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			MAIN IDEA

			The real fuel for long-term business success is never operational excellence, technology breakthroughs or even new business models. All of these can provide a temporary advantage but sooner or later competitors will arrive who have superior operations, next-generation technology or even better business models. Instead, the key to sustained long-term business success is management innovation - finding new and better ways to mobilize talent, allocate resources and formulate strategies.

			The current laws of management were designed for an earlier era of business. Their emphasis on control and efficiency no longer suffice in the modern business climate where adaptability and creativity underpin and drive business success. With this in mind, it’s now time to imagine the future of management and then become an active participant in the process of inventing the successful management practices of tomorrow.

			“Management is out of date. Like the combustion engine, it’s a technology that has largely stopped evolving, and that’s not good. Why? Because management - the capacity to marshal resources, lay out plans, program work, and spur effort - is central to the accomplishment of human purpose. When it’s less effective that it could be, or needs to be, we all pay a price. What ultimately constrains the performance of your organization is not its operating model, nor its business model, but its management model. My goal is to help you become a 21st-century management pioneer; to equip you to reinvent the principles, processes, and practices of management for our postmodern age. Management innovation has a unique capacity to create a long-term advantage for your company.”

			– Gary Hamel

			About the Author

			GARY HAMEL is visiting professor of strategic and international management at the London School of Business. He is also a cofounder of Strategos, an international consulting company, and director of the Management Innovation Lab, a consortium of leading business thinkers. Mr. Hamel’s previous books were Leading the Revolution and Competing for the Future which have effectively established him as a management expert. Mr. Hamel has written a number of articles which have been published in the Harvard Business Review, the Wall Street Journal, Fortune and the Financial Times. Mr. Hamel is a graduate of Andrews University and the University of Michigan.

			BILL BREEN is the founding senior editor and senior projects editor of Fast Company. A graduate of Colorado College and the University College Dublin, Mr. Breen frequently appears on CNN, Fox and CBS where he speaks about leadership, strategy, innovation and design.

			Mr. Hamel’s Web site is at www.garyhamel.com.

			Important Note About This Ebook

			This is a summary and not a critique or a review of the book. It does not offer judgment or opinion on the content of the book. This summary may not be organized chapter-wise but is an overview of the main ideas, viewpoints and arguments from the book as a whole. This means that the organization of this summary is not a representation of the book.

			Summary of The Future of Management
(Gary Hamel with Bill Breen)

			1. Why management innovation matters

			Management is at the heart of everything an organization does and achieves. It’s reasonable, therefore, to assume that in order for companies to thrive in the disruptive markets of the 21st-century, new and better ways of managing will be required. The only way to out think and out-invent upstarts and others will be for companies to find better ways to manage themselves. A new management paradigm is required.

			Compared to the monumental changes which have occurred in the marketplace, the practice of business management almost seems locked in its own little “time warp”. Nothing much has changed since the early 20th-century - which is why CEOs can move from one company to another with such regularity.

			In practical terms, what constitutes the work of management is now fairly widely standardized:
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			Yet despite this broad agreement on what management does, history shows whenever a company (or even a country) has been able to come up with a management innovation, it has been able to prosper at the expense of its less fortunate competitors. To take a few examples:

			
					General Electric introduced sound management into scientific discovery in the early 1900s. Over the first half of the 20th-century, GE won more patents than any other company in America.

					DuPont introduced the concept of calculating return-on-investment in 1903. This allowed the company to compare the performance of its different products enabling DuPont to become one of America’s industrial giants.

					Procter & Gamble formalized brand management in the early 1930s, thereby enabling the company to become a consumer brands powerhouse.

					Toyota used its ability to engage all employees in a relentless pursuit of efficiency which has driven the company to become the number one automaker in the world.

					Visa came up with the idea of building the world’s first “virtual” company - it is nothing more than a network which allows banks to compete for customers at the same time as they use a common infrastructure, standards and brand. Today, the Visa network processes more than $2 trillion every year.

			

			Overall, it’s very clear management innovation matters and in many cases it matters a lot. It’s the most valuable type of innovation there is because:
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					Operational innovation tends to be derived from a better IT infrastructure but IT-based advantages are very difficult to sustain. Within a short period, everyone will tend to purchase the same IT equipment.

					Product innovation can lift companies out of obscurity rapidly but in the absence of patent protection, most products can be quickly cloned. Even worse, its often easy for upstarts to leapfrog yesterday’s pioneers.

					Strategy innovations typically involve new business models. Distinctive business models are great but can be decoded and then counteracted quite easily.

					Management innovation alone can create difficult-to-duplicate advantages. One genuinely radical management breakthrough can generate dividends which last indefinitely. Management innovations pay great dividends whenever they are:	Systemic - they encompass a range of processes.

	Ongoing - part of a program rather than one off.

	Compounding - each building on what went before.




			

			Despite all the obvious advantages of management innovation, surprisingly few companies today pride themselves on being successful management innovators. There are probably three main reasons for this phenomena:

			
					Managers don’t like to think of themselves as innovators -and instead leave that to the technologists. Most managers don’t even consider being innovative to be part of their job descriptions. Typically a manager sees his or her role as turning other people’s ideas into growth and profits.

					Many executives doubt bold management innovations are feasible or possible - and therefore they don’t even bother trying to look for the next big thing in management. They believe there are limits to what can be done so effort spent searching is wasted.

					The majority of managers see themselves as pragmatists rather than dreamers - which is perhaps understandable when you consider most managers are selected, trained and rewarded for what they do today, not what they visualize happening in the future.

			

			The combined result of these three and various other factors is that a kind of “management myopia” exists. The lack of management innovation becomes a self-fulfilling prophecy. Managers assume no dramatic breakthroughs are feasible in how they work and cease to think big. They naturally assume management practice will be evolutionary rather than revolutionary in both scope and impact.

			Despite all of these concerns about management innovation, it’s quite clear there is already a well-established and obvious agenda for management innovation. To succeed in inventing the future of management, you’re going to need to tackle some very specific challenges:
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					To inspire people to work on tomorrow’s problems today - so you can undertake some of the bold challenges of the future. If you’re going to tackle some unprecedented commercial opportunities, you won’t be able to rely on any other company’s experience as a guide. You’ve got to blaze your own trails and take some gambles which will require ingenuity, pluck and perseverance.

					To get the tough balancing acts sorted out - where you have to decide between two either/or trade-offs. With management innovation, you may be able to find ways to turn those either/or situations into new synergies.

					To turn new ideas into organizational capabilities - which means closing the gap between rhetoric and reality. This involves finding new and better ways for your people to consistently walk the talk.

					To change any “Can’t do’s” into “Can do’s” - to eliminate those frustrating and elusive incompetencies which have plagued your company and stopped you from achieving what you’re genuinely capable of.

					To accelerate strategic renewal and become nimble - because everyone agrees the changes of the future will be deep-seated, dramatic and unpredictable. Nimble companies make changes ahead of the curve. Everyone else struggles to adapt. Change always creates just as many opportunities as it does challenges and nimble companies find ways to take advantage better than others. Being nimble requires that information flows up and down the hierarchy instead of being dismissed out of hand. It also means generating an array of new strategic options and testing them to find out what works and what will not.

					To make innovation everyone’s job - so everyone’s combined brainpower can be applied to coming up with workable new ideas. You need to make it easier for people to think outside the square and then have the time and resources needed to pursue those ideas. In addition to putting innovation on everyone’s job description, companies need to provide support systems which will allow those new ideas to take root and grow. Instead of saying just some people in the organization have creative license, everyone should feel like they can be solving problems.

					To create an engaging work environment - the kind of place where everyone gives their best. If you can create a workplace where people are inspired to use their initiative to go above and beyond rather than just showing up for work, some very creative things can happen. These environments often grow out of the passion engendered by some genuine sense of mission everyone shares.

			

			2. Management innovation in action

			Some companies are already starting to make progress with management innovation. Three good case studies worth examining in more detail are:

			
					Whole Foods Market

					W.L. Gore

					Google

			

			Case Study #1 - Whole Foods Market

			Whole Foods Market operates 194 stores in 2007 and generates $6 billion a year in sales. The company was founded in Austin, Texas and its business model is very simple: people will pay a premium for food that’s good for them, good-tasting and good for the environment.

			Whole Foods sells a complete range of organic and natural products. What really sets the company apart, however, is its management practices. At Whole Foods:

			
					Frontline employees decide what to stock.

					Teams of employees have veto power over new hires.

					Everyone knows what everyone else is paid.

					Employees feel like they are running their own businesses.

					The company is organized like a community, not a hierarchy.

					Everyone shares a passionate sense of mission.

			

			Whole Foods has prospered in the rough-and-tumble world of the intensely competitive U.S. supermarket industry because it has successfully addressed at least three of the next-generation management challenges:

			1. To inspire people to work on tomorrow’s problems today

			
					Whole Foods not only gives employees huge dollops of discretion but it also provides them with the information they need to make good decisions. The company then holds employees accountable for the results they achieve.

			

			2. To get the tough balancing acts sorted out

			
					Whole Foods is organized so the interests of all stakeholders are aligned. This is achieved in part by having a high degree of financial transparency. There is also the company policy which limits executive pay and places much of the decision making in the hands of rank-and-file staff. Rewards are paid to teams who then decide on distribution.

			

			3. To create an engaging work environment

			
					Whole Foods has the aim: “Whole Foods, Whole People, Whole Planet”. The pursuit of this ideal creates a community of employees who are passionate about applying their talents to its accomplishment. This is a crusade which is much more meaningful to employees than turning up to work each day in order to get a paycheck.

			

			Case Study #2-W.L. Gore

			In 1958, forty-five-year-old Wilbert L. Gore left DuPont to strike out on his own and build a company devoted to innovation. By 2007, the company he formed, W.L. Gore and Associates, generates $2.1 billion in annual sales and employs more than 8,000 employees.

			What really distinguishes the company is the fact it has no hierarchy - every employee is free to talk with anyone they choose and to take on any project they may decide to focus their energy on. W.L. Gore has designated leaders for the company and its four divisions-fabrics, electronics, medical and industrial - but these leaders are chosen by the employees on the basis of their team-building skills rather than being formal appointments by the board. Similarly, new employees at W.L. Gore are not assigned a boss. Instead, they get sponsors who help the newcomers navigate the organization and ultimately find their own niche.

			Despite Gore’s somewhat radical approach to management, the company has a strong track record in product innovation. Employees - designated as associates - are granted half-a-day each week of discretionary time where they can pursue any idea of their own choosing. Most of Gore’s 1,000+ products have come about as the direct result of this “dabble time” rather than through formal development programs.

			Gore also has its own unique approach to compensation. Once a year, every associate receives a comprehensive peer review which typically incorporates the views of at least 20 colleagues. Associates are ranked according to overall contribution to the team’s accomplishments and all compensation is divvied up using this ranking. People are told in which quartile they rank, and compensation is distributed based solely on contribution, not on seniority.

			W.L. Gore successfully addresses three of the key challenges involved in building management innovation:

			
					To make innovation everyone’s job	W.L. Gore does away with hierarchy and continually reinforces the belief innovative ideas can come from anywhere in the organization. Employees with diverse skills are collocated to facilitate the overall creative process.




					To turn new ideas into organizational capabilities	At W.L. Gore, management approval is not required to start new projects. Instead, people attract like-minded individuals who work together on the projects that appeal to them. To help this happen, a peer-based process is also used to allocate resources.




					To accelerate strategic renewal and become nimble	W.L. Gore is nimble because staff are encouraged to spend at least 10 percent of their time on projects that would ordinarily be deemed outside the scope of their normal responsibilities. This allows time for fresh ideas to percolate up from all parts of the company. People can choose to work on the projects they feel most passionate about and that passion can infuse a sense of renewed energy right through the company.




			

			Case Study #3 - Google

			By late-2007, Google handles two-thirds of the world’s Web searches making it the heavyweight of online search and an indispensable research tool for most people. To reflect this, Google’s market capitalization stood at around $140 billion in late-2007 - which is pretty impressive for a company which didn’t even get started until 1998.

			As great as those numbers may be, what really sets Google apart from others is the fact its founders set out to build a company which is capable of evolving as fast as the Web itself changes. That they have succeeded is evidenced by the fact already Google has gone through five major iterations of its business model:

			
					When Google first started, it was a search engine that generated no revenue.

					Google then started selling its search capacity to other companies, generating some revenue.

					Google next started selling paid ads alongside its own free search results, making Google a leading retailer of ad space.

					Google then released AdSense and Gmail which gives the company the ability to link ads to any sort of Web content including e-mail.

					Google started providing Desktop (a cluster of information utilities), Book Search (online digital libraries) and Scholar (academic paper searching tool) to add value for users.

			

			Google has managed to achieve this impressive evolutionary growth due to a number of factors including a razor-thin hierarchy, allowing employees to form their own product development teams each with freedom to follow their own ideas and ongoing relentless but low cost experimentation. Google gives great rewards to those who come up with new ideas and insists that all employees devote at least 20 percent of their time to noncore activities of their own choice.

			In terms of management innovation, Google addresses at least three of the key challenges involved:

			
					To get the tough balancing acts sorted out	Google opens up its business strategy and ensures it isn’t dominated by the old hands. Dissent is welcomed and the hierarchy is kept deliberately flat.




					To change any “Can’t do s” into “Can do s”	Google actively encourages all employees to work on projects which are outside the scope of their normal responsibilities. This provides the freedom for some market experiments so they can build a solid business case for their ideas.




					To accelerate strategic renewal and become nimble	Google not only makes it easy and worthwhile for employees to experiment but the company has shown an incredible ability to turn on a dime. The fact such a young company has already gone through five different business models is impressive. This closely matches Google’s stated aim to evolve as fast as the Internet is changing and evolving. Thus far, this is exactly what Google has managed to do.




			

			3. Imagining the future of management

			In order to come up with breakthrough management ideas, you need to have a methodology and approach. While the opportunity for “eureka” style breakthroughs is there, you can substantially increase your chances of success if you assemble the right ingredients to start with. In the case of management innovation, you should try and assemble three key ingredients:
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			1. A disciplined process by which existing management orthodoxies can be unearthed and challenged

			Innovation’s deadliest foe is usually precedent-“the way things have always been done around here”. Everyone who is entrenched in the current management system or who is currently in the process of “paying dues” in order to move up the system will want things to stay pretty much the way they already are. It’s very hard to think like an outsider when you’ve spent many years and the major part of your professional career angling to get to the top of the pyramid.

			“When power is concentrated at the top, a few senior executives can hold the organization’s capacity to change hostage to their own willingness or ability to change. The veterans at the top built the current business model, or got promoted for perfecting it. Their careers, skills, and mental models are inextricably bound up with the status quo, and they can scarcely imagine an alternative. Not surprisingly, they will often ignore or discount information that casts doubt on the current strategy.”

			– Gary Hamel

			To create the space needed for management innovation to occur, you will have to first systematically deconstruct the various management orthodoxies which act to blind everyone to new possibilities. To do that:

			
					Pick a big management issue - industry change, innovation, employee engagement or whatever is topical for you.

					Assemble 10 or 20 of your colleagues in a room.

					Ask each person to write down 10 things they believe about the nominated problem on Post-it notes.

					Put all the stickies up on a wall and group similar beliefs together. Come up with some logical clusters of reasons.

					Explain to everyone you now want to distinguish between beliefs that describe the world as it now is and the world as it has to be in the future. For each of your clusters, ask whether this is a result of human nature which is unchangeable or whether this is more the result of force of habit.

					Keep digging deeper and deeper into the reason why people accept these management ideas without any real thought. For each cluster, ask some probing questions over and over:	Is this belief worth challenging because it gets in the way of strengthening our firm’s positive attributes?

	Is this belief universal or can we think of and learn from some good counterexamples?

	How does this belief serve the interests of its adherents and discourage outside-the-square thinking?

	Does what we do around here turn this belief into a self-fulfilling prophecy?

	Can we imagine some other practical alternatives which would be better?




			

			As you keep trying to more thoroughly understand why everyone thinks the way they do, you’ll actually be generating a better understanding of what needs to happen if you’re going to reinvent conventional management practices. When you understand precisely why certain elements of your company are now considered indispensable, you’ll get a glimpse of what needs to change in order for your organization to move forward in the future.

			“The deeper you dig into the hard mantle of management orthodoxy, the bigger the opportunity for radical innovation. When you go deep, you have the chance to surface beliefs that haven’t been examined in decades, or generations-beliefs that no one else is questioning, or dares to question. This can give you a big leg up as a management innovator. The deeper and more thoroughly you understand why you and your colleagues believe what you believe, the better and more robust your innovations will be.”

			– Gary Hamel

			2. New management principles which have the power to inspire dramatic changes in processes and practices

			When you stop and analyze everything in more depth, you’ll probably find your company’s management practices and processes are built around six or so core principles:

			
					Standardization to achieve economies of scale.

					Specialization of tasks and functions to accelerate learning.

					Setting goals so efforts align with objectives.

					Hierarchy to maintain control.

					Planning for predictability and control for conformance.

					The use of extrinsic rewards to motivate and shape behavior.

			

			These principles were first articulated in the 20th-century by management thinkers who

			
			
			
			
					Biological life - where experimentation in a large gene pool is not only welcomed but essential.

					Free markets - where resources naturally flow from low-value uses to high-value applications without supervision.

					Democracy - where the right to dissent and accountability are distributed widely and not concentrated in a monarch.

					Religious faith - where people are dedicated to a higher cause and prepared to change to get there.

					Large cities - which openly welcome diversity and organize themselves so serendipity can happen.

			

			
			
					Get around 30 or 40 of your colleagues together and divide them into four or five teams.

					Have each team pick one management process - planning, budgeting, recruiting, training, etc.

					Ask each group to map out that management processes in terms of who owns it, who participates in it, who makes the decisions and so forth.

					Now ask each team to imagine how that process might be redesigned to incorporate some of the organizational principles of the five highly adaptive entities.

					Give each team several hours to ponder their decisions and then ask for a menu of detailed changes they would like to see made to their specific management process.

					Post these suggestions on an internal Web site and invite comments, suggestions, enhancements and feedback.

					Be patient and let some dialogue unfold.

			

			
			
			
			
			
			
			
					You want to allow new ideas to bubble up from rank-and-file employees rather than just the top management.

					You want to encourage everyone to be more innovative.

					You want to dynamically allocate resources rather than be restricted by budgets and processes.

					You want a way to aggregate collective wisdom better.

					You’re searching for practical ways to minimize the drag created by outdated mental models.

					You want a way to let everyone opt-in and get involved rather than merely turning up and working the hours each day.

			

			
			
			
			
			
			
					To tackle systemic problems, understand the roots

					It’s usually easier to augment than supplant altogether

					Have revolutionary goals but take evolutionary steps

					Use good metrics - they are essential

					Keep working at it until you achieve something

					Do all you can to minimize political risks

					Start with volunteers who are motivated to change

					Keep everything informal - make it a game

					Always run new processes in parallel with the old

					Iterate until you come up with something robust

			

			
			
			
			
					Courage to lead - it will be impossible to come up with any management innovations unless you have the guts to tackle the problems that others have fobbed off. You have to be willing to move outside the square as you look for ways to use management processes to give you a unique performance advantage.

					Conversations - sooner rather than later, you’re going to need to get the most influential people in your company enthused and talking about the opportunity to reinvent management. If you can get a cross-section of these people to a daylong conference where you can discuss your ideas, that might be a good way to get things moving.

					Accountability - internal process owners need to be feel responsible for coming up with management innovations. This may be a matter of the CEO asking what share of their budget is being allocated to change initiatives or structuring part of their compensation package on their innovation performance. However it works, nothing much will happen until the right people feel accountable.

					Focus on causes rather than on the symptoms - the handful of systemic barriers which underpin your current management practices rather than the more numerous and obvious results of those barriers. You will want to attack these underlying causes systematically rather than taking a piecemeal approach.

					Permission to hack - give your ordinary employees and low-level managers an opportunity to suggest alternatives to your current management status quo. You might even consider setting up a task force of users and let them come up with radically redesigned processes and see where that leads. Remember, management innovation is too important to be left solely to those who consider themselves as being “experts”.

					The Internet -which has evolved faster than anything human beings have ever created in history. Without doubt, this will be the underlying technology which transforms the way management works. Already, numerous communities are springing up on the Internet despite the fact there is no hierarchy, no central organizing committee or even formal rules of organization.

			

			
			
					In broad brush terms, what will be the distinguishing characteristics of our management system about five years from now?

					How will managing our business that way give us a competitive advantage?
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