be this: A child
asks, “How big will we make the mast?
Are they out of clay or what?” The
leader answers: “Would you like me to
give you a little idea of how people
generally make masks?” In other
words, the leader in the democratic
group, instead of hindering the chil-
dren in getting to their own goal,
bridges over whatever regions of diffi-
culty might exist. For the democratic
group, many paths are open; for the
autocratic only one, namely, that deter-
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mined the leader. In an autocracy the leader determines not only the kind of ac-
tivity but also who should work with whom. In our experimental democracy all
work co-operation was the result of spontaneous sub-grouping of the children. In
the autocracy 32 per cent of the work groups were initiated by the leader, as
against 0 per cent in the democracy.

On the whole, then, the autocratic atmosphere gives a much greater and
more aggressive dominance of the leader, and a narrowing down of the free
movement of the members, together with a weakening of their power fields.

What is the effect of this atmosphere on the group life of the children? As mea-
sured by the observers the child-to-child relationship was rather different in the
two atmospheres. There was about thirty times as much hostile domination in
the autocracy as in the democracy, more demands for attention and much more
hostile criticism; whereas in the democratic atmosphere co-operation and praise
of the other fellow was much more frequent. In the democracy more construc-
tive suggestions were made and a matter-of-fact or submissive behavior of
member to member was more frequent.

In interpreting these data, we might say that the “style of living and think-
ing” initiated by the leader dominated the relations between the children. In the
autocracy instead of a co-operative attitude, a hostile and highly personal atti-
tude became prevalent. This was strikingly brought out by the amount of group
or “we” feeling as against “I” feeling: Statements which were “we-centered”
occurred twice as often in the democracy as in the autocracy, whereas far more
statements in the autocracy were “I-centered” than in the democracy.

So far as the relation of the children toward the leader was concerned, the
statistical analysis revealed that the children in the autocratic group who were
less submissive to each other were about twice as submissive to their leader as
the children in the democratic group. Initiated approaches to the leader in the
democratic group were less frequent than in the autocratic group. In autocracy
the action by the member toward the leader had more the character of a re-
sponse to an approach of the leader. The approach to the leader in the autoc-
racy was more submissive or kept at least on a matter-of-fact basis.

On the whole, then, the style of living in both atmospheres governed the
child-child relation as well as the child-leader relation. In the autocratic group
the children were less matter-of-fact; less co-operative, and submissive toward
their equals, but more submissive to
their superior than in the democracy.

Behind this difference of behavior
lie a number of factors. The tension is
greater in the autocratic atmosphere,
and the dynamic structure of both
groups is rather different. In an auto-
cratic group there are two clearly dis-
tinguished levels of social status: the
leader is the only one having higher
status, the others being on an equally
low level. a strong barrier kept up by
the leader prevents any one from in-
creasing his status by acquiring leader-
ship. In a democratic atmosphere the
difference in social status is slight and
there exists no barrier against acquir-
ing leadership.

This has a rather clear effect on
the amount of individuality. In our ex-
periment every individual in the de-
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mocracy showed a relatively greater individuality, having some field of his own
in spite of the greater “we” feeling among them, or perhaps because of it. In
the autocratic group on the contrary the children all had a low status without
much individuality. The type of sub-grouping showed this difference even more
clearly. In the autocracy, there was little “we” feeling and relatively little spon-
taneous sub-grouping among the children. If the work required the co-opera-
tion of four or five members, it was the leader who had to order the members
to get together. In the democracy those groups came together spontaneously
and they kept together about twice as long as in the autocracy. In the autoc-
racy these larger units disintegrated much faster when left to themselves.

These group structures, in combination with the high tension in the autoc-
racy, led in Lippitt’s experiments to a scapegoat situation. The children in the
autocratic group ganged together not against their leader but against one of the
children and treated him so badly that he ceased coming to the club. This hap-
pened to two different children during twelve sessions. Under autocratic rule
any increase in status through leadership was blocked and the attempt to domi-
nate was dictated by the style of living. In other words, every child became a
potential enemy of every other one and the power fields of the children weak-
ened each other, instead of strengthening each other by co-operation. Through
combining in an attack against one individual the members who otherwise
could not gain higher status were able to do so by violent suppression of one
of their fellows.

One may ask whether these results are not due merely to individual differ-
ences. A number of facts rule out this explanation, although of course individual
differences always play a role. Of particular interest was the transfer of one of
the children from the autocratic to the democratic group, and of another from

the democratic to the autocratic one.
Before the transfer the difference be-

... Autocracy is imposed upon the individual. tween the two children was the same
as between the two groups they be-
Democracy he has to learn.... longed to, namely, the autocratic child

was more dominating and less friendly

and objective than the democratic one.
However, after the transfer the behavior changed so that the previously auto-
cratic child now became the less dominating and more friendly and objective
child. In other words, the behavior of the children mirrored very quickly the at-
mosphere of the group in which they moved.

Later Lippitt and White studied four new clubs with other leaders. They
included a third atmosphere, namely that of laissez faire, and exposed the
same children successively to a number of atmospheres. On the whole, the
results bear out those of Lippitt. They show a striking difference between
laissez faire and democracy very much in favor of democracy. They show fur-
ther two types of reaction in the autocratic groups, one characterized by ag-
gression, the second by apathy.

On the whole, I think there is ample proof that the difference in behavior in
autocratic, democratic, and laissez faire situations is not a result of individual dif-
ferences. There have been few experiences for me as impressive as seeing the ex-
pression in children’s faces change during the first day of autocracy. The friendly,
open, and co-operative group, full of life, became within a short half-hour a rather
apathetic-looking gathering without initiative. The change from autocracy to de-
mocracy seemed to take somewhat more time than from democracy to autocracy.
Autocracy is imposed upon the individual. Democracy he has to learn.

v

These experiments as a whole, then, bear out the observations of cultural an-
thropology and are well in line with other experiments on the effect of the situ-
ation as a whole. The social climate in which a child lives is for the child as
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important as the air it breathes. The group to which a child

belongs is the ground on which he stands. His relation to
this group and his status in it are the most important fac-
tors for his feeling of security or insecurity. No wonder that
the group the person is a part of, and the culture in which
he lives, determine to a very high degree his behavior and
character. These social factors determine what space of free
movement he has, and how far he can look ahead with
some clarity into the future. In other words, they determine
to a large degree his personal style of living and the direc-
tion and productivity of his planning.

It is a commonplace of today to blame the deplorable

world situation on the discrepancy between the great abil-
ity of man to rule physical matter and his inability to handle
social forces. This discrepancy in turn is said to be due to
the fact that the development of the natural sciences has by
far superseded the development of the social sciences.

No doubt this difference exists and it has been and is
of great practical significance. Nevertheless, I feel this com-
monplace to be only half true, and it might be worthwhile
to point to the other half of the story. Let us assume that it
would be possible suddenly to raise the level of the social
sciences to that of the natural sciences. Unfortunately this
would hardly suffice to make the world a safe and friendly
place to live in—because the findings of the physical and
the social sciences alike can be used by the gangster as
well as by the physician, for war as well as for peace, for
one political system as well as for another.

Internationally we still live essentially in a state of anarchy similar to that
of the rule of the sword during medieval times. As long as no international
agency exists which is able and willing to enforce international laws, national
groups will always have to choose between bowing to international gangster-
ism and defending themselves.

It seems to be “natural” for people living in a thoroughly democratic tra-
dition like that of the United States to believe that what is scientifically rea-
sonable should finally become accepted everywhere. However, history shows,
and experiments like the one I have described will, I think, prove anew, that
the belief in reason as a social value is by no means universal but is itself a
result of a definite social atmosphere. To believe in reason means to believe in
democracy, because it grants to the reasoning partners a status of equality. It
is therefore not an accident that not until the rise of democracy at the time of
the American and French revolutions was the goddess of “reason” enthroned
in modern society. And again, it is not accident that the first act of modern
Fascism in every country has been officially and vigorously to dethrone this
goddess and instead to make emotions and obedience the all-ruling principles
in education and life from kindergarten to death.

I am persuaded that scientific sociology and social psychology based on
an intimate combination of experiments and empirical theory can do as much,
or more, for human betterment as the natural sciences have done. However,
the development of such a realistic, nonmystical social science and the possi-
bility of its fruitful application presuppose the existence of a society which
believes in reason.
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On Learning and the
Systems That Facilitate It

Russell L. Ackoff

Introduction

The extensive literature on learning deals almost exclusively with sociopsycho-
logical aspects of learning, that is, how to learn from others. All learning ulti-
mately derives from experience, however, our own or others. Learning from
experience is particularly important in organizations in part because of the con-
tinuous flux and turnover of personnel. My focus here is on learning from expe-
rience in an organizational context. It is meant to redress a shortage of discussion
of experiential learning by and within organizations. This is not meant to dimin-
ish the importance of interpersonal learning within organizations.

I begin with definitions of what I believe are important distinctions be-
tween the different content of learning: data, information, knowledge, under-
standing, and wisdom. This is intended to rectify the bias in much of the
organizational-learning literature toward consideration of information and
knowledge to the exclusion of understanding and wisdom. Since there are no
generally accepted definitions of these terms, I use my own, which I have
found useful in many applications.

Then I distinguish between learning and adaptation; the latter can be con-
sidered a special case of the former. I have also found confusion in the literature
on this distinction (for example, Haeckel & Nolan, 1996). In particular, I will deal
with the very important role of mistakes in learning and adaptation and also with
learning how to learn, what Gregory Bateson (1972) called deutero-learning.

Finally, I present a design of a management learning and adaptation sys-
tem that meets the varied requirements formulated earlier in this paper.

The Varied Content of Learning

The learning literature contains very little about the content of learning, what
is learned. In this article, I try to compensate for this deficiency. What one
learns consists of either data, information, knowledge, understanding, or wis-
dom. Unfortunately, we tend to use data, information, and knowledge inter-
changeably; understanding as a synonym of knowledge, and knowledge
all-inclusively. Wisdom is treated largely as mysterious and incomprehensible,
even untransmittable.

Not only are the differences between the various contents of learning impor-
tant, but they also form a hierarchy of increasing value, as reflected in the ad-
age: An ounce of information is worth a pound of data; an ounce of knowledge
is worth a pound of information; an ounce of understanding is worth a pound of
knowledge; and an ounce of wisdom is worth a pound of understanding.

Nevertheless, most of our formal education and most computer-based sys-
tems are primarily devoted to the less important types of learning: to the ac-
quisition, processing, and transmission of data and information. There is less
effort devoted to the transmission of knowledge, practically none to the trans-
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mission of understanding, and even less to wisdom. This allocation of effort
is reflected in the popular and persistent preoccupation with information in the
press, on television game shows, and in such popular games as “Trivial Pur-
suit.” How appropriate this name!

Data and Information

Data consists of symbols that represent objects, events, and/or their properties.
They are products of observation. Observations are made either by people or
by instruments, for example, thermometers, odometers, speedometers, and
voltmeters. The dashboards of automobiles and airplanes are filled with such
devices.

Like metallic ores, data are of little or no value until they are processed
into usable forms. Data that have been processed into useful forms constitute
information. Therefore, information also consists of symbols that represent the
objects, events, and their properties. The difference between data and infor-
mation is their usefulness—functional, not structural.

Information is contained in descriptions, in answers to questions that be-
gin with such words as who, what, where, when, and how many. Information
is usable in deciding what to do, not how to do it. For example, a list of the
films currently playing in movie houses enables us to select one to see, but it
does not tell us how to get there. Similarly, the address of a cinema tells us
where it is but not how to get there. Answers to how-to questions constitute
knowledge.

Knowledge

Knowledge is contained in instructions. Knowledge consists of know-how, for
example, knowing how a system works or how to make it work in a desired
way. It makes maintenance and control of objects, systems, and events pos-
sible. To control something is to make it work or behave efficiently for an in-
tended end. The efficiency of a course of action is usually measured either by
its probability of producing an intended outcome when a specified amount of
resources is used or by the amount of resources required to attain a specified
probability of success.

Knowledge can be obtained either from experience—for example, by trial
and error—or from someone who has obtained it from experience, their own
or that of others. When computers are programmed and people are instructed,
they are taught how to do something. Such teaching is training, not education.
Failure to distinguish between training and education is commonplace and re-
sults in a so-called educational system that devotes a good deal more time to
training than it does to education. The content of education should be under-
standing and wisdom.

Computer-based expert systems are systems that have had the knowledge
of an expert programmed into them. They store and dispense knowledge. In
addition, at least since Shannon developed his electronic maze-solving rat,
computers have been programmed to acquire knowledge, to learn. Programs
for acquiring knowledge, however, are still very limited.

Intelligence is the ability of an individual to acquire knowledge. Therefore,
the proper measure of intelligence is an individual’s rate of learning, the abil-
ity to acquire knowledge, not how much one knows. Expert systems that do
not learn, and most do not, cannot legitimately be said to have intelligence,
artificial or otherwise. Unintelligent systems, ones with no ability to learn, can
possess knowledge but cannot acquire it on their own.

Management obviously requires knowledge as well as information, but
information and knowledge are not enough. Understanding is also required.
Management suffers more from lack of knowledge than it does from lack of
information and more from lack of understanding than it does from lack of
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Commentary

by William J. Altier

As | read Russ Ackoff's article and reflected
on his hierarchy of the content of the human
mind—data, information, knowledge, under-
standing, and wisdom—my mind was quickly
drawn to the current fad of more and bigger
acquisitions and mergers. | recalled many
comments in the business media to the ef-
fect that "So many mergers fail to deliver
what they promise that there should be a
presumption of failure...."

So what's the point? Going back to Dr.
Ackoff's hierarchy, no doubt the executives
responsible for these acquisitions and merg-
ers go into them with considerable data,
information, knowledge, and perhaps even
understanding—all related to doing things
right. But the question is: Do they go into
them with adequate wisdom; do they do the
right things?

Ackoff observes that “[gJrowth is an in-
crease in size or number. Developmentis an
increase in one's ability and desire to satisfy
one's legitimate needs and desires and those
of others." It would appear that the focus of
today's merger mania is growth, not devel-
opment. Perhaps that's the reason why the
average life span of today's multinational
corporations is between 40 and 50 years. As
Arie de Geus points out in The Living Com-
pany (1997), companies that develop them-
selves can live for centuries.

Many of the travails that organizations
experience are, de facto, the result of a lack
of wisdom on the part of those who make
critical decisions. One factor behind this
could be that many executives' mind-sets
acknowledge the roles of data, information,
knowledge, and understanding but stop short
of the cognizance of wisdom. It is hoped that
Russ Ackoff has shattered that glass ceiling.
He makes the case that wisdom—the fifth
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element in his hierarchy of learning—should
be recognized as being at the pinnacle of or-
ganizational achievement, just as satisfying
the fifth element in Maslow's hierarchy of
needs—self-actualization—signifies the pin-
nacle of personal achievement.

Ackoff suggests that "learning is least
likely to occur the higher one goes in an or-
ganization"; this is precisely the stratum at
which errors of omission are most likely to
occur and “the decline or demise of organi-
zations is generally more likely to derive
from errors of omission."

The pinnacle of learning, wisdom, is the
most critical element in successful decision
making and in reducing errors of omission.
The paradox is that the higher echelons of
the organization do possess the decisive ele-
ments needed to acquire wisdom. As Ackoff
notes, “[Tlhe acquisition of wisdom...is usu-
ally associated with age and experience be-
cause it is concerned with the long-run
consequences of action.”

Ackoff states, "Wisdom is the ability to
perceive and evaluate the long-run conse-
quences of behavior." Clearly, this ability
does not seem to be overly abundant. It is
hoped that the world of management will
recognize this shortcoming and make
Ackoff's hierarchy of learning its mantra for
tomorrow. This hierarchy, particularly its
fifth element, will be a boon for those who
use it as a model to remedy the void in their
organizations' learning.

Speaking as a management consultant,
| find it ironic that big companies often pay
big bucks to obtain advice dispensed by
newly minted MBAs who lack the critical
prerequisites for wisdom. What are they get-
ting for what they pay? Could there be a
corollary here?

Ackoff has a profound message for an-
other hierarchy—the hierarchy of manage-
ment. Take heed!

knowledge. Most managers suffer from information overload, not from either
an overload of knowledge or understanding.

Understanding

Understanding is contained in explanations, answers to why questions. We do
not learn how to do something by doing it correctly; in such a case, we already
know how to do it. The most we can get out of doing something right is confirma-
tion of what we already know. We can acquire knowledge, however, from doing
something incorrectly but only if we can determine the cause of the error and cor-
rect it. Mistakes can be corrected by trial and error, but this is often very inefficient.
A mistake that can be explained by identifying what produced it is understood.
Understanding facilitates and accelerates the acquisition of knowledge.

Understanding is required in any situation to determine the relevance of
data and information, understanding why the situation is what it is and how
its characteristics are causally related to our objectives. On the other hand, ex-
planations can be, and frequently are, suggested by observations. Theories, of
course, embody explanations that are obtained by deductions from them.

Obijects, events, or their properties may be explained by identifying their
cause or producer, for example: “The boy is going to the store because his
mother sent him.” The behavior of an entity that can display choice may also
be explained by identifying that entity’s intended outcome, for example: “The
boy is going to the store to buy an ice cream cone.” Only purposeful entities
have intentions. (A purposeful entity is one that can pursue the same end (1)
in different ways in the same environment and (2) the same way in different
environments.) Therefore, to say that an apple falls from a tree because it
wants to get to the ground is no explanation at all, but to say that a person
climbed a tree to avoid attack by an animal is.

It is possible to construct computer-based systems that explain the failures
of some relatively simple mechanical systems. For example, some automobile-
manufacturing companies have developed sensing devices that can be applied
to their engines. The data collected are then processed by a computer to deter-
mine whether the engine is defective, and if so, what is the cause of the defect
or its location. The Russians developed a number of such systems for applica-
tion to heavy military vehicles.

Some computerized systems have been developed to diagnose the mal-
functioning of organisms, but they are still in relative infancy. The types of
malfunctioning that can be explained by computerized diagnostic systems do
not involve choice, or purposefulness. As yet, we do not have the ability to
program computers to determine the intentions behind, or the producers of,
purposeful behavior.

Data, information, knowledge, and understanding presuppose each other.
They are acquired and develop interdependently. They form a hierarchy with
respect to value, but none is more fundamental than the others. Although com-
puters have made inroads into providing data, information, knowledge, and
understanding, I am aware of no computerized wisdom-generating or dissemi-
nating systems.

Wisdom

Peter Drucker once made a distinction between doing things right and doing
the right thing. This distinction is the same as that between efficiency and ef-
fectiveness. Information, knowledge, and understanding contribute primarily
to efficiency but provide little assurance of effectiveness. For effectiveness, wis-
dom is required.

Wisdom is the ability to perceive and evaluate the long-run consequences
of behavior. It is normally associated with a willingness to make short-run sac-
rifices for the sake of long-run gains.
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What one does is clearly the product of the information, knowledge, and
understanding one has. The value of information, knowledge, and under-
standing is instrumental; it lies in their ability to facilitate the pursuit of
ends—desired outcomes, objectives, and goals. Although one must be aware
of the end that is being pursued in order to determine the efficiency of a
means for pursuing it, one need not be aware of the value of that end. There-
fore, one can talk about the efficiency of immoral as well as moral acts—for
example, the relative efficiency of different ways of breaking the law or harm-
ing another.

On the other hand, the effectiveness of behavior necessarily takes the value of
its outcome(s) into account. Effectiveness in the pursuit of an end is the product
of the efficiency of that pursuit and the value of that end. Therefore, the inefficient
pursuit of a valuable end may be more effective than the very efficient pursuit of a
negatively valued objective.

Put another way, it is usually better to do the right thing wrong than it is
to do the wrong thing right. When one does the wrong thing right, one’s error
is reinforced, and this encourages further improvement in the pursuit of the
wrong end. For example, improving the quality of the current automobile,
which is destroying the quality of life in an increasing number of cities, is a
conspicuous example of doing the wrong thing righter and righter, hence mak-
ing things wronger and wronger. On the other hand, when one does the right
thing wrong, identification and diagnosis of the error can lead to improved
pursuit of the right end.

Wisdom is normative as well as instrumental. The difference between ef-
ficiency and effectiveness, which differentiates wisdom from understanding,
knowledge, and information, is also reflected in the difference between
growth and development. Growth is an increase in size or number. Develop-
ment is an increase in one’s ability and desire to satisfy one’s legitimate needs
and desires and those of others. A legitimate need or desire is one the satis-
faction of which does not reduce the chances of others satisfying their legiti-
mate needs or desires.

Although growth and development can effect each other, they can also oc-
cur independently of each other: An entity can grow without developing (for
example, a rubbish heap), and a person can continue to develop long after he
or she has stopped growing. Standard of living is an index of growth; quality
of life is an index of development. One can grow without wisdom but one can-
not develop without it. Growth and increases in standard of living do not nec-
essarily entail increases in the value of what is obtained; but development and
increases in quality of life do.

One who seeks to increase wisdom must be concerned with the value of
outcomes (long-run as well as short-run) but value to whom? One person’s
behavior usually affects others. Then, ideally, all our behavior should serve the
legitimate needs and desires of all those it affects, its stakeholders. This means
that effective decisions must be value-full, not value-free. Objectivity, which
is usually defined as the absence of value considerations in decision making,
is antithetical to effectiveness, hence wisdom. Objectivity is better taken to be
value-full, not value-free, that is, as a property of decisions that make them
valuable to all they affect, whatever their legitimate values.

Evaluation of outcomes is a product of judgment. As yet we do not know
how to program the process of making value judgments. In fact, this appears
unprogrammable. On the other hand, the determination of efficiency can of-
ten be programmed because, among other things, the efficiency of an act is in-
dependent of the actor. This is not so for effectiveness. The value of the
outcome of an act is never independent of the actor and is seldom the same
for two actors even when they act in the same way in the same environment.
It may not even be the same for the same actor in different environments or
in the same environment at different times. In contrast, the efficiency of an act
in a specified environment is constant.
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Commentary

by Vincent P. Barabba

This article by Russell L. Ackoff is of inesti-
mable value to those interested in under-
standing the differences between a systemic
approach to learning and adaptation and the
traditional ways in which we have been
taught to manage the use of knowledge. The
extent to which the reader can reap these rich
rewards, however, is related directly to how
well the reader is cognizant of Ackoff's other
contributions—particularly related to systems
thinking and idealized design. For example,
Ackoff, along with Drucker and others, has
made significant contributions to illustrating
the change that has taken place as we have
moved from an industrial-age, mechanistic
approach toward a knowledge-age,
organismic approach to systems thinking.

The systems thinking approach to knowl-
edge use starts out with the belief that in any
enterprise striving to meet its full measure of
success, the parts that make up the enter-
prise, by themselves, are of little value outside
their interaction with all the other parts. Fa-
miliarity with the writings of Ackoff has led
me to believe that concepts such as knowl-
edge managementand data warehousing—
based on taking an inventory of what is
known—are ideas whose value is passing.
From a systems thinking perspective, these
concepts are replaced by decision support
systems that pump a free flow of contextual
data, information, knowledge, understanding,
and wisdom (as precisely defined by Ackoff in
this article) into a series of networked dialogs
that take place continuously across the func-
tions within the firm, as well as between the
enterprise and its extended alliances which
include the ultimate consumers of its prod-
ucts and services.

A distinction between two metaphors
helps illustrate the importance of these dif-
ferences. The industrial-age mechanistic
mind-set encouraged us to think about
managing business as if it were made up of
replaceable parts—like pieces in a jigsaw
puzzle. The metaphor fit reasonably well for
that era. When you start a puzzle, you know
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how many pieces you are supposed to have,
and chancesare good that they are all
there. Each of the parts will interact with
only a small portion of the other parts. If
you have trouble deciding how to put the
pieces together, you have a picture on the
box to remind you that there is a single so-
lution to the problem. Finally, though some
puzzles are more complex than others, the
underlying process of putting them together
is always the same.

However, today's business challenges are
more complex than this. We operate in a
world of complex problems compounded by
an accelerating rate of change. It is an envi-
ronment that consists of constantly chang-
ing processes, relationships, and interacting
components—more like a DNA molecule than
a jigsaw puzzle. Depending on how the
pieces come together, we can end up with a
different final result than we had any reason
to expect. We cannot always know up front
exactly what we are creating.

Trying to "manage” this complexity is not
necessarily the best approach. In many cir-
cumstances, that sort of thinking implies
there is a single right way—a correct out-
come or a predictable framework—and if we
could only get all that we know to fit into
that framework, we would come out with
the "right" answers.

| believe that many of the current pur-
veyors of knowledge management tech-
niques and practices are anchored in the
industrial-age way of thinking, based prima-
rily on the predictable world of the make-
and-sell business design. With that mental
model, we are encouraged to believe that
we can manage knowledge in the same way
that we manage the more predictable as-
pects of our enterprises. These purveyors of
knowledge managementalso bring up the
issue of establishing a value for our intellec-
tual assets. | am certainly not opposed to
the need to justify expenditures for collect-
ing and using information. | am also not ne-
gating the value of the tools that provide
the proper information to those who make
value-adding decisions for our public and
private enterprises. What | am concerned
about is that the attempt to establish such
value forces us to try to separate the com-
ponents of a system and assign value to
them independently when, as Ackoff has
stated elsewhere, "a system is a whole that
cannot be divided into independent parts.”

The experience of beginning to imple-
ment the learning and adaptation system
here at General Motors leads me to believe
that it is of great potential value. For it to
work well, however, the enterprise needs to
create an environment that stresses the in-
terdependence of information users and
providers.

My advice to the readers of this article is
to read also, at a minimum, "Our Changing
Concept of the World," the first chapter in
Ackoff's book Creating the Corporate Future,
or, if the reader is truly serious, the recently

Values are very personal matters. Therefore, wisdom-generating systems are
ones that are very likely to continue to require human participation. It may well
be that wisdom, which is essential to the effective pursuit of all ends, is a char-
acteristic of humans that ultimately differentiates them from machines and
other organisms.

Learning and Adaptation

To learn is to acquire information, knowledge, understanding, or wisdom. Sys-
tems that facilitate learning, computer-based or otherwise, can be called learn-
ing support systems. The varieties of learning—acquisition of information,
knowledge, understanding, or wisdom—can, but need not, take place indepen-
dently of each other.

Individuals acquire information when their range of possible choices in-
creases over time. To inform someone serves to increase his or her probability
of making one or more choices. For example, telling someone that it is raining
outside is likely to increase the probability of his or her carrying an umbrella.

Individuals acquire knowledge when their efficiency increases over time.
Such increases can take place under constant conditions, as in successive tries
at hitting a target with rifle shots. The acquisition of knowledge (learning) can
also take place when the conditions affecting the efficiency of one’s choice
change—for example, a strong cross-wind arises or a distracting noise interferes
with shooting. Under such conditions, new learning is required to maintain, let
alone to increase, efficiency. Such learning is called adaptation.

To adapt is to change oneself or one’s environment so as to maintain or
increase efficiency/effectiveness when changes of internal or external condi-
tions, if they are not responded to, result in decreased efficiency/effectiveness.
Therefore, adaptation is learning under changing conditions.

As has been noted above, one does not learn from doing something right,
but one can, but does not necessarily, learn from doing something wrong, by
making a mistake. In order to learn from mistakes, they must first be de-
tected—this requires information. Then their cause or source must be identi-
fied—this requires understanding. Finally, successful corrective action must be
taken—this requires knowledge.

Therefore, a complete learning system is one that detects errors, diagnoses
them, and prescribes corrective action, and these activities require information,
knowledge, and understanding. The values served by such a system are those of
the individuals served by the system, hence reflect their wisdom, or lack of it.

It should be noted that in most organizations mistakes tend to be con-
cealed even from those who make them. The likelihood of such concealment
increases with rank or status—the higher the rank, the greater the claim to om-
niscience. This implies that learning is least likely to occur the higher one goes
in an organization.

There are two kinds of mistakes: errors of commission, doing something
that should not have been done, and errors of omission, not doing something
that should have been done. Those organizations that reveal mistakes gener-
ally reveal only errors of commission, not those of omission. Errors of omis-
sion include lost opportunities. Unfortunately, the decline or demise of
organizations is generally more likely to derive from errors of omission than
from errors of commission. It is much harder to correct errors of omission;
these, like Clemestine, are usually “lost and gone forever.”

In order to accelerate learning, decisions must be made and monitored
that will improve the ability to learn continuously. Learning how to learn is
called deutero-learning. Such learning occurs when we identify and correct
mistakes made in trying to correct mistakes. Because of the accelerating rate
of change in our environment and its increasing complexity, much of what we
know becomes obsolete in less and less time. Therefore, learning how to learn
is much more important than what we learn.
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Most learning by adults and organizations involves replacement of some-
thing thought to be known by something new; that is, much learning presup-
poses unlearning. Nevertheless, the literature on organizational learning has
virtually ignored the unlearning process until recently when Peters (1994) and
Hamel and Prahalad (1994, p. 59), among others, gave it a little attention. The
system described below not only facilitates learning (including adaptation), but
it also facilitates learning how to learn, and unlearning.

Only entities that can display choice can learn and unlearn, that is, only
purposeful individuals or systems. Learning and unlearning can only take
place in the context of decision making. Therefore, systems that support deci-
sion making should facilitate rapid and effective learning and unlearning and,
of course, the acquisition and development of information, knowledge, and
understanding. In addition, a learning support system should facilitate the fol-
lowing aspects of decision making.

¢ Identification and formulation of problems

* Making decisions—that is, selecting a course of action

¢ Implementing the decisions made

¢ Controlling implementation of the decisions, their effects, and the as-
sumptions on which they are based

e Provide the information required to carry out these functions.

The Design

The design illustrated in figure 1 is meant to be treated as a theme around
which each organization should write its own variation, one suited to the
uniqueness of its structure, business, and environment. No two of its applica-
tions have ever been exactly the same. For example, its application in the North
American organization of General Motors is very different from its application
in one of the divisions of DuPont. It should be noted that the apparent com-
plexity of the design derives from the not-so-apparent complexity of the pro-
cesses of learning and adaptation. All the functions contained in the model are
usually carried out in the mind of an individual who learns from experience,
most of them, of course, unconsciously.

Numbers and letters in parentheses below refer to figure 1. The boxes
shown in figure 1 represent functions, not individuals or groups. As will be
seen, they may be performed by individuals or groups or even by computers
and related technologies.

Since the support of learning should be continuous, a description of it can
begin at any point, but it is easiest to follow if we begin with the generation of
data, information, knowledge, and understanding (1) about the behavior of the
organization being managed and its environment. These inputs are received by
the decision support function.

In another article (Ackoff, 1967), I argued that management suffers more
from an overabundance of irrelevant information than from a shortage of rel-
evant information. Therefore, I suggested that a management support system
should filter incoming messages for relevance and condense them to minimize
the times required to acquire their content. That these two functions have re-
ceived relatively little attention in the learning literature is, in my opinion, a
serious deficiency.

Data must be processed to convert them into information, knowledge, or
understanding; therefore, data processing is a necessary part of the decision
support function. Information, knowledge, or understanding is transmitted to
the decision-making function in response to its request for support (2).

When the decision makers receive the information, knowledge, or under-
standing with which they are provided, they do not always find it useful. They
may find it unreadable or incomprehensible, doubt its validity, or question its
completeness. Therefore, the receipt of information often leads them to addi-
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published Ackoff's Best. In that way, readers
will increase their chances of gleaning in-
sight from the incredible amount of know!-
edge, understanding, and wisdom developed
by this very thoughtful man, an important
portion of which is presented in the article
reprinted here.

ACKOFF

On Learning and the Systems That Facilitate It



ACKOFF

On Learning and the Systems That Facilitate It

20

Decision Making

|€«———— (10b) Change

<
<

Figure 1

Environme!

(5) Instructions,
— & Motivational
Messages

— (3) Information, Knowledge, Understanding —

(2) Requests for Support —————»

(13) Threats and Opportunities —

Organization

(6) Decision Record: Expectations, Assunptions, Information, and Process Used

7~ (14) Diagnostics & Prescriptive Record
( 16/ Change
A4
<«——— (9a) Deviants

Diagnosis and < Memory and
Prescription —l Comparator
T (10d) y

(10c) Change }

Change
nt

1

Symptom and

Pre-symptom Analyzer
Organizational & Environmental

Surveillance

@ (1) (0a) @

Inquire  pata Change (15) (11) Monitoring
Information Monitoring Performance Reports
Knowledge Required Indicators

Understanding (9b)
Record of
y Comparisons
Decision Support -«

(7) Monitoring Requirements ———>»

Management learning and

adaptation system.

Information
Knowledge
Understanding

File/Bank
Including Personnd
Competence & Competencies
Inventory

tional requests (2). Such requests require two additional capabilities of the deci-
sion support function. This subsystem must be able to generate new data—that
is, inquire (4) into the organization and its environment so that the additional
data, information, knowledge, or understanding (1) required can be obtained. It
must also have the ability to reuse data, information, knowledge, or understand-
ing previously received or generated. This means that it must be able to store
data in retrievable form. A data-storage facility is a file/bank, whether it resides
in a drawer or in a computer. It is a part of the decision support function.

Once the new or old data have been processed to provide the information
believed to be responsive to the request received from the decision-making
function, it is transmitted back to them. This request-fulfillment cycle may
continue until the decision makers either have all the information, knowledge,
or understanding they want or have run out of time and must make a decision
with whatever they have. In some cases, they may believe that the time and
cost of further inquiry is not likely to be justified by the improvement or in-
crease of information, knowledge, or understanding they believe is possible.

The output of a decision to do something is a message that is either instruc-
tive or motivational (5) and is addressed to those in the organization whose re-
sponsibility it will be to carry out the instructions or whose motivation is the
target. An instruction is a message to others or to oneself that is intended to
increase or maintain the efficiency of the organization. A motivational message
is one intended to effect the organization’s, or some of its (internal or external)
stakeholders’ values, hence the organization’s effectiveness. A decision, of
course, may be to do nothing as well as to do something. In this case, no in-
structions are required but a decision record (6) is.

Every decision has only one of two possible purposes: to make something
happen that otherwise wouldn’t or to keep something from happening that oth-
erwise would. In addition, there is always a time by which the effect of the deci-
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sion is expected. Therefore, to control a decision, its expected effects and the
expected times of their realizations should be made explicit and recorded. All
this is equally true of decisions involving the implementation of a decision. If,
for example, a decision has been made to build a new factory, there are expec-
tations about when it should be completed, what it should cost, and so forth.
Implementation decisions should be separately recorded and tracked. In addi-
tion to the expected effects and when they are expected, for each decision a
record should be kept of the information, the assumptions on which the expec-
tations are based, and the process by which the decision was reached, by
whom, and when.

All this should be recorded in the decision record (6) that should be stored
in an inactive memory and comparator. (An example of a decision record that
has been used is shown in figure 2.) There is more on the comparator below.
Because human memories are inclined to modify their content, especially fore-
casts and expectations, over time, it is important that the memory employed
be completely inactive. Inactive storage of information may be the only thing
a computer can do that a human cannot do.

A version of the decision record (6), monitoring requirements (7), should
be sent to the decision support function, which has responsibility for check-
ing the validity of the expectations, assumptions, and information used in
making the decision and for its implementation. When obtained, information
about the validity of the expected effects, the relevant assumptions, and the
information used should be sent to the memory and comparator in the form
of a monitoring report (8). Then, using the information on the decision record
(6) stored in the memory and the monitoring reports (8), a comparison should
be made of the actual and expected effects and the assumptions and relevant
occurrences.

Decision Record Issue Identification No.:
Prepared by:

Description of issue: Who is responsible for implementation (if anyone)?:

Figure 2 An example of a decision
record.

Implementation plan:

Outcome (check one):

No decision ___ Decision to do nothing

Decision to do something (Describe):

Observations on the decision-making process:

Documents pro:

Expected consequences or effects, and when they are expected:

Documents con:

Upfront learnings, if any, from dealing with this issue:

Expected consequences or effects, and when they are expected:

Assumptions on which expectations are based:

Additional comments:

Information used:

Who participated in dealing with the issue?
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When the comparator finds no significant difference between expectations
and assumptions and the performance actually observed and reported in the
monitoring report (8), nothing need be done other than to enter a record of com-
parisons (9b) in the memory for future reference. This record preserves what is
known or believed. Therefore, it should be stored in an easily retrievable form,
for example, by the use of key words. If a significant difference is found, how-
ever, it is reported as a deviant (9a) to the diagnosis and prescription function.

Such deviations indicate that something has gone wrong. A diagnosis is
required to determine what is wrong and what should be done about it. The
purpose of the diagnosis is to find what is responsible for the deviations and
to prescribe corrective action. In other words, the diagnostic function consists
of explaining the mistake, and therefore, producing understanding of it.

There are only a few possible sources of error, each of which requires a
different type of corrective action.

1. The information, knowledge, or understanding (3) used in making the
original decision was in error, and therefore the decision support function
requires change (10a) so that it will not repeat that type of error. The in-
formation used in decision making can also come from the symptom and
presymptom analyzer that is described below. Therefore, it too may re-
quire change (10d).

2. The decision making may have been faulty. In such a case, a change (10b)
in this subsystem should be made.

3. The decision may have been correct, but it was not implemented properly.
In such a case changes (10c) are required for either the behavior of those
in the organization who were responsible for the implementation or the
communication, instructions and motivational messages (5), to them.

4. The environment may have changed in a way that was not anticipated. In
such cases, what is needed is a better way of either anticipating such
changes, decreasing sensitivity to them, or reducing their likelihood. Such
changes involved changes (10a, 10b, or 10c) in either the decision support
function, the decision-making function, or the organization.

Through these types of corrective actions, the diagnosis and prescription
function assures both learning and adaptation.

Now consider how threats and opportunities that are not related to previ-
ous decisions are identified and formulated. A symptom indicates the presence
of a threat or an opportunity. It is one of a range of values of a variable that
usually occurs when something is exceptionally right or wrong but seldom
when things are normal. For example, a fever is an abnormally high body tem-
perature that is seldom associated with good health but frequently associated
with illness.

Variables used as symptoms are properties of the behavior of the organi-
zation or its environment. Such variables can also be used dynamically as
presymptoms or omens: indicators of future opportunities or problems. A
presymptom is nonrandom, normal behavior, for example, a trend, a (statisti-
cal) run, or a cycle. Therefore, a trend of rising body temperature, each of
which is separately within the normal range, is a predictor of a coming fever.
There are many statistical tests for non-randomness, hence presymptoms, but
the naked eye and common sense can identify many of them.

A complete management learning and adaptation system regularly obtains
information on a number of internal and external performance indicators (11),
some of whose values are revealed as symptoms and presymptoms (12) by the
symptom and presymptom analyzer.

When symptoms and presymptoms (12) are found, they are sent to the
diagnosis and prescription function. Once a diagnosis is obtained, the threats
and opportunities (13) revealed are reported to the decision-making function.

Whenever the diagnosis and prescription function prescribes a change, a di-
agnostic and prescriptive record (14) of it should be prepared. This record is sent
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to the memory and comparator where its content can be compared with the facts
supplied by the decision support function in response to the monitoring required
(15) issued by the diagnosis and prescription function. Deviants (9a) are then
reported to the diagnosis and prescription function where corrective action should
be taken. Such corrective action may involve change (16) of the diagnosis and
prescription function or making any of the types of change previously referred to.
Such changes are what makes possible learning how to learn and adapt.

Finally, information on threats and opportunities (17) may be sent directly
to the decision-making function by a source within the organization or its en-
vironment but outside the management learning and adaptation system.

Implementation

As was noted above, the functions shown in figure 1 may be carried out by
individuals or by organizational units. In a small organization, the entire sys-
tem can be carried out by one person.

All the functions except diagnosis and prescription (g) can currently be
automated to some degree. This ability increases over time with the further
development of computers and communication technologies.

Parts of the system can be created separately. Obviously, free-standing
management information systems are commonplace, but I believe it is wrong
to start by building such a system. I think it is wrong because the other parts
of the learning support system are seldom added subse-
quently when an information subsystem is created first.
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The problems of maintaining such a system are so great __ wjisdom involves awareness of the

that little energy and time are left for extending the system

to other functions. In general, it is better to create a com- /ong—run consequences of actions
plete learning support system for part of an organization and their evaluation N

than a subsystem for the whole organization. Complete
and coordinated systems are more likely to be developed
by other parts of the organization than are subsystems to
serve the entire organization.

If only one part of a system is to be developed separately, it should be the
control subsystem—monitoring decisions made, correcting errors, and detecting
changes that require attention in the organization managed or in its environ-
ment. There are several reasons for this preference. First, the payoffs come much
sooner than they do from constructing an information system and are much
more visible. Second, a successful control system in one part of the organization
invites other parts to follow suit. Third, the successful operation of a control
subsystem leads naturally to inclusion of other subfunctions. Unlike an informa-
tion system, a control system does not give the impression of being self-suffi-
cient. Finally, without the type of control described here, unlearning is not very
likely, and without unlearning, learning is difficult or impossible to achieve.

Acquisition of Wisdom

We normally do not refer to the acquisition of wisdom as learning perhaps,
because it is not normally associated with schooling. It is usually associated
with age and experience because it is concerned with the long-run conse-
quences of action. Therefore, the acquisition of wisdom tends to be anything
but systematic.

Because wisdom involves awareness of the long-run consequences of ac-
tions and their evaluation, it necessarily requires ethical judgments. Such judg-
ments can only take place where choice is possible. (This is why ethics is a
distinctively human concern.) Therefore, ethics necessarily requires the pres-
ervation and increase of legitimate options available to others as well as to
oneself. Legitimate options are those that do not reduce the options available
to others.
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Wisdom must be directed toward the maintenance, if not the increase, of
options for two reasons. First, we cannot forecast with accuracy most long-range
consequences of choices made today so we must allow for possible error; sec-
ond, we cannot predict with accuracy what choices we and others will value in
the future. Both of these deficiencies are exacerbated by the accelerating rate of
change occurring in our environments and their increasing complexity.

To assist in the acquisition of wisdom, a record should be made of the
expected long-range effects of decisions, if any, and their ethical evaluations.
When the actual consequences become apparent, they should be assessed
ethically. The assessment process should be treated much like the diagnostic
and prescriptive function in the system described above. Where an unethical
consequence occurs, it should be noted and recorded in a memory so that fu-
ture wrongs of this type can be avoided or made less likely.

Conclusion

I have tried to show how learning and adaptation—the acquisition and pres-
ervation of information, knowledge, and understanding—can be facilitated. A
good deal of such a system can be computerized, but it need not be. The en-
tire system can be installed in either a single mind or multiple units of a large
organization. In addition, I suggested how the acquisition and preservation of
wisdom might be initiated in a manner similar to the way information, knowl-
edge, and understanding are treated in the management learning and adapta-
tion system described here. The principal difference in the acquisition of
wisdom lies in the amount of lapsed time between decision and evaluation of
consequences. This increases the importance of acquiring it whenever and
wherever it is possible to do so.
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Metanoic Organizations
In the Transition to a
Sustainable Society

Charles F. Kiefer and Peter M. Senge

'wo distinct, long-term dynamics are now merging to create unique forces for

social change: One is the life cycle of industrial growth; the other is the eco-
nomic long wave. The life cycle is a one-time phenomenon, based on depletion
of finite natural resources such as land, oil, natural gas, water, and the capac-
ity to dissipate pollution. Abundant resources, often at diminishing real costs,
gave rise to a period of unprecedented industrial expansion with little attention
to the longer-term consequences of growth for the environment.

During the transition to a postindustrial society, the interdependencies be-
tween the economic system and the environment become clear, with a concomi-
tant shift in attitudes and values. The Limits to Growth by Meadows et al. and
subsequent studies point to the present as a time of unprecedented stress, where
the attitudes, values, and expectations of the industrial-growth era are chal-
lenged for the first time. Pitirim Sorokin, founder of the department of sociol-
ogy at Harvard University, forecast over a half-century ago that industrial
society would become increasingly disillusioned with its materialistic goals,
decline, and then perhaps reemerge as an “integral culture” characterized by a
balance between material and spiritual values. With 20 years of survey evi-
dence, Daniel Yankelovich today sees just such a shift. He argues that “instru-
mentalism,” which views material possessions as the instruments for generating
satisfaction, is gradually being supplanted by a “sacred” outlook that seeks the
intrinsic value of human experience in the family and the workplace.

The transition to a postindustrial economy spans probably 30-50 years. What
makes the 1980s a period of particularly rapid change is the concurrent cresting
of the economic long wave or Kondratieff wave. This is historically a period of
economic stagnation, as the major depressions of the 1830s, 1880s-1890s, and
1930s show; but it is also a period of experimentation and innovation. Economic
growth since World War II has been built primarily on a series of remarkable in-
novations—television, jet propulsion, digital computation—that came to light in
the 1930s and 1940s, that is, during the last long-wave transition.

The long-wave transition is a period of great stress for private business.
Bankruptcies are high, particularly in older, traditional industries. Pressures to
cut costs and maximize flexibility handicap the top-heavy bureaucracies of the
former period of relatively stable growth. Economic conditions favor more resil-
ient organizations that can adapt to complex technological and market changes.

The convergence of the life cycle of industrial development and the eco-
nomic long wave is causing fundamental changes in the business environ-
ment. The life cycle is creating fundamental shifts in values and attitudes. The
long wave is creating extreme economic stress. A small but significant num-
ber of American corporations are emerging as prototypes of a new kind of or-
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Foreword

When we wrote this article more than 17 years
ago, its ideas made great sense to us. More-
over, they arose from approximately 10 years
of experience from consulting and workshops
with senior and midlevel managers. However,
to say the least, they were "on the fringe" of
management theory and practice. Looking
back now, we are surprised to see how widely
some of these ideas have spread—such ideas
as vision, alignment, empowerment of people,
systems thinking, and more decentralized or-
ganization designs.

None of this, however, means that the no-
tion of metanoia, a fundamental movement of
mind, is either well understood or widely em-
bodied in today's organizations. In some ways,
the more that basic ideas become familiar to

Charles F. Kiefer
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us, the more easily may the deeper meanings
that lie behind them elude our grasp. We all
speak the proper words but, in so doing, may
mislead ourselves into thinking that new
words mean new understanding and new
practices. Everywhere today people speak of
"vision," but how many think about purpose-
fulness, what it would mean if each and every
person worked from a deep sense of their
work? Likewise, empowerment has become a
buzzword in recent years, but how many have
actually thought about the key assumptions
that lie behind it—assumptions both about
people and about the inability to control com-
plex living systems from the top? The same
rise in popularity seems now to be happening
with so-called systems thinking; yet, how
many organizations actually are seriously in-
vesting in developing new capabilities by
which to understand cause and effect as dis-
tant in time and space? How many are start-
ing to escape the addiction to "quick fix-itis"
that afflicts industrial-age institutions, the in-
cessant focus on short-term fixes that end up
creating more damage in the long term?

Looking now at this article, we can see the
flaws in the picture we painted 17 years ago.
For example, we surely gave too little attention
to the importance of learning processes that
can increase the intelligence of local decision
makers and align local actions across large or-
ganizations. The absence of such learning pro-
cesses can prove fatal for inspired innovators
seeking to empower and decentralize. At the
time, we had little experience with the extraor-
dinary personal, political, and cultural chal-
lenges involved in redistributing power in large
enterprises. We talked in the article mostly of
younger, smaller enterprises and neglected the
important questions of bringing about change
in large, tradition-bound institutions. These are
things about which we have all been learning a
good deal in recent years.

All'in all, we found that rereading our ru-
minations of many years ago left us proud of
sticking our necks out and encouraged us—
all of us—to be bolder in moving forward.
Likely, the next 17 years will bring no less
dramatic changes than have the last 17.

ganization. We call them “metanoic” organizations, from a Greek word mean-
ing a fundamental shift of mind. The term was used by early Christians to
describe the reawakening of intuition and vision. These organizations operate
with a conviction that they can shape their destiny. They nurture understand-
ing of and responsibility for the larger social systems within which the indi-
vidual operates. Their role in the transition to a sustainable society is vital, for
metanoic organizations evidence a unique sense of corporate responsibility for
the larger social systems within which the individual operates. Their role in
the transition to a sustainable society is vital, for metanoic organizations evi-
dence a unique sense of corporate responsibility. Unlike the defensive, nar-
rowly self-serving nature of most “corporate responsibility” programs, the
activism of metanoic organizations centers on the long-term viability and vi-
tality of the larger social system within which the organization operates.

Metanoic Organizations

We use the term “metanoic organization” to describe a unifying principle un-
derlying a broad base of contemporary organizational innovations: that indi-
viduals aligned around an appropriate vision can have extraordinary influence
in the world. Antecedents of the metanoic organization can be found in many
places: the management theories of Douglas MacGregor, for example; the writ-
ings of systems theorists like Jay Forrester, and the basic beliefs in freedom and
self-determination expressed in the founding of this country. In metanoic or-
ganizations, these beliefs form a coherent organizational philosophy with four
primary dimensions: (1) a deep sense of vision, or purposefulness; (2) align-
ment around that vision; (3) a persistent focus on systematic organizational
design; and (4) the balance of reason and intuition.

At the heart of the metanoic organization is a deep sense of purposeful-
ness and a vision of the future. The vision can be abstract, such as excellence,
service, or creativity. In one company, people speak of the “diamond in the
sky” to symbolize the excellence they strive for. Their vision is also to demon-
strate that people are most creative within a context of freedom and responsi-
bility. Alternatively, the vision can be concrete. At one computer manufacturer,
the vision is to build a computer that never breaks down. In another, it is to
build the world’s largest and most powerful computer.

Although the substance of the vision obviously varies from firm to firm,
the alignment of individuals around that vision is inherent in all metanoic or-
ganizations. Alignment is a condition in which people operate as part of an in-
tegrated whole and is exemplified in that profound level of teamwork that
characterizes exceptional sports teams, theater ensembles, and symphony or-
chestras. When a high degree of alignment develops among members of a
team committed to a shared vision, the individuals’ sense of relationship and
even their concept of self may shift. In Eupsychian Management, Abraham
Maslow observed that in a highly aligned business team “the task was no
longer something separate from the self, something . . . outside the person and
different from him, but rather he identified with this task so strongly that you
couldn’t define his real self without including that task.”

Alignment is crucial for two reasons. First, it bonds a group of disparate
individuals into a common body, wherein each feels that his or her contribu-
tion matters. Secondly, highly aligned teams can produce results most people
think impossible. Just as the 1980 U.S. Olympic hockey team shocked the
world by winning the gold medal against the vastly more talented and experi-
enced Russian and Finnish teams, when this synergy is sustained in business
teams, overall performance improves dramatically.

The third characteristic of metanoic organizations is a consistent focus on the
organization as a complex system. Though attention in most organizations is cus-
tomarily focused on events and personalities, attention in metanoic organizations
is continually redirected toward basic design. Understanding the organization as
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an integrated system can reveal how policies that maximize performance in one
area may be detrimental to the organization as a whole, or how policies that boost
short-term results may erode profits in the long run. Each of the companies de-
scribed below has implemented basic innovations in organizational design. Most
are highly decentralized, in some instances breaking totally with traditional, hi-
erarchical structure. All have developed incentive systems that encourage em-
ployee initiative, responsibility, and a sense of ownership. All continually evolve
policies and structure as required to realize their vision.

Yet this quest to understand complex systems is tempered by the recogni-
tion that there is no “complete” model of the organization. Consequently, in-
tuition must complement rational analysis and planning in order to understand
the company’s internal dynamics as well as its interactions with its environ-
ment. Vision and alignment are also intimately liked to intuition. A compel-
ling and inspiring vision by its very nature transcends rationality. Likewise,
alignment develops from the intuitive interconnectedness of people that allows
individuals to act spontaneously in the best interests of the whole. Noted fu-
turist Willis Harman has observed that at the heart of the world’s spiritual tra-
ditions is the notion of a personal “life plan” that is known only by listening
to our creative “inner voice.” He writes, “Acting in accordance with this ‘plan,
I can expect my actions to be in harmony with the ultimate well-being of all
those around me.” “The founding fathers who set up this nation were very
clear on this. They specifically recommended the way in which this nation
should govern itself, the way in which choices should be made, namely
through this kind of collective listening.”

Highly aligned groups perform complex tasks in ways that cannot be
planned rationally. In Second Wind: Memoirs of an Opinionated Man, former
basketball star Bill Russell describes this intuitive component of alignment in
recounting games that were

more than physical or even mental . . . and would be magical. . . . It was almost
as if we were playing in slow motion. During these spells I could almost sense
how the next play would develop and where the next shot would be taken. . . .
My premonitions would be consistently correct, and I always felt then that I not
only knew all the Celtics by heart, but also all the opposing players, and that
they all knew me.

Case Studies

The metanoic organization represents an ideal toward which many companies
appear to be evolving. The four companies below have been selected because
they have advanced further than most toward this ideal. They exemplify how
the general principles described above can be translated into specific changes
in design and policy and the importance of such changes to the individual and
to the organization.

Kollmorgen Corporation

Kollmorgen is a diversified manufacturing company headquartered in Stamford,
Connecticut. It markets printed circuit boards, periscopes, electro-optical equip-
ment, specialty-purpose electric motors, and related products. Sales in 1981 were
$230 million, having doubled every 3 1/2 years for the past ten. Comprised of
13 virtually autonomous divisions, the company embraces a small-is-beautiful
philosophy through decentralization. Each president reports to a division board
of five or six other division presidents and corporate officers, replicating the re-
lationship between a corporate chief executive and a board of directors. Impor-
tant decisions, such as capital expansion, R&D expenditures, and the hiring and
promotion of senior management, remain at the division level. Divisions are kept
small (typically less than $50 million in sales and 500 employees) so that each
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Lotte Bailyn

Commentary

by Lotte Bailyn

Reading this 1982 article by the young Peter
Senge and Charles Kiefer, the then-president
of Innovation Associates, | felt suspended in
time between The Limits to Growth and The
Fifth Discipline. Here is all the concern about
sustainability and what industry is doing to
the environment, the key role of vision and
purposefulness, and the importance of
aligning individuals around them. The orga-
nizations they envision as encompassing the
necessary characteristics they call metanoic,
indicating a fundamental shift of mind, an
entire new set of assumptions about the na-
ture of individuals, organizations, and indus-
trial growth. Their key characteristics build
on Jay Forrester's system thinking, on
McGregor and Maslow, and on a certain
amount of intuition and spirituality.

The basic message is that given the right
assumptions and understanding correctly the
embeddedness within a system, a corpora-
tion's business growth and sustainability are
not incompatible. Thinking systemically and,
in the long range, decentralizing control,
aligning to a vision, and empowering the in-
dividual are the keys to the metanoic organi-
zation. Further, these organizations, which
apply the principles to their own design, are
the hope for a sustainable society. In 1982,
the authors were optimistic that the number
of such organizations would increase and
quoted one manager who said, "Our way of
operating is just so far superior...others will
have a hard time competing.”

Herein lies the challenge to the re-
searcher. Despite the compelling logic of the
argument, we are no nearer now to a spread
of these principles than we were then. A few
organizations still fit the bill (though not al-
ways the same ones), but not many more—
perhaps even fewer after reengineering,
downsizing, mergers and acquisitions, and a
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general shift of the "employment contract”
away from the common good. We continue
to be aware of the danger of thinking in
terms of either-or dichotomies: cost versus
quality, profit versus protecting the environ-
ment, shareholders versus employees.

Yet, our behavior continues to reflect this
either-or thinking. Local successes with
changing such work practices (e.g., estab-
lishing a learning organization, designing
work so that both business goals and em-
ployees' personal needs can be met) tend
not to be sustained. Why? What stands in
the way? How can we explain the resistance
of organizations to follow a logic that seems
so self-evident? The argument continues to
be made in ever more compelling ways and
with better and more complex examples, but
the results stay stubbornly constant. We
need to understand and explain this phe-
nomenon. The sustainability of our society
may depend on it.

employee can feel part of a family where his or her contribution matters. When
divisions grow past this point, they generally split. Although there are about
4,500 employees in Kollmorgen, the corporate staff numbers only 25.

This organizational design is intended to expose all employees to the in-
centives and pressures of a free market. All employees share in their divisions’
profits. Not only are the divisions run as free-standing businesses; product
teams within divisions function highly autonomously. They may share equip-
ment and overhead support with other teams, but they typically set their own
prices, determine their own sales goals, and manage their own production
schedules. Incentives within product teams are great, for most new divisions
grow out of successful ones.

Organizational innovation has recently extended to corporate management.
A “partners group” of the division presidents and senior corporate officers has
been formed to bring freedom and equality into corporate policymaking. Deci-
sions are by consensus, each partner having veto power over any major issue.
In this atmosphere, absolute honesty and trust are imperative.

Cray Research

Unlike Kollmorgen, Cray Research manufactures several versions of a single
product: the Cray 1, one of the world’s largest computers. It is used for such
tasks as weather forecasting and simulation of nuclear power generation, that
require very large data-base and computational capacity. Sales in 1981 were
$100 million, with growth in the 50%-100% range over the past five years. The
company currently employs about 1,100 workers, mostly in the Minneapolis—
St. Paul area, where it was founded in 1972.

Although a divisional structure like Kollmorgen’s would be inappropriate
to Cray’s limited range of products, Cray embraces the same objectives of free-
dom, honesty, and responsibility. Product-development and marketing teams
are small and independent, often located in separate facilities. As Chairman
and Chief Executive Officer John Rollwagen explains, “We have always found
that people are most productive in small teams with tight budgets, time dead-
lines, and the freedom to solve their own problems.”

One of the things that distinguishes Cray is a pervasive spirit of people
collectively engaged in a significant and daring undertaking. The technical and
managerial challenge of building the world’s most powerful computers seems
to be shared throughout the organization. Rollwagen sees the ability to pur-
sue “audacious tasks” as central to Cray. Moreover, he believes that they can
be easier for an organization to achieve than more mundane goals: “Such a
vision creates an environment that takes people beyond day-to-day problems.
It creates enormous excitement. While this seems very risky, it’s not really,
because people are focused on a single purpose, and they know that there’s
no backup.” He views this focus on a single vision as the key to Cray’s man-
agement style: “If we lost track of our overriding purpose, all the other things
we do would not be enough to guarantee our success.”

Dayton-Hudson Corporation

Dayton-Hudson is a large retail operation headquartered in Minneapolis. Cre-
ated in 1969 by the merger of two large department store chains, the company
currently has approximately $5 billion in sales and about 88,000 employees in
several autonomous divisions. The whole corporate staff numbers 250, how-
ever, a ratio of only one corporate person to about 400 employees.

A corporation’s normal priority is to make money for shareholders. A dis-
tinctive feature of Dayton-Hudson, however, is its commitment to four constitu-
encies: its customers, its employees, its shareholders, and its community—in that
order. It is precisely this commitment to customers and employees that allows
them, they believe, to server their stockholders. The company envisions itself as
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the “purchasing agent for its customers.” Its commitment to its employees is
most evident in a strong emphasis on decentralized authority and decision mak-
ing by consensus, as illustrated by the unwritten rule that all four principal cor-
porate officers must agree on key corporate policy questions. A level of employee
participations that is unique in the retailing industry is found in several divi-
sions—for example, Mervyn'’s, a department store chain on the West Coast that
has grown at over 50% for the past five years through this philosophy.
Dayton-Hudson is also distinguished in its social commitment. The com-
pany was one of the founders of the Minnesota 5% Club, which now includes
a large number of corporations that give at least 5% of their pretax earnings
to local social programs. The corporation views this giving as an important
business investment, since its long-term profitability is intrinsically linked to
the economic and social well-being of the communities in which it operates.

Analog Devices Incorporated

Analog Devices is a Norwood, Massachusetts, manufacturer of analog-digital
converters and related devices for computerized measurement and control sys-
tems. The company has grown at 35% a year for the past five years (1981 sales
of about $200 million) thanks in large part to a clear corporate philosophy that
values the contribution of each individual. ADI’s value statement could have
been taken from any of the organizations we have studied:

1. We believe people are honest and trustworthy, and that they want to be
treated with dignity and respect.

2. They want to achieve their full potential, and they’ll work hard to do so.

3. They want to understand the purpose of their work and the goals of the
organizations they serve.

4. They want a strong hand in determining what to do and how to do it.

5. They want to be accountable for results and to be recognized and re-
warded for their achievements.

This commitment to the individual is again maintained through decen-
tralization and distributed decision making. Chairman and President Ray Stata
works to erode the mentality of hierarchy. The corporation explicitly places its
first commitment to employees (followed by customers, then stockholders).
Workers are regularly reminded, as Stata puts it, that “Human judgment is
above procedure and on an equal footing with policy at Analog.” Stata seeks
“to break the procedural syndrome, whereby people seek to impose them-
selves on others through establishment of rules.”

Respect for the individual is independent of his or her position in the or-
ganization. People at Analog seem determined to create an environment where
power and influence derive from ability and commitment, not position. “We
are not trying to eliminate all hierarchy,” Stata says, “but to undercut the value
system that is linked to the hierarchy. The greatest limitation in traditional or-
ganizations is that people further down the hierarchy somehow consider them-
selves lesser beings than those above them.”

Others

Many other companies are developing along the same lines. Tandem Computer is
a young, rapidly growing company (1981 sales of $200 million) with a vision of
producing computers that offer continuous, nonstop service. It illustrates another
characteristic of the metanoic organization: a marked deemphasis of formal or-
ganizational structures and management systems. At Tandem, the structure
within working groups is fluid. People avoid memoranda and formal procedures
whenever possible, so communication is generally immediate and oral. As Jim
Treybig, Tandem’s president, says, “Most companies are overmanaged. Most
people need less management than you think.” Steak and Ale. a highly success-
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ful division of Pillsbury of over 300 restaurants, shows that freedom and indi-
vidual responsibility can thrive in the restaurant business as well as in high-tech-
nology manufacturing. By establishing company norms of honesty, integrity, and
open communication across all levels, Steak and Ale creates an atmosphere where
employees consider themselves directly responsible for customer satisfaction and
where most organizational change comes from the ground up.

Basic Assumptions

More and more, organizational specialists are examining “corporate culture” to
determine what distinguishes successful corporations. Edgar Schein, well-
known organizational theorist at the Massachusetts Institute of Technology
(MIT), suggests that corporate culture can be considered on at least three dis-
tinct levels: artifacts (language, rules and procedures, organizational structure),
values (explicit goals and principles for their pursuit), and basic assumptions.
He emphasizes that basic assumptions, however difficult they may be to ob-
serve, represent the deepest level of culture and must be examined to under-
stand how an organization affects its members. Such examination is
particularly important for understanding how metanoic organizations might
foster assumptions consistent with a sustainable society.

People Are Good, Honest, and Trustworthy

A central theme in every metanoic organization is that people are basically
honest and trustworthy and that each wants to contribute to the organization.
It is assumed that failure to behave accordingly signals the organization’s fail-
ure to create an atmosphere conducive to such behavior. Kollmorgen’s 1979
Annual Report expresses

an unspoken conviction that man is basically good, that each individual is the
basic measure of worth, and that each, by pursuing his own good, will achieve
the greatest good for the greatest number.

People Are Purposeful

That people are basically good and want to contribute is well known as the
“theory Y” view of management, to which the metanoic viewpoint adds a still
more spiritual, visionary dimension. Rollwagen of Cray says it is important to
“share the spiritual benefits of our success with all people in the organization.”
State of ADI sees alignment of personal and organizational purpose as a pre-
requisite for productivity. In his words, “I cannot commit a large part of myself
without a ‘rationalism’—that is, seeing the relationship between what I care
deeply about and what the organization stands for.” He believes that an
organization’s vision must reach from concrete business plans to a sense of
cosmic purpose aligned with people’s deepest values.

These views reflect a deep belief that personal satisfaction lies not in ma-
terial rewards alone but in the opportunity to pursue a lofty objective.
Metanoic organizations do not reject material rewards or the role of private
enterprise in generating wealth. They do reject the “instrumental” view that
people work solely for purchasing power, for they find no inherent conflict in
the pursuit of a lofty vision and financial gain. Indeed, most argue that the two
are complementary. This assumption is nowhere more clearly articulated than
in Kollmorgen senior management’s mission statement:

to fullfill its responsibility to Kollmorgen shareholders and employees by creat-
ing and supporting an organization of strong and vital business divisions where
a spirit of freedom, equality, mutual trust, respect, and even love prevails; and
whose members strive together toward an exciting vision of economic, technical
and social greatness.
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Each Individual Has a Unique Contribution to Make

It is frequently assumed that only the extraordinary individual matters and the
only power that matters is positional power. Those not formally in positions of
power can at best connive to influence those who are. In metanoic organiza-
tions, positional power is secondary to what James MacGregor Burns and War-
ren Bennis call “transformational power,” or the capacity to empower oneself
and others to realize a common vision. It grows from the clarity of the
individual’s personal purpose and commitment to the organization’s vision,
not from position in the hierarchy.

John Rollwagen illustrates the importance of individual commitment by
relating that within the Cray 1 computer is a cylindrical mat (about a foot
thick, four feet in diameter, and five feet high) of some 70 miles of hand-wo-
ven copper wire. It takes three shifts of four people working three months to
wire a Cray computer. In the past two years, many have been completed with-
out a single mistake in over 100,000 connections! Not only is this a source of
tremendous pride for the wiring teams, it has had a direct impact on the com-
pany as a whole. When the wiring is completed on time and is mistake-free,
the computer passes inspection and is ready for delivery a month early. The
result is not only a significant saving in cost but a direct gain in revenue, since
a Cray 1 computer rents for close to $300,000 a month. Everyone in Cray ben-
efits because all employees are on profit sharing.

Complex Problems Require Local Solutions

Complex “system” problems have long been held to require large, institutional
solutions. This assumption has dominated our approach to public issues, re-
sulting in an ever-increasing government involvement in fighting urban decay,
environmental stress, and economic stagnation. Analogously, inside our orga-
nizations we assume that major problems, such as falling productivity or mar-
ket share, must be solved from on top.

By contrast, metanoic organizations show that small institutions can typi-
cally be more responsive than large ones and that local decisions can be more
effective than centralized ones. They have developed ways of making the
smallest feasible unit an autonomous and effective decision-making body. As
Stata explains:

We try to adopt an organismic approach to management control. We continually
emphasize local control for local problems, because it’s simply not possible to
figure it all out from the top.

We try to decouple local control from hierarchical control. The management hi-
erarchy needs to provide direction, awareness, and a sense of how the game is

played, but it needs to respect the greater ability of small groups to solve their

own problems.

Rollwagen adds that “We need to rely on individuals and small groups to iden-
tify and correct their mistakes. By the time a mistake gets to top management,
it’s often too late for effective correction.” Decentralized, participatory decision
making at Dayton-Hudson is exemplified by the weekly “ad meetings” at
Mervyns, where merchandising managers from the entire company lay out a
week’s advertising. The open, free-flowing, and often confrontational meetings
are a far cry from centralized advertising planning and so are the results: New
ads are produced in three weeks, whereas competitors average 16.

A company’s commitment to decentralization can be no stronger, how-
ever, than its faith in the wisdom and responsibility of the individual worker.
Most managers do not trust people to function efficiently and effectively with-
out elaborate rules and procedures. However, when we asked a division man-
ager at Kollmorgen to see the procedure manual, he said simply, “We don’t
have one. We trust people.” Another commented wryly, “It’s the Bill of Rights,
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Ten Commandments, the Sermon on the Mount, and the company bonus plan.
Why rewrite something that already exists?”

The Concept of Leadership

In traditional organizations, including our federal government, the people at
the top are seen as the people in control. By contrast, leaders in metanoic or-
ganizations are responsible for sustaining vision, catalyzing alignment, and
evolving structure. They frequently conceive of themselves as teachers, but
they do not control the system. Most do not even think it is possible to control
an organization effectively from on top.

In the past those who led and those who are led have represented sepa-
rate, if not antagonistic, classes. Leaders were assumed to possess unique un-
derstanding and power. This authoritarian attitude runs deep. As Stata

observes, “Much of our traditional organizational thinking
is derived from the Catholic Church and the Roman Army,

... leaders in metanoic organ izations institutions predicated on the notion that the person on top

are responsible for sustaining vision,

has information and influence not shared by others.” To
overcome such notions, leaders in metanoic organizations

catal Yz in ga li gnmen t, an d evolvin q typically involve themselves heavily in teaching employees

Structure. ..

how the organization operates. As Jim Treybig at Tandem

says, “Each person in the company must understand the

essence of the business.” “We want to run the company in

a completely open way,” says Swiggett of Kollmorgen, “so
that there are no information monopolies—everybody knows everything. We
don’t want secrets. We don’t want ‘closed books.” We don’t want people feel-
ing special by virtue of the fact they have certain information.”

However, efforts to break down the barriers separating different levels in
the organization are not always welcome, particularly by those who come from
authoritarian backgrounds, be they managers or not. Swiggett says, “Many
people have been brought up with the idea that they cannot operate if they
haven’t got somebody telling them what to do. People are comfortable with
authority; they’ve built their lives on it.” Leaders in metanoic organizations
recognize that they must work continually to overcome the authoritarian men-
tality, because it is inimical to the spirit of equality and responsibility they seek.

Me and You versus Me or You

Traditionally, there is in organizations an underlying assumption of separateness
and competition. The spotlight is on the distinct, often conflicting needs, desires,
and aspirations of individuals. People operate according to what Buckminster
Fuller calls the “me-or-you” orientation, vying for scarce resources such as
money and recognition, because they assume there is not enough to go around.

Metanoic organizations do not avoid competition; in fact, they seem to
share a unique zest for it. They are energized by the risks and rewards of a
challenging game. What is different is the context. Competition is transformed
by the pursuit of a common vision, ground rules for how the game is played,
and strong ethics of honesty and integrity. People insist on fair play and clear
rules. They want clear winners and losers. When people have, in Swiggett’s
terms, “an honest game” to play in pursuit of a lofty vision, creativity and in-
novation are maximized. In such a context, competition becomes a strategy
rather than an end in itself. Under these conditions, there may be interim win-
ners and losers, but all benefit in the long run.

Robert Galbin, chairman of Motorola, describes how this “me-or-you” at-
titude extends into the organization’s relation with its environment:

Generally in an industrial society, we are simultaneously suppliers and custom-
ers, licensors and licensees. We can’t do without each other. Each of us is better
off that the other survives. We must and do compete vigorously. At times, one of
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us will be a little better than the other, providing the opportunity to win on that
occasion. Next time the other may be the winner. Each competitor is important
to the market and to each other, for we need multiple sources. The world re-
quires diversity. The American society, to be dynamic and strong, needs the ag-
gregate of all the ideas and all the efforts.

Implications for a Sustainable Society

We have a good understanding of the mechanisms that generate material
growth in a free-market society. What sort of mechanisms might be in order
for a sustainable, free society? Some might come from a redefinition of self-
interest on the part of our private corporations to include the long-term vital-
ity of the social systems within which the corporation operates. Many have
argued that economic and social stability are necessary for business growth
and that corporate involvement in guaranteeing such conditions is only logi-
cal. Yet, businesses often fail to grasp this logic.

The failure of most corporations to see the link between sustainability and
business growth may be due to the fact that they themselves are trapped in the
same “unsustainable” cultural beliefs and assumptions as society at large.
Writing in Coevolution Quarterly, Donella Meadows, co-author of The Limits
to Growth, says these assumptions include:

There is not enough to go around, so someone must lose if others are to win.
Physical and environmental limits are far away, so they can be ignored.
Each individual must look out for himself.

The future will be much like the past, only bigger and better.

B W N =

The seed for a different type of relationship between the corporation and
society is present in metanoic organizations. The assumptions in these orga-
nizations differ sharply from those listed above. There is an attitude that “ei-
ther we all make it, or none of us does.” It is assumed that everyone can win
and that each individual has an important part to play in determining that
outcome. In effect, there develops an awareness of and sense of responsibility
for the larger social systems within which the individual operates.

Systemic Awareness and Responsibility

Awareness of a larger system arises naturally from alignment around a common
vision. This is exemplified by the individual players in an orchestra, who know
that their success is intimately tied to the success of the others. Most of the or-
ganizational innovations discussed above serve to clarify how individual ac-
tions influence collective performance. For example, Kollmorgen’s divisions
split whenever they grow to the point that the individual can “no longer get his
hands around the business as a whole.” The emphasis in all the companies on
small, autonomous business units, be they product-development teams or re-
tailing groups, underscores the message that each individual’s actions matter.
By eschewing formal rules and procedures, the organization encourages the in-
dividual to be responsible for results, not for following rules. Individual respon-
sibility is reinforced by leaders who act as guides rather than as omnipotent
and omniscient controllers of the destiny of the company and its employees.
Responsibility for larger social systems carries over to the corporation’s
interaction with its environment. The corporate responsibility programs of the
metanoic organization tend to address the long-term well-being of the commu-
nities and regions within which they operate. Unlike the narrowly self-serving
social activities of many companies aimed at protecting business interests, the
metanoic organization sees its self-interest more broadly. The role played by
Dayton-Hudson in revitalizing the depressed Whittier section of Minneapolis
illustrates this. In 1977, Dayton-Hudson pledged a million dollars to help
found the Whittier Alliance, a nonprofit community-development partnership
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of local residents and businesses. Since its inception, the Alliance has assisted
in over 650 home improvements, rehabilitated nearly a hundred multifamily
units and converted them to cooperative home ownership, and upgraded
streets, sidewalks, and public squares. Most of the work has been done by resi-
dents and local businesses. In 1981, Dayton-Hudson concluded its formal part-
nership according to plan and left the community with new skills, a credible
community organization with visible accomplishments, and a renewed sense
of self-sufficiency. The process is now being repeated in Pontiac, Michigan
with plans for expanding into other communities.

Dayton-Hudson also encourages other corporations to become social ac-
tivists. It co-founded the Minnesota 5% Club in 1976, the first such business
group in the country, which has grown to include about 50 member organiza-
tions. The Club now plays a major role in fostering public-private cooperation
on key Minnesota issues.

Similarly, Analog Devices helped found the Massachusetts High-Technol-
ogy Council, an association of business leaders intent on promoting a health-
ful business climate in the commonwealth. One of the first issues confronted
by the MHTC was high property taxes, a barrier to attracting and holding tal-
ented young workers. The MHTC fomented “Proposition 2 1/2,” a referendum
to limit and reduce property taxes, which the voters passed resoundingly in
1980. Tax reduction has been complemented by a campaign led by Ray Stata
to boost business support of local universities and community colleges
through the “two-percent solution,” a pledge of 2% of corporate R&D expen-
ditures to institutions of higher learning. To State, “such a pledge isn’t a chari-
table contribution; it’s an investment in the company’s future.”

System Principles

Systemic awareness and responsibility alone are insufficient, however, for the
transition to a sustainable society. An advanced society in balance with its en-
vironment will also require a deeper understanding of the nature of complex
systems. Meadows argues that the unsustainability of our present society arises
from the lack of such understanding.

The world is a complex, interconnected, finite, ecological-social-psychological-
economic system. We treat it as if it were not, as if it were divisible, separable,
simple, and infinite . . .

No one wants or works to generate hunger, poverty, pollution, or the elimina-

tion of species. Very few people favor arms races or terrorism or alcoholism or
inflation. Yet those results are consistently produced by the system-as-a-whole,
despite many policies and much effort directed against them.

Meadows is describing the characteristic of complex systems often called policy
resistance—the tendency of systems to resist attempts to change their behavior.
Current economic issues such as stagflation, declining productivity, and weak
capital investment persist despite repeated efforts to correct them. Efforts to solve
such problems by addressing symptoms directly can actually make matters worse.

System theorists have been writing about policy-resistant complex systems for
many years. Yet these insights have had a negligible impact on public policy mak-
ing. Our present policy-making apparatus has so far failed to develop the orienta-
tion needed to handle long-term systemic problems. By and large, we continue to
throw more money and people at symptoms without understanding underlying
causes. Despite rhetoric to the contrary, we continue to assume that major prob-
lems must be solved from the top down. Given the time horizon allowed govern-
ment officials to solve problems, this only reinforces the symptomatic approach.

Local environments are needed where systemic thinking can be nurtured
and take root. Emerging metanoic organizations are providing just such envi-
ronments. They represent a radical alternative to our accepted methods of
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managing complex systems. They replace top-down control with decentralized
control; they replace rules and regulations with alignment around a common
vision to guarantee that people work together; and they demonstrate that lead-
ers who catalyze alignment, responsibility, and intuition can be far more ef-
fective than traditional authority figures. These organizations are gradually
assimilating system principles many have argued are necessary for a sustain-
able society. As they carry these principles into their dealings with competi-
tors and government, they will become more widely understood.

In addition to policy resistance, one such system principle is the character-
istic of “better before worse” behavior, where interventions improve conditions
in the short-term only to lead to further deterioration in the long run. This prin-
ciple has led metanoic organizations to oppose legislation that, although directly
beneficial to it in the short run, may be detrimental in the long run. Swiggett
and Rollwagen have been directors of the American Electronics Association
(AEA). The AEA opposes legislation it views as inhibiting to free-market forces,
such as the business tax cuts of the Reagan Administration that were felt to be
forms of protectionism designed especially for large businesses in stagnating in-
dustries. The AEA felt that short-run benefits to member companies of acceler-
ated capital depreciation or investment tax credits did not justify the likely
long-term costs to the economy as a whole.

A third principle is the need for policies designed to work with the forces in
a system rather than against them. Buckminster Fuller has often accused
nonsystem thinkers of trying to “invent the future” rather than understanding the
laws governing change as a guide to
planning. Swiggett, in his 1982 speech

to Kollmorgen’s stockholders, criti- - Njopne of the companies see themselves as social

cized the Reagan economic program

for its failure to recognize the long- ~missionaries, preaching morals to fellow business-

term forces causing economic stagna-

tion. Despite strong support for MEN, but they do see themselves as demonstrating
Reagan's intention o reduce govern-  that freedom, honesty, and responsibility make

ment involvement in private affairs,

Swiggett states that “[b]y implying we good business.

can make major changes in three or

four years, President Reagan is run-

ning the risk of building high expectations and being washed out of office on a
tide of disappointment.” He goes on to assert that the economy is in the midst of
a long-wave transition to a new mix of dominant technologies and industries and
that policies designed to speed that transition are needed. Swiggett backs up his
speeches with action; he and the AEA helped to initiate the 1978 Steiger amend-
ment reducing capital gains taxes to spur investment in new business.

A fourth system principle understood by metanoic organizations is “shift-
ing the burden to the intervenor”—the tendency of system-control mecha-
nisms to atrophy in the presence of external assistance, creating dependency
on still further intervention. This principle is central to understanding the re-
inforcing spiral of government assistance. The emphasis on autonomous busi-
ness units in all the companies we have studied grows out of their
understanding of the principle of “shifting the burden.” Frequently, when
product teams at Kollmorgen seek assistance, managers inquire whether the
assistance represents a one-time need for help or is likely to lead to increasing
dependency. They ask, “Are you shifting the burden?” Sharing and intergroup
assistance is commonplace but only where it strengthens both parties.

Understanding how external assistance can foster dependency makes
most metanoic organizations strong believers in free-market mechanisms.
They vigorously oppose government assistance that may undermine the self-
reliance of individuals and businesses. What distinguishes them from the host
of other businesses that decry government intervention is their commitment
to empower free-market forces to work for everyone’s advantage. They recog-
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nize that, in order for a free-market system to remain viable and responsive to
society’s changing needs, there must be an uncompromising commitment to
honesty and integrity coupled with a strong sense of social responsibility.
None of the companies see themselves as social missionaries, preaching mor-
als to fellow businessmen; but they do see themselves as demonstrating that
freedom, honesty, and responsibility make good business.

The Metanoic Viewpoint

Ultimately, the metanoic organization’s greatest contribution may simply be its
belief in the creative powers of highly aligned individuals. The vast majority of
organizations simply do not work so well as people would like. Disillusion-
ment, dissatisfaction, lack of alignment, and inefficient use of human resources
are accepted as normal: “Things don’t work, and there’s nothing I can really
do about it. I'm dissatisfied, but I'm stuck in a system too big, too unrespon-
sive, and too complex to influence.” This point of view is so pervasive it easily
becomes an “absolute truth” and a self-fulfilling prophecy. It not only perme-
ates most organizations and institutions but is the root cause of our sense of
powerlessness in tackling the problem of creating a sustainable society.

The essence of the metanoic shift is the realization within each individual
of the extraordinary power of a group committed to a common vision. In
metanoic organizations people do not assume they are powerless. They believe
deeply in the power of visioning, the power of the individual to determine his
or her own destiny. They know that through responsible participation they can
empower each other and ultimately their institutions and society, thereby cre-
ating a life that is meaningful and satisfying for everyone.

Can these organizations catalyze metanoia in society as a whole? Given
that our country was founded on the very same belief that people can deter-
mine their destiny, it is entirely possible. Companies like Kollmorgen, Cray,
Dayton-Hudson, and Analog Devices are direct expressions of this belief. They
see themselves not as inventors of a new philosophy but as caretakers of an
ancient vision, adapting it to the realities of the present.

The reality of the present, however, is that society operates by and large
from a belief that the individual is at the mercy of huge, hopelessly complex,
and unresponsive systems. Yet such beliefs can change, and when they do, ev-
erything else changes with them, even one’s physical environment and percep-
tion of reality. As Willis Harman writes:

What you believe determines what you perceive as reality.

What you believe determines what you feel you can do about it.

What you believe determines the exhilaration and joy you get out of life.

Some beliefs are wholesome; others are definitely unwholesome. (Along
the way most of us pick up a lot of unwholesome beliefs.)

Beliefs can be changed.

In a life that is constructed around an inadequate or erroneous set of basic
beliefs, it will include a lot of problems and pain.

If a society is guided by an inadequate or erroneous set of basic beliefs, it
will tend to foster a great deal of human misery.

At the level of society, too, beliefs can be changed.

One such change is the emerging belief, “we can collectively envision and cre-
ate the society we want.” Metanoic organizations provide a safe environment
for this most basic belief to take root and develop.

It is too early to gauge the long-run effects of metanoic organizations. The
number of companies operating in this manner will likely need to increase before
their impact is felt on society. However, this seems the least uncertain element. As
one Kollmorgen manager put it, “Our way of operating is just so far superior in
organizational and human terms to the way most companies work, others will have
a hard time competing. In a free society, this is the most potent force for change.”
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Learning for Operational
Excellence:
A Manager's Story

David Berdish

Background

This is the story of the Electrical and Fuel Handling Division (EFHD),! one of
the Ford Motor Company’s smallest divisions, and its drive to become the
world’s leading supplier of air and fuel charging, charging and starting, igni-
tion, fuel delivery, and wiper and washer components. It is a story that unfolds
over 5 years (1992-1996), and it tells how EFHD achieved its goal of becoming
a leading worldwide components manufacturer using the tools and methods of
organizational learning.

This is EFHD’s story, told by myself (EFHD’s process leadership manager)?
and many of the critical players involved with EFHD’s effort to become a learn-
ing organization. We describe significant events, key decisions, and turning
points that made EFHD a learning organization. We test memories, reflect on
our observations, and draw conclusions. We make judgments!

Participants in the process of becoming a learning organization often
document that process, and their documentation becomes a learning history.3
This article is not a learning history, however; it is an advocacy paper. We de-
cided to make it an advocacy paper because we wanted to make these judg-
ments, and we wanted to be able to blurt out: “If you want to beat your
competition, make money, and actually work with people who care about and
share your vision, become a learning organization.” We wanted to be able to
say also, “This is how we did it. These are the actions we took. These are the
results we got. You may not get the same results, but you will benefit in ways
you never imagined!”

We knew that the readers of this article wanted to hear these things, too.
Let’s face it: People in our business (automotive systems and components) are
not interested in stories that leave questions unanswered or issues open. These
people want answers. They demand results. So, we wanted to tell them our
story—the very nature of a learning history.

Our Story

EFHD was formed in July 1988. At that time, it comprised three plants that
manufactured mature “gas and spark” products (which, by the way, were de-
signed by someone else, including our competition). Engineering costs were
less than 1% of sales, quality indicators were low, and labor costs were high.
It was not a pretty sight. We were ready to try something new.

Enter the learning organization. In 1992, Bob Womac, EFHD’s general
manager,* decided to invest time and energy in making EFHD a learning orga-
nization. His reasons: to increase the ability of EFHD employees to think cre-
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Nick Zeniuk

Commentary

by Nick Zeniuk

The Electrical and Fuel Handling Division
(EFHD) story is real, passionate, and infor-
mative; in fact, it is instructive of successful
organizational transformation. We should all
read it because it describes a process for ini-
tiating and sustaining organizational change
and learning, because it works, and because
it reinforces similar methods used in other
organizations (e.g., Ford, Harley Davidson,
Intel). What is instructive in David Berdish's
story is the powerful and critical role of
leadership in meeting the challenges of suc-
cessful transformation. Much of the success
can be attributed to the leadership of Bob
Womac, the senior leader, and David Berdish,
the internal networker, who helped Bob de-
fine the opportunities around business chal-
lenges. Together they were able to engage
line-leaders throughout the organization in
applying to the work the five disciplines.
Through attention and focus on business is-
sues, the usual constraints for change (e.g.,
time, purpose, alignment, capacity) were di-
minished. David's advocacy and passion

were the source of energy for overcoming
the early skepticism within the organization.

Transformational change does occur in
traditional organizations, but the journey is
difficult and the challenges can be over-
whelming. The new book by Peter Senge et
al., The Dance Of Change, explores these
challenges in depth.

Bud Marx, then the executive vice presi-
dent of diversified products at Ford, recalls
clearly how Bob Womac and his team were
taking charge of creating the business they
wanted. Bud had not been involved in and
did not know about the learning initiatives,
and he was most impressed by how the ex-
ecutives from EFHD were behaving. They
were less reactive, less defensive, more open
and collaborative—and the bottom line was
getting better.

As | reflect on my own experience on the
Lincoln Continental project at Ford," team
members attributed the success of the pro-

atively; to shorten response time to team members, customers, and suppliers;
to expedite strategic transfer of technology; and to help to gain a sustainable
edge on our competition. Bob’s direct reports—EFHD’s Division Operating
Committee (DOC)—agreed. Off we, and everyone else, went.

Becoming a learning organization meant we needed to operate in entirely
new and different ways. We needed to think and work together differently. We
needed new ideas, and we needed to learn them faster. We also needed people
with the guts to place their hearts on their collective sleeves, who would work
to avoid the “same old played-out scenes” and who stood for something!

Lessons Learned

Looking back on our experiences with organizational learning, I believe we
have several lessons to share with managers at EFHD, the Ford Motor Com-
pany, and the rest of the industry:

® Make the transformation to a learning organization yourself. We did. We
developed internal capacity to promote learning throughout EFHD by
seeking all kinds of information about organizational learning from inter-
nal and external sources, including (but not limited to) Peter Senge, the
Massachusetts Institute of Technology (MIT) Organizational Learning Cen-
ter, David Kreutzer, Vic Leo, and Roger Saillant.

e “Walk the talk.” Each member of the D