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Hard Facts, Dangerous Half-Truths and Total Nonsense by Jeffrey Pfeffer and Robert Sutton

Book Abstract

MAIN IDEA

Managing a business profitably is always hard work. There are intense pressures, incomplete information about what’s happening in the marketplace and an army of consultants, advisors and others who come along with new ideas every day. Under these conditions, it isn’t surprising managers sometimes fall victim to hype about “miracle” cures for management challenges or simply adopt the “best practices” of other successful companies. The result is sometimes poor-quality decisions are made which end up wasting time and money which are badly needed elsewhere.

To avoid these challenges, start using evidence-based management. Every time someone comes up with a new idea:


	Ask for tangible evidence that idea is applicable to your circumstances and will work for you.

	Clarify the logic behind the proposal – and check faulty reasoning is not being used.

	Encourage everyone to experiment on a small scale first to make sure what is being suggested will actually work.

	Insist that everyone stays current in their areas of specialization and provide realistic training opportunities so they can.
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In total, evidence-based management is all about facing the hard truths about what works for your business and what will not. It is all about basing business decisions on reality rather than the various and potentially dangerous half-truths which commonly are accepted as business wisdom. Evidence-based management is about making smart decisions on the pressing issues.
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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 Hard Facts, Dangerous Half-Truths and Total Nonsense (Jeffrey Pfeffer and Robert Sutton)

1. What currently passes as management wisdom

Many businesses make decisions based on their hopes and fears, mimicking what the top performers in the industry do, what senior managers have done before or the dearly held ideologies of the CEO. They buy business books, attend seminars, hire consultants and follow the business press for clues. All of these sources can be useful in their own right, but there are always problems ahead when these are the sole sources of new business ideas.

The three most common sources of poor business decisions are:


	Casual benchmarking – taking an idea which has worked well for another firm and applying it to your own business without analyzing whether it is genuinely applicable.

	Continuing to do what seems to have worked in the past – in the assumption the marketplace conditions of the future will be very similar or identical. Therefore, by repeating the practice, a similar result is hoped for.

	Following deeply held and yet unproven ideologies – the pet projects of those who have risen to senior management positions. These proposals are not based on facts, just gut feelings.



In total, these practices substitute conventional wisdom for the facts. Instead of using sound logic and analysis to gather data and then react accordingly, these three approaches rely on selective recall of some information alone. To counter these problems, use evidence-based management. In simple terms, this means basing all your decisions on the hard facts of the situation and always acting on the best empirical evidence available rather than acting on your hopes.

The existing standards for assessing management wisdom are somewhat flawed and dysfunctional. Evidence-based management proposes and is based around six standards which are different and distinctive from those in current use. The six standards of evidence-based management can be compared to conventional management thinking in this way:
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	Treat old business ideas like old ideas.
Many managers are constantly on the lookout for novel ideas. Consultants, publishers and the business press know this, and therefore they take old ideas and pitch them as being “new and improved” and therefore worthy of being used. Admittedly, sticking with what is proven may seem boring but it’s much better to be bland and profitable rather than becoming an exciting and innovative failure.

	Be suspicious of breakthrough ideas.
Breakthroughs in business are genuinely rare. More often than not, what is seen as a breakthrough is actually just a small incremental improvement on the painstaking work of many others. When someone comes along with a business breakthrough cure-all, be suspicious – especially if the breakthrough enables them to sell you something. They might be just like the old-fashioned snake oil salesmen who want to sell you something and then move on to another town before you can test the validity of their claims.

	Celebrate and develop collective brilliance.
It’s more important what everyone knows and does than what some lone business genius can dream up. Develop new ideas in a team environment with shared ownership. Not only will this make your ideas more robust, it will also enable potential execution problems to be addressed right at the outset. To accomplish anything worthwhile, the coordinated actions of many people will be required.

	Always emphasize drawbacks as well as virtues.
Often business solutions are presented as costless and universally applicable. This is never true. There are always costs and potential pitfalls. Don’t get swept up in the enthusiasm for a new idea. Pause and recognize the hazards involved, and then make a decision whether the potential benefits outweigh the risks involved. At least that way when problems arise, you will have the motivation to stay the course rather than giving up and wondering why things didn’t pan out the way it seemed to for others.

	Use stories to illustrate, not as a research methodology.
Anecdotes and stories are great, but they can be deceptive. The parties involved are sometimes so close to the action they have not been able to reflect in sufficient depth on the true causes-and-effects. Even eyewitness accounts can be unreliable because people have terrible memories or feel no qualms about drawing inaccurate conclusions. People also generally remember different things about a situation where they won to what they recall about situations where they lost. A person’s memory can be highly selective at times. In all, treat all success and failure stories judiciously rather than accepting them immediately as the absolute truth.

	Adopt a neutral approach, let facts speak for themselves.
Some managers, business gurus, and even business magazines believe their own theories so intensely they are incapable of learning from other evidence which is presented to them. That’s a problem which you can offset by being a little bit skeptical whenever any new business solution is presented. Think clearly and insist on looking at the evidence generated by using the proposed ideas. Don’t rule out any evidence simply because it does not fit with what you hope is true. Let your mind be driven by the evidence and not by your hopes and fears.



“Thinking is very hard work. And management fashions are a wonderful substitute for thinking.”

– Peter Drucker, business book author


2. The big six business half-truths

There are six tenets of conventional business practice which are accepted almost universally:
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Each of these tenets are partly right and can apply at certain times, but when people apply them forcefully to every decision, they can end up doing more harm than good. The key to using these half-truths usefully is to know when to apply them and when it will be better to ignore them.

1. Work ethics should be fundamentally different.

Many people live and act on the basis what they do at work and what they do in their private lives are two completely separate domains. Therefore, different standards apply in the way companies manage talent, implement rewards, view leadership and tolerate mistakes. For this reason, grown people tolerate:


	Being told what to wear each day.

	Putting aside all personal obligations and focusing solely on the organization during work hours.

	Following instructions rather than thinking creatively.

	Being chewed out by a boss who is rude, inconsiderate or condescending.

	Putting aside any romantic inclinations for a coworker.

	Being thrust into the middle of commercial conflicts and intense competitions with little preparation.

	Failing to find any meaning or personal fulfillment.



There are some sound reasons why work should be separate from the rest of your life. These include the facts conflicts are reduced and more objective decisions can be made. Offsetting those advantages, however, are a number of strong benefits that can come from integrating your work with the rest of your life. These benefits can and will include:


	A more inclusive lifestyle – where you can collaborate with friends and family to achieve something impressive and noteworthy. This approach also builds strong bonds between companies and employees.

	Blurring of the boundaries – as family and friends can become customers or can be recruited to work for the business.

	People feel comfortable about being themselves and projecting their own personalities – leading to people with higher levels of energy and enthusiasm for serving the customer. Happy, motivated employees always find ways to enhance the customer experience.

	Leaders can feel more authentic – because they will be encouraging everyone in the organization to do what is aligned with their own values and personalities. Leaders won’t be asking people to behave differently just because they are at work.



The key point is when organizations permit or even encourage behavior in the workplace which would not be tolerated elsewhere, it becomes impossible to fully utilize everything the employee has to offer. Instead if human needs and preferences are taken into account and accommodated when designing workplaces, efficiency actually gets bolstered in parallel with enhanced employee satisfaction. The conventional concept of a complete separation between business and a personal life is flawed.

“Yes, work is serious business and most companies face massive competition. But that makes it even more crucial to harness everything that your people know, can do, and want to do, instead of checking most of who they are and hope to be at the door. It is simply impossible for many of the best people to stifle their true selves. Instead of trying to get people to be different from who and what they are, skilled leaders let people know what organizational objectives are, paths for achieving those objectives, and then to the extent possible, help people find, design and perform roles that move the organization towards those objectives.”

– Jeffrey Pfeffer and Robert Sutton

2. The best organizations have the best people.

Every company on the planet seems to be attempting to attract the very best talent available in the belief if you get the right people onboard, everything else will come together. It is also assumed good people will hire others who are equally talented and therefore by increasing the quality of new hires, a number of virtuous cycles begin to roll in your favor as these star performers attract other star performers in the future.

This mind-set is based squarely on three assumptions:


	Individual talent is fixed and cannot be varied.

	People can be readily sorted on the basis of innate talent.

	Organizational performance aggregates individual talents.



Yet, in reality, numerous studies have shown:


	Talent isn’t always easy to spot especially at the start of a person’s career – as many high performers only become that way after an extended period of learning the basics and then gaining enough confidence to use those skills productively. For most jobs, assessing talent and ability with pre-employment screening tests is impossible, yet many organizations still insist on using these tests as if they were completely infallible.

	Talent is a moving target – it isn’t fixed at some predetermined genetic level unless you believe it is as an organization. A person with motivation to work and learn as well as specific experience is always going to be more productive over the long haul than someone who is trying to get by on their natural abilities alone. Personal talent levels ebb and flow in response to lots of little factors.

	Great organizational systems are often more important than great and talented people – because with the right system combining the efforts of colleagues and resources, even ordinary people can be exceptionally successful. Organizational goals and rewards are also important factors.



Despite what most of the talent books and consultants state, there is actually more evidence to support four guidelines:


	Talent is something everyone can earn – and not just something a few people own and everyone else can only wish they had.

	Bad business systems do far more damage than bad people ever do – because a bad system can make even a genius look like a complete idiot. If you keep hiring people who look good but end up being useless, stop trying to blame the people and fix the system instead.

	Wisdom is far more important than raw intelligence – when it comes to sustaining organizational performance. Find people who can think quickly and learn from their mistakes rather than those who are innately smart.

	Encourage people to collaborate and do things together – so everyone can learn from the mistakes made and move forward rather than repeating them over and over as different people come along.



“We can’t find a shred of evidence that it is better to have just a few alpha dogs at the top and to treat everyone else as inferior. Rather, the best performance comes in organizations where as many people as possible are treated as top dogs. If you want people to keep working together and learning together, it is better to grant prestige to many rather than few, and to avoid big gaps between who gets the most and least rewards and kudos.”

– Jeffrey Pfeffer and Robert Sutton

“We also can’t find any evidence that organizations benefit from routinely firing people in the bottom 10 percent or 20 percent. If an organization selects and trains people right, and places them in an effective system, there is no reason why 10 percent or 20 percent would automatically become incompetent each year.”

– Jeffrey Pfeffer and Robert Sutton

3. Financial incentives drive company performance.

Just every organization dedicates serious effort to “getting the pay system right” – aligning financial incentives with desired behavior so people become highly motivated to do the right thing. This effort is based on three assumptions:


	People have to be motivated by the potential for personal financial gain to do the right thing for the organization.
Almost everyone focuses on increasing motivation to act but studies have shown the path to more performance often lies in redesigning workplace systems, finding better ways to share information efficiently or assisting people to upgrade their skills. It’s also clear increasing one person’s incentives to act will have limited benefit if they are dependant on the outputs of other employees.

	The pay system highlights what is really important to get done and what matters less.
This is probably true but the problem is the signals which get sent might not actually be those the organization intended. For example, paying a car salesperson straight commission means they won’t want to spend time with someone who is not wanting to make an immediate decision to purchase. That may not be helpful if the business wants to build a relationship with the customer so they will come there when the time is right. There are all kinds of subtleties and implications which will come to the fore when financial incentives are used to send rather blunt messages to employees.

	Pay systems attract the right talent and encourage the wrong sort of talent to go elsewhere.
This may be true but the real question is whether you want people to work for your organization who are in it just for the money or do you want people who are passionate and love what they’re doing? The follow-up thought is if people are in it just for the money, will they leave as soon as a better offer materializes? Would you like to go and see a doctor who went into medicine just for the money, or would you prefer seeing a doctor who is interested in healthcare and has a desire to serve people?



Surveys have shown quite definitively most pay-for-performance programs fail to achieve their objectives. Variable pay often leads to poor performance rather than stellar results. There is mixed evidence whether people genuinely want to be differentiated from their peers especially when so much work in today’s commercial world is the result of collaborative effort rather than individual performance.

To make pay-for-performance work:


	Narrow your focus – and don’t try and solve every problem with financial incentives. Perhaps use better communication about the ideals of the company or the sense of satisfaction in doing a job well at the appropriate times.

	Try giving some small rewards – which celebrate the team’s achievements. These will build team spirit without unduly distorting behavior or shift the focus of attention away from where it should be.

	Always be on the lookout for unintended consequences of your reward system – which means view your system as a work in progress rather than the finished article. Describe your pay system as a working prototype.

	Worry more about comparisons – how much the top people get paid as opposed to what the bottom people receive. Even small differences can send the wrong signal the organization values another person more. You have to find ways to send the signal the overall organizational performance is of paramount interest.



“The use of financial incentives is a subject filled with ideology and belief – and where many of those beliefs have little or no evidence to support them. Pay is also an important topic, consuming time and resources and doing a lot of harm when it is mismanaged. As a consequence, you might think that using financial incentives to improve performance would be a domain where there would be heavy reliance on the best evidence. We have seen, however, consultants, gurus, and executives charge ahead with assumptions and practices that reflect a reckless disregard for the evidence. But this gap between evidence and action provides opportunities for those organizations wise enough to examine their assumptions about pay systems, and to find and use the best evidence.”

– Jeffrey Pfeffer and Robert Sutton

“Consultants and others who sell ideas and techniques are always rewarded for getting work, only sometimes rewarded for doing good work, and hardly ever rewarded for whether their advice actually enhances performance. The incentives are often even more perverse than that, because if a client company’s problems are only partly solved, that leads to more work for the consulting firm. Ask your favorite consulting firm what evidence they have that their advice or techniques actually work – and pay attention to the evidence they offer.”

– Jeffrey Pfeffer and Robert Sutton

4. Strategy is destiny.

“Strategy is big business. Doing the right thing, even if it isn’t done perfectly, is more important than doing the wrong thing exceptionally well. This means that it is paramount for companies and organizations of all types to understand what they should be doing to achieve success – to devise a strategy that helps them survive in an increasingly competitive world. We have no quarrel with the conclusion that leaders and their people need to know what to do and how to compete. But like many of the half-truths, a fixation on strategy can obscure as much as it illuminates. Even corporate successes attributed to great strategy often turn out, on closer examination, not to stem from strategy at all, and the empirical evidence shows a surprisingly weak link between the activity of strategic planning and company performance. There are also many other ways of figuring out the right thing to do, and emphasizing strategy is only one method and possibly not the best.”

– Jeffrey Pfeffer and Robert Sutton

When you stop and think about it, any business strategy always rests on two unspoken assumptions:


	That a company is better suited to doing some things than others – and therefore it needs to focus on what it does best in order to succeed in the marketplace.

	Resources are finite and limited – and therefore there is not enough money, time or attention for the company to do anything and everything.



Without question doing the right thing is important, but equally the benefits of a particular strategy are derived in the execution and not in the planning thereof. If companies dissipate all their time and energy worrying about what they should be doing, they can forego many opportunities to generate the desired results. Both these assumptions are soundly based, even if the resulting emphasis on business strategy is not.

Based on all the logic and evidence available, there are several things companies can and should do about business strategy:


	Keep experimenting with different ideas, designs, work practices and so forth – so your strategy becomes a guiding direction for the organization rather than blinders which block out fresh ideas. Be willing to experiment with new ideas, see what works in the marketplace and continually develop new skills and competencies.

	Make the distinction between problems generated by poor implementation and the need to change a flawed strategy – so you don’t interpret a failure to implement the wrong way. In particular, whenever you feel a need to change your strategy, pause and evaluate how well you have implemented what was planned for with your current business model first.

	Keep it simple – with the idea you really should be able to describe your strategy in a sentence or two. Anything more than that becomes very hard to communicate. Check you and your work colleagues all agree on the same strategy rather than acting at cross purposes. And develop some equally simple metrics to measure success.

	Be committed to learning as you go as an organization – so you can react to whatever the marketplace demands. Be comfortable with the concept of changing things on the fly if that’s what it takes to get ahead of your competitors. In changing markets, speed and adaptability are highly valued traits well worth acquiring.

	Balance paying attention to strategy with paying attention to the details of implementation – so you can avoid driving a worthwhile idea to extreme lengths losing perspective and balance in the process. Finding a great strategy is not a panacea for everything that ails a company. Spend equal time and attention on the less glamorous and gritty details of implementation.



“We don’t do strategic planning. It’s a waste of time. You can spend three months coming up with something, and then you have to get buy-in from the other leadership. By the time you sell it to the board, things could have changed. Then




5. Organizations must change regularly or die.




	Is the new practice being suggested actually better than what we are already doing?

	Will the change be worth the time, disruption and money required?

	Is it best to make a few symbolic changes or do we genuinely need to make some core changes?

	Is making this change good for us as managers but bad for the company in the long run?

	Do we have enough power to make this change happen?

	Are people already overwhelmed with change and looking at this as one more “flavor of the month” idea?

	Will people be able to unlearn what they used to do and update their skills and competencies as the change unfolds?

	Can we pull the plug if it becomes obvious the change has serious unintended consequences?






	People need to be thoroughly dissatisfied with the status quo – and therefore genuinely enthusiastic about doing something better. Obviously the greater the level of dissatisfaction, the better.

	The new direction to go needs to be clearly and concisely articulated – so everyone knows which activities to focus on in order to accomplish the changes required. The change has to be relentlessly and clearly communicated in order to build momentum.

	There needs to be excessive faith bordering on overconfidence the change will succeed – or people won’t even get around to trying it for themselves. In some ways, you have to create a self-fulfilling prophecy the change will be well worth the time, effort and money involved.

	You have to accept change is a messy process – and it is always marked by periods of confusion and anxiety. There will be errors, setbacks and sidetracks, no matter how well everything is planned. Treat these glitches as an expected part of the overall process.





6. Great leaders control their companies.




	Outsiders don’t very often understand the real-world constraints involved in running an organization, so they attribute the company’s performance to what the leader does, whether this is warranted or not.

	It’s easier to attribute the effects of group action to one person so most people naturally do so. This is a cognitive shortcut which simplifies the complexities of business.

	Even though we know logically the CEO can’t be everywhere personally, thinking he or she is creates a persona for the organization.

	Humans like to generalize. Therefore, when a business unit performs poorly or exceptionally well, we like to infer that means the leader is either good or bad, regardless of any other facts.

	Leaders have strong incentives to act as if they control their entire organization because this is helpful in negotiating compensation packages.

	Everyone naturally assumes the selection process for top management means the best people will get through and everyone else will get culled out along the way. Therefore, the people at the top must be good because they are the figurative cream of the crop.





	Leaders need to act as if they are in control – or in other words good leaders project confidence. They talk about where the organization needs to head in the future, even if their ability to actually move that way is limited. In effect, great leaders pretend like they are in control in the hope this will become somewhat self-fulfilling.

	Leaders need to keep a good perspective – they need to take some of the credit for what goes right but also some of the blame for what goes wrong. When leaders lose touch with reality and start believing they can do no wrong, trouble arises. Effective leaders are always modest and try to seek wisdom just like everyone else.

	Leaders need to know when they should get out of the way and let others make contributions – so the organization can benefit from everyone’s competencies rather than being limited to just what the leader can do hands-on. Sometimes, the best leadership of all is none and great leaders understand this well.

	Great leaders build systems – which will help magnify the actions of the rank-and-file employees rather than the superstars. In the final analysis, great leaders build the systems, teams and conditions which help others to succeed rather than relying on their own individual efforts. They are great architects and designers.
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