







Praise for

THE ART OF ACTION

“This is not just another book about strategy. The Art of Action does not only present a radical, counter-cultural solution to the impasse business is facing today but it is grounded in real strategic execution in a fascinating organisation. It is the ‘Reengineering the Corporation’ of the 21st century. I intend to send a copy to all my clients.”

Aidan Walsh, Partner, Ernst & Young

“Leadership is an intangible value. What sets Stephen Bungay apart is that he draws upon his deep knowledge of historical military campaigns to highlight key leadership principles and then sets them in the context of modern business with an understanding of the particular challenges faced by each company he works for. The first part greatly entertains and captivates the audience and the second part really brings home the teachings we wish to impart. The results have been very good.”

Tom Glocer, CEO, Thomson Reuters

“Organizational alignment remains one of the biggest challenges for leaders of large corporations. Many have fine strategies but ‘the troops won’t march in tune.’ Stephen Bungay delves into military history to provide a stimulating insight into how to arm leaders with a powerful concept which gets strategy off the PowerPoint presentation and into action. It is a simple, but profound and entertaining read.”

Patrick Forth, Senior Vice President,
The Boston Consulting Group

“We live in an age of strategic failure across the board – in international relations and economic affairs, on the battlefield as well as in the marketplace. Inventively and incisively, Stephen Bungay draws on Clausewitz’s wisdom, military history, business literature, and common sense to develop the notion of ‘directed opportunism’ for breaking the ominous cycle of frustration.”

Jonathan Stevenson, Professor of Strategic Studies,
U.S. Naval War College

“The Art of Action is a must for anyone in business who takes their leadership responsibilities seriously. Stephen Bungay draws upon his deep understanding of business strategy and military history and describes principles in his book that will have a real impact for those who adopt them. The Art of Action is the strategic handbook for today built on the insights of yesterday. This will be compulsory reading for all of my unit heads.”

Eliot Forster, CEO, Solace Pharmaceuticals

“All too often, strategies fail to be implemented because they do not make tough choices between priorities and therefore leave people confused. The eminently pragmatic techniques described in this book are a great way of sharpening up the thinking, the communication and the sense of accountability needed to get an organisation moving. The ideas sound simple, but they are very powerful.”

Martin Bean, Vice Chancellor, The Open University

“Stephen Bungay’s career as CEO, management consultant and historian enables him to bring a unique clarity to leadership and the art of making strategy happen. His study of the chastened Prussian military machine analysing why it was defeated by Napoleon’s peasant army is illuminated with anecdotes from his career in business. It is this blend of evidence from the military to the business environment which makes this book so useful to the modern-day practitioner!”

David Roblin, Senior Vice President, Pfizer Global R&D

“In our experience senior executives in large corporations find the approach described in this book to be a tremendously helpful way of getting to the core of issues, setting direction and aligning the organisation behind it. The techniques may have been developed 150 years ago, but they could not be more relevant to business today.”

Poul Bukh, Managing Partner, Core Strategy


THE ART OF ACTION


The Prussian General Staff, under the elder von Moltke… did not expect a plan of operations to survive beyond the first contact with the enemy. They set only the broadest of objectives and emphasized seizing unforeseen opportunities as they arose… Strategy was not a lengthy action plan. It was the evolution of a central idea through continually changing circumstances.

Jack Welch, 1981

Strategy is a system of expedients. It is more than science, it is the application of knowledge to practical life, the evolution of an original guiding idea under constantly changing circumstances, the art of taking action under the pressure of the most difficult conditions.

Helmuth von Moltke, 1871


THE ART OF ACTION

How Leaders Close the Gaps
between
Plans, Actions and Results

STEPHEN BUNGAY

[image: image]


For Tracy and Joe –
all of them everywhere

First published by
Nicholas Brealey Publishing in 2011



	



	Carmelite House

	Hachette Book Group




	50 Victoria Embankment

	53 State Street




	London EC4Y ODZ

	Boston, MA 02109, USA




	Tel: 020 3122 6000

	Tel: (617) 523-3801





www.nicholasbrealey.com
www.stephenbungay.com

© Stephen Bungay 2011
The right of Stephen Bungay to be identified as the author of this work has been asserted in accordance with the Copyright, Designs and Patents Act 1988.

Library of Congress Cataloging-in-Publication Data

Bungay, Stephen.

The art of action : how leaders close the gaps between plans, actions, and results / Stephen Bungay. -- 1st ed.

p. cm.

Includes bibliographical references and index.

ISBN 978-1-47364-496-0
eISBN: 978-1-85788-464-7

1. Leadership. 2. Strategic planning. I. Title.

HD57.7.B85 2011

658.4′092--dc22

2010034900

ISBN 978-1-47364-496-0

British Library Cataloguing in Publication Data
A catalogue record for this book is available from the
British Library.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, electronic, mechanical, photocopying, recording and/or otherwise without the prior written permission of the publishers. This book may not be lent, resold, hired out or otherwise disposed of by way of trade in any form, binding or cover other than that in which it is published, without the prior consent of the publishers.

Printed in Finland by WS Bookwell.


CONTENTS

Preface

1     THE PROBLEM

What Do You Want Me to Do?

An unanswered question

An undiagnosed disease

Getting things done

Legacy thinking

The discipline of execution

A route map

2     THE CAUSE

The Three Gaps

Clausewitz and friction

Friction and nonlinearity

The three gaps

Quick recap

3     ELEMENTS OF A SOLUTION

Directed Opportunism

Culture change

Helmuth von Moltke and Auftragstaktik

From Auftragstaktik to mission command

From mission command to directed opportunism

Quick recap

4     THE KNOWLEDGE GAP

What and Why

Von Moltke on strategy

Strategy, planning, and preparing

Intent and main effort

Quick recap

5     THE ALIGNMENT GAP

Briefing and Backbriefing

Von Moltke writes a directive

Tracy’s dilemma

Structuring the organization

The story of Joe

Strategy briefing and backbriefing

Quick recap

6     THE EFFECTS GAP

Independent Thinking Obedience

Building the organization

Developing people

Drivers of behavior

Aligning processes

Keeping score

Quick recap

7     LEADERSHIP THAT WORKS

From Common Sense to Common Practice

The three levels

Strategy, tactics, and execution

The executive’s trinity

Impact

Conclusion

Appendix: On Strategy, 1871

A Template for Strategy Briefing

Notes

Bibliography

Index

Acknowledgments


PREFACE

Most lives have threads running through them. Some start in childhood, some in later life. Some break off and resurface later. Some are continuous. Sometimes, a few threads come together. This book is the result of some disparate threads in my life doing just that.

As a boy, I was fascinated by military history. It began with playing with soldiers and making models of tanks and aircraft. As a teenager, I became more interested in how they were handled, and played wargames. The fascination shifted from machines and soldiers to strategy and tactics.

Life had more apparently serious demands to make on me, and the pressure of exams pushed models and wargames into the background. I studied Modern Languages at Oxford and wrote a doctoral thesis about the German philosopher Hegel. I realized how little people in England really understand about German intellectual and cultural history. Germany was still seen as the old foe. If you go back beyond the twentieth century though, Germany was England’s old friend. I made my own friends there. Different as it was from my own motherland, Germany became a sort of intellectual fatherland for me.

As the demands of education were replaced by the demands of earning a living, I decided to join The Boston Consulting Group (BCG). I joined because working there seemed to be a very good way of learning about business and how an economy actually works. It was an unknown field for me, but I was drawn in by the reactivation of a thread: BCG were strategy consultants. Armies are not the only organizations which need strategies. Working as a business consultant was a way of understanding more about that curious business of strategy.

I stayed at BCG for nearly 20 years and, predictably, some of them were spent in Germany. I worked for clients in most sectors of the economy, which enabled me to discern patterns of success and failure which cut across all businesses. I became more and more interested in how organizations work, and was an early member of BCG’s Organization Practice Group. Strategy was hard-nosed stuff, understood in terms of analysis and a calculator. Organization was “touchy-feely,” soft stuff understood in terms of human behavior and judgment. However, in the back of my mind was the thought that the real hard men in the military took the soft stuff very seriously. They seemed to believe that success came from bringing the hard calculating and soft motivational sides together. They also seemed to believe that the soft stuff was more difficult than the hard stuff. They talked a lot about leadership; so did people in business. I wanted to go back and take a closer look.

In 1996, in a move between BCG’s Munich and London offices, I took some time off to write a book about a battle which has long haunted my imagination, the Battle of Britain. With half a manuscript to show for my labors I went back to work, but when I left BCG in 1999, I took more time off to finish it before taking up a new job. I found a publisher and with the 60th anniversary of the battle coming up in 2000, I completed the book and The Most Dangerous Enemy duly appeared in September. In writing it, I went back to the fatherland and spent a week going through German archives, which helped me to develop a new perspective. I picked up an old thread.

My publishers commissioned me to write a book about the desert war of 1940–42, and Alamein appeared in 2002. They found my approach to military history refreshing because, with the habits of a consultant now being second nature, I saw battles not as clashes between nations – as the Battle of Britain is usually portrayed – nor as clashes between individual commanders – as Alamein is usually portrayed – but as clashes between organizations. I felt that examining things at this level offered better explanations of events and it seemed that many readers agreed. The experience of a management consultant could add something to history. But I also felt that something could be gained the other way round: bringing the lessons of history to business.

I had become convinced that creating great organizations and devising great strategies is not a science but an art. In science our knowledge grows and builds on the past. There is progression. The sum of scientific understanding is greater today than in the past. In contrast in art, there are peaks and troughs over time. There is no progression. Artists today are not better than Leonardo or Michelangelo.

So it is with organizational development and strategy. Commanders today are not better than Julius Caesar or Napoleon. Things that have been mastered are forgotten. Each generation has to relearn old lessons and acquire old skills. They just apply the same principles to new situations. To learn the art of strategy and the art of creating organizations capable of executing strategy, we have to study the past and develop our skills through practice.

It was the writing of Alamein that prompted me to dive further into history in seeking some answers to problems my clients were grappling with.

In February 1941, General Erwin Rommel turned up in the North African desert with a modestly sized force called the Deutsches Afrika Korps and, despite intractable logistical problems, proceeded to give the British 8th Army a hard time for the next 18 months. With great consistency, the German army in North Africa was fast, flexible, and adaptive. They seized and exploited every opportunity their ponderous opponents gave them and yet always seemed to be working together to realize a cunning plan. At the time the British were baffled because Germans were supposed to be unimaginative, methodical, and slow, their national character shaped by “teutonic thoroughness.” Explaining the campaign as a clash of nations did not seem to work very well. So the British came up with an alternative explanation: it was all about individuals.

Rommel was quickly dubbed the “Desert Fox” and lauded by his opponents as a military genius. By 1942, he was the general most admired within the ranks of the British Army and even Churchill paid him a compliment in the House of Commons. In 1950, a British officer, Desmond Young, published a biography containing a foreword by Field Marshal Auchinleck, one of Rommel’s direct opponents. In it he wrote: “Germany produces many ruthlessly efficient generals: Rommel stood out amongst them because he had overcome the innate rigidity of the German military mind and was a master of improvisation.” He was able to do so because he was not “a typical Junker officer, a product of the Prussian military machine… and it may well be that this accounts for his amazing – and it was amazing – success as a leader of men in battle.”1 In the body of the book, Young points out that Rommel was a Swabian from Württemberg, “the home of common sense in Germany,” tucked away in the southwest of the country far away from the rigid Prussians in the northeast. Comparing him with a few young men he knew in the British Army, Young concludes that Rommel was a member of “this small company of exceptional young men, only on the wrong side.”2 So he was really British by nature, just born in the wrong place. National characteristics again, in a slightly more convoluted form than usual.

I have to confess that I did not find this very convincing.

If it is true, how did Rommel manage, overnight, to transform the 45,000 German soldiers under his command into fast, flexible improvisers? After all, there must have been quite a few rigid Prussians among them. And why did he not have the same effect on the 55,000 Italians he also commanded? If it all depended on him, why didn’t things break down when he was not there? He was often away, out of touch with his headquarters, riding with a reconnaissance unit in the trackless desert. Yet decision making never faltered. Furthermore, the German Army showed the same characteristics in all theaters of the war, no matter who was in charge. When the Allies landed at Salerno in Italy in 1943, the Germans had them bottled up within hours and the same thing happened again at Anzio the following year. Rommel was long gone.

Within the German Army talent pool, Rommel was regarded as an exceptional small unit and divisional commander, bold and thrusting. He was a great operator. But he did not have the depth of intellect or the mental toughness of a Manstein or Guderian. His own subordinates regarded him as very hard driving but rather unimaginative. Rommel was a Picton, not a Wellington.

So what was going on in the desert all those years ago?

I began to work on the hypothesis that it was not nations or individuals that mattered, but the German Army as an organization. I looked at how it performed elsewhere, examined its equipment and organization, and then its approach to command and control. Here, some lights began to go on. I tracked things back in time, down increasingly obscure paths leading to officer selection and training and other good old-fashioned HR stuff, which in turn led to behavioral and cultural norms developed in the nineteenth century. The answer became clear: Rommel had inherited an intelligent organization in which the characteristics he displayed were inculcated in every officer. He was superb at running it – but it had been created by somebody else, many decades before. And that creator was a Prussian.

As I explored all this, I also began to realize that interesting though the desert war was, the implications went far beyond it. Back at work I was dealing every day with client organizations which were as ponderous and bogged down with plans as the 8th Army. The big issue was not strategy but executing strategy. There was plenty of activity, but not much action. The business environment had become fast moving and unpredictable, but business organizations had been designed for a slower, more predictable world. The word “chaos” was becoming fashionable in the management literature, but nobody seemed to have a simple way of dealing with it. The business environment was becoming more and more like the way war has been for about 200 years. The type of organization needed to survive and prosper in such an environment had already been developed and had built up practical experience of what it takes over the best part of 70 years – but nobody knew about it. What if its practices could be transferred to business organizations?

I had the conceptual framework and there were also tools and techniques. I adapted them for business use and tried them out in client work. At first I did not say where they had come from. Then I found that people were interested, so I let them have the whole story. Working with various colleagues, some of them ex-military, we refined and simplified the approaches and started to get results across a wide range of businesses. Although there are general principles and approaches, every situation is specific. Applying the principles is not a science but an art.

So the threads came together: military history, strategy and tactics, German culture, the nature of organizations, and leadership. It has been a very personal journey. It has taken me closer to the heart of what it takes to build great organizations, but I have not yet arrived at that destination. The road goes ever on and on. This book is a milestone along the route; the milestone is the point at which activity is turned into action.


CHAPTER ONE
THE PROBLEM

What Do You Want Me to Do?

The intelligence of an organization is never equal to the sum of the intelligence of the people within it

AN UNANSWERED QUESTION

While the gray December rain drizzled down outside, the ground floor of the hotel had all the lights, sounds, and colors of a stage show. A well-known global technology company was holding its annual senior executive conference. The hundred or so top people in the company were listening to their bright, dynamic chief executive give his “state-of-the-nation” address, to be followed by an open question-and-answer session.

The CEO’s message was hard, but he was engaging and convincing. The markets were tougher than they had been in decades, new competitors had established themselves, customers were making higher demands, and technological change would require massive expenditure. Nevertheless, there was reason for cautious optimism. A new strategy was in place: a new emphasis on customer service, exploiting leading-edge technology to create a new generation of products, and a series of initiatives around people and culture. The organizational structure had already been changed. The company had a great brand and great people. But – and here he paused – not a lot was happening.

He made his appeal. The company needed pace. Things were changing too slowly. The markets would only wait so long. The strategy had been debated and formulated twelve months before, signed off six months before, communicated internally and externally – but it was not happening. Sure, there were still open questions; there always would be. Nevertheless, the people in the room could not all meet again in a year’s time and be saying the same things. The time for debate was over. It was time for action, to get on and do it. The future was in their hands.

The CEO was impressive. He spoke without notes. He was in command of the issues; his words were fluent, but not facile. He was open about the difficulties and made it clear he was confident but concerned. The applause was genuine. He sipped from his glass of water and moved on to the Q&A session. Be open, please. No holding back, tell it like it is, challenge anything and everything. Let’s put things on the table today, not tomorrow.

There were a few questions about what was going to be done about this or that. Then over on the left a woman took the wandering microphone. She was responsible for a sizeable chunk of the business. “I understand the strategy,” she said. “I agree with it. I think it’s a good one, perhaps the only possible one. We have talked about it a lot and communicated it down the line. There are lots of initiatives. But…” – here she paused slightly – “what do you want me to do?”

The question was precisely placed at the intersection point between naïvety and sophistication and intoned with a note of plaintive frustration. The smiling nods and approving murmurs from the audience suggested that it would have been unwise to interpret it as naïve; that indeed, she had had the courage to ask the risky question that everyone wanted answered.

The reply was measured, but evinced frustration of its own. As I said, the CEO observed, we do not have all the answers. But surely you don’t expect me to tell all of you what to do? This is not a command-and-control organization. You are big boys and girls. I am not running this company, we all are. We have a strategy, we have long-term objectives, we all have budgets. We are running a business and we have a direction. It is for each of us to decide what we have to do in our own area and to get on with it.

This response was not unreasonable. That, surely, is what a modern, devolved structure is all about. The question had not sounded like a request for direction; there seemed to be plenty of that already. Nevertheless, her question remained unanswered. What was missing? In the hotel lobby, in the coffee breaks, over the buffet lunch, and in the bar in the evening I tried to find out. People were more than happy to talk.

The organization was lethargic but also full of frantic activity. People were working so hard that the HR people were seriously worried about issues of work–life balance and potential burnout. However, all this activity was having no discernable effect on the company’s performance.

Revenues were falling, margins were eroding, service standards were deteriorating, and, most worrying of all, they were losing share of the already declining market to a confident new competitor. The sagging top line was rendering the burden of fixed costs insupportable. Everybody knew that and everybody knew what it meant: they would not all be there next year. Those who were there would have to work even harder. During the conference they had been canvassed for their views about the issues which needed to be addressed. As a result, more initiatives had been added to the already substantial list of long-term goals, medium-term objectives, and short-term priorities. Someone told me there were 11 of those. In the afternoon it became 17. There was much talk about “having a day job as well as all this.”

The situation seemed to be very complex. There was uncertainty about the causal relationships between the mutually reinforcing elements of the doom loop they seemed to be in and therefore what to do about them. Should they cut costs or invest in revenue growth? Or both? There was uncertainty about what really mattered. Was it service or price or was the product suite too old? They needed to improve revenue, margins, and service, but how to do all three at once? Where should they start? Every time they discussed their problems people came up with new things to do and these were added to the lists.

To resolve the uncertainty, people held meetings to define and analyze what was wrong. The most common outcome of such meetings was the discovery of more problems, which extended the uncertainty. People started their conversations with “the reason this is a problem is…” In pondering the current state and what should be done, all sorts of subproblems emerged, along with reasons not to do things and why they would not work. Everything they could do would cost too much. There were things they might do but couldn’t because they lacked information, be it about external markets or competitors, or internal information such as when a new product would be available. All agreed that they needed to find out more. Doing so took time.

The provocative and risky question from the floor had many echoes. They were all familiar with the strategy – or at least with the themes of the strategy. But nobody knew what they themselves should do. So everyone discussed the generalities of the overall situation and what “the company” ought to do. The most senior people were beginning to lose patience. There was a history of entrepreneurialism, but it was getting them nowhere. In fact, it was making things worse. They needed to leverage their scale globally, but as long as country managers were calling the shots and demanding scarce technical resources from the center to fix trivial local problems, the fundamental need for a new technology platform could never be addressed. To hell with entrepreneurialism; it was just an excuse for selfishness and waste. The center wanted to take charge. “We have to tell people exactly what we want them to do,” one senior executive told me. “We must spell it out in painful detail,” gritting his teeth as he uttered the words. He meant them.

Yet what were those actions he wanted to spell out so exactly? And if they were carried out, would they work? How, indeed, would the organization know if they worked? People in the operating units were skeptical, anxious that the center would indeed take control without knowing what it was doing. Country managers all had their stories about what disasters ensued when central initiatives were imposed. “They just don’t understand that markets are different,” I was told. “We’re a global company. You can’t do the same thing in Thailand as you do in Germany. Some of this stuff is just crazy, so we ignore it. They come up with something new every month anyway, so in a few weeks it will all go away and they will be on to something else… like the balanced scorecard.”

As people failed to do what was wanted – either because they did not understand what was wanted in the first place or because they understood only too well and thought it was wrong – the resulting frustration and suspicion led in turn to a call for tighter control. As the initiatives specifying actions increased in number, so did the metrics specifying targets. These gradually gave way to metrics about actions. Input measures dominated output measures, and in plan reviews questions about what was being achieved were replaced with questions about how things were being done. Senior management spent much of their meeting time creating, discussing, and reviewing measures and numbers. The numbers themselves became very detailed, yet divorced from overall goals. Behavior became driven by targets rather than performance. A sales group spent substantial meeting time discussing the need to build a long-term relationship with a key customer, based on service. In the next session they focused on how to “push” product into that same customer in order to meet their targets.

Trust was eroding between the top and the bottom and across the market and technology functions. For all the metrics, accountability was very diffuse. In the complex matrix, few people were uniquely accountable for anything. However, in the quest to increase motivation and commitment, performance bonuses were being linked more tightly to specific measures. People objected that they were not in control of what they were being measured on. They were told to work more closely with their colleagues and get on with it. As distrust grew, so did resentment, and it turned into a sense of helplessness.

I was told that a member of the executive board had addressed a management team with a very clear mandate to make recommendations for the business that he would support at the board. When he left the room, the group said, “This will never happen – and what’s the point anyway?” It was not that they did not trust him as an individual. They did not trust the organization, in part because of its poor track record in pushing things through and making them stick, and in part because they did not believe the board members were united. Stories about disagreements abounded. Differences in opinion, even differences of emphasis, were magnified in the tales that were told outside the boardroom door.

Things did not look good. Maybe the markets would turn. They must turn some time, although nobody knew when. To stand and wait would serve no one. What was the cause of the problems?

AN UNDIAGNOSED DISEASE

The following year, I was invited to do some work for the research and development arm of a global pharmaceutical company. The history and culture of this organization were very different.

The technology company had had a long history of devolved responsibility, with powerful country heads taking many important decisions. This worked well, but over time gave rise to duplication of effort and turned into an undisciplined failure to exploit scale through standardization. In contrast, the pharmaceutical company had a strong center, drug development was highly disciplined to meet the requirements of regulators, and there were a lot of standardized processes. That would surely enable the organization to get things done.

But not much was happening there either. In fact, it looked very much as if the whole industry was in a long-drawn-out crisis, trapped like a frog in a saucepan of water which was beginning to approach boiling point.

It is still in the saucepan. The world pharmaceutical industry is spending more and more to produce the same or less than it has done in the past. The length of time taken to bring a potential drug to market is 11–15 years. The trend is lengthening. The chance of a potential drug making it through the clinical trials process and being approved for use is about 1 in 20. The trend is declining. The average cost of a drug reaching approval has been estimated at about $800m. The trend is rising. People working in the vast R&D organizations of the industry are working harder and harder and achieving less and less. It is not unusual for someone to spend their whole career in drug development and never be part of a team which successfully brings a drug to market.

Something had to be done. That was already clear when I turned up for the first time at an R&D site of my new client on a bright summer afternoon.

Once again, there was a lot of activity. There was also a great deal of thinking. Strategies had been developed for exploiting scale, developing technology, managing risk, growing the pipeline, building trust, developing people, and much else besides. The talent and resources available were staggering. Every other employee in the R&D organization had a PhD in science or medicine or both, and the company was sitting on a cash pile with which it could acquire new expertise, invest in technology, or buy the rights to new drug compounds. Most of the world’s leading consulting firms were employed on a regular basis, analyzing trends and future scenarios, developing new IT systems, and introducing new ideas to improve efficiency. There were impassioned internal debates about the virtues of focusing on big-ticket “blockbuster” drugs against smaller, targeted drugs, about a strategy based on precision medicine, about the role of new biomarkers and the deciphering of the human genome. All were being explored, but nothing much was being achieved.

While there were a lot of clever people who were very well informed, taking decisions was difficult. In fact, the greater the volume of information, the harder it was to decide what to do. Developing drugs is by definition pushing forward the boundaries of knowledge and entering areas of high uncertainty. So most decision-making bodies were committees of experts covering all the various disciplines which could have something to say. Because of the high risks inherent in the business and the serious potential consequences of making mistakes, decisions taken in one committee were reviewed in other, higher ones to ensure proper control. Approving decisions took months. By the time they had been approved, the situation had usually changed, new information was available, and the decision had to be reviewed again. Sometimes decisions were deliberately postponed in order to get more data, for there was always more to know. There was a quest to find the sort of certainty offered by science. It was never fulfilled.

Given the large number of specializations, the organization was very complex. The project teams actually running the drug trials cut across a matrix of country-based sites and global functions. This rendered it difficult to make accountability clear, especially as over the long life of a drug under development the makeup of the team would change. People’s hard reporting line was to their functional line heads, who had prime responsibility for their evaluations. So the functional heads tended to have most sway over how people spent their time. All the functions had their own plans, objectives, and targets, and these ran into conflict with the projects. For example, the person leading the regulatory sub-team on a project just six weeks away from filing a new drug with the FDA was told by his functional head to attend a week-long meeting abroad about the latest developments in global regulatory affairs. He felt helplessly torn. Had he gone, the project would have missed its filing date, costing millions of dollars in lost revenue. In the end he stayed. The projects were the sole source of actual value creation, but the teams working on them often felt they were engaged in a peripheral activity.

Every member of a project team thus faced the daily problem of working out what they should do. They spent a lot of time in meetings and exchanging emails. Most emails were CCed out of fear of the consequences of leaving someone out or failing to syndicate a decision. Given the complexity of the issues involved, meetings went into a lot of detail in order to try to work out what mattered and what didn’t. Given all the noise, some genuinely important things were passed over, for if someone had something to communicate it was very difficult for it to be heard. It was not uncommon for people in a meeting to ask for information which had already been circulated well in advance. They had not noticed it – and there was little time to read it anyway.

Things got bogged down. People spent all their working days in meetings or reading emails, but still had their own work to do for at least two bosses. In the end, frustration would drive some of them simply to do something, whether it made sense or not. Real decisions were made in informal encounters in the corridors and then announced later. They were not always good ones, but at least they moved the debate on. As no one was quite certain who was responsible for what, internal hierarchy dominated.

A submission was once radically altered at the last minute by a senior executive. The regulators rejected it, as the team had expected. This led to a long delay and a loss of credibility. The team could have dealt with the intervention had it come earlier, since they had the best information about the matter. In practice, seniority conferred the right to overrule any decision at any point, although it was not clear that the organization intended this to be the case.

So people became cynical about all the meetings, just turned up to be seen and deferred to the most senior person present. Many people stopped taking any decisions at all and delegated upwards. One senior executive responsible for a budget of $2bn told me that the last straw was when he had been asked by a refurbishment committee to decide on the color to paint the walls of a meeting room on the floor below. The people on the refurbishment committee either did not know what decision-making authority they had or were not prepared to use it. Few people knew what their freedoms were or where their boundaries lay. Because boundaries were so unclear, the only safe course of action was not to explore them, but to keep your head down and play safe. Stepping over them could result in punishment.

Stories did the rounds, like the one about the person who noticed that there was a lack of coordination between the US and European parts of her global study team and wrote to the leaders of both parts to suggest that they get together, copying in a senior representative of the line. She had no direct reply, but the senior person copied in complained to her boss that she was interfering in an area which was none of her concern. The leaders of the US and European parts of the team did indeed hold a global meeting, which did prove to be necessary.

Things had reached the point at which showing initiative or trying to put in an outstanding performance to achieve project team goals was felt to be positively dangerous. On one project, the leader of the regulatory work put in a massive effort to get the filing in on time and to a very high standard. In doing so, he put senior management under a lot of pressure to sign off quickly. He was subsequently passed over for further jobs and left the company. The project leader who supported him had to wait for a long time to get another assignment and also left. The reasons for this were unclear, but the word in the corridors was that he was punished for putting in an extraordinary effort. The organization appeared to reward compliance rather than initiative or creativity. The result was passivity and fear.

The desired outcome – an increase in the number of new drugs – was still missing from the picture, so controls were tightened. It was appreciated that “what gets measured gets done,” so after a long IT project, a new balanced scorecard system was finally signed off. It contained 64 individual metrics for each site. No one was quite sure which ones to use and there were some theological arguments about how many each person or function should have in each of the four main categories. The process for setting budgets and business targets was run by Finance, and the process for personal targets was run by HR. Both had their own methods. The result was two sets of targets which were overlapping but different. No one was quite sure what the organization really wanted of them.

The pharmaceutical industry is strictly regulated. There has to be an audit trail to show exactly how each step in a trial has been conducted. So the trials are run against a set of Standard Operating Procedures or SOPs which are agreed with the regulators. They act as a control on how things are done. No one was quite sure exactly how many there were – some rumors went as high as 2,500 – because nobody knew them all, and they were in any case continually being changed and updated. To make sure that it achieved the highest standards of excellence and compliance, the company put enormous effort into SOP training, but people inevitably tried to avoid it. This raised the specter of potential litigation, so participation was more rigorously enforced. The amount of training was specified and if people failed to put in the required number of days, they would lose points from their bonus entitlement.

One woman with 15 years’ experience was informed in an email from corporate headquarters that she had to complete her SOP training by the end of the month or lose some points. This occurred one week before the drug she was working on was due to be filed. She was leading a subteam which had managed two unusually complex trials in record time. Nobody seemed to care about that. It certainly had no effect on her bonus, which was now under threat of being cut. She managed to squeeze in the training in the end. Some of the new SOPs had been written by people she had herself trained some years before.

***

There is something systemic to these examples. They show large organizations, rich in resources and full of talented people, trying to execute strategy and failing. One organization gave its managers a high level of autonomy; the other was highly centralized and aligned all its operations around tightly defined processes. Both ended up exhibiting similar behavior. The malaise transcends business sectors and nationalities. It is an organizational disease which threatens to be an international pandemic, although the disease is undiagnosed.

These two examples describe a set of symptoms which are all around us. We see organizations operating in a complex, uncertain environment. In an attempt to cope with the complexity the organization grows complex as well. It becomes opaque, which creates internal uncertainty to add to the uncertainty outside. Different parts of the organization are concerned with different things and seek to do a good job by optimizing them. The results clash. Faced with uncertainty, people search for more information; faced with complexity, they do more analysis. Meetings proliferate and decisions are delayed. People in the front line become frustrated at the lack of the decisions they need someone to make to let them get on with their job, and people at the top become frustrated at the apparent lack of action, although the level of activity is high. More initiatives are launched, increasing the level of activity. The psychological effect is to increase confusion. There is lots to do, but what will have the greatest effect and who should do it? Accountability becomes more diffuse, so controls proliferate. This slows things down and restricts the scope for front-line decision making. In an attempt to increase clarity, actions are specified in more detail. The emotional effect is an increase in cynicism and frustration. Trust erodes. The cycle is toxic.

The causal nexus is also unclear. Are people searching for more information and avoiding decisions because of the complexity of the environment? Or is the search for information creating complexity and rendering decision making more difficult? Or is the difficulty of taking decisions leading to the search for more information and creating more complexity? In any of the situations described, any or all of these may be the case, and probably are. At a fundamental level, every problem relates to every other and exacerbates it. There is no hierarchy of cause and effect but a set of reciprocal relations within a system: every cause is also an effect and vice versa.

We should not confuse the set of symptoms with the disease. If the observed effects are systemic, then the underlying causes must also be systemic and must be understood as a whole. It is a truism that in a complex system like the human body, an observed effect, like a yellowing of the skin, may indicate a problem in an internal organ such as the liver. It is no good sending the patient to a dermatologist. We have to understand a little, at least, of how the causal system works, and then choose the point or points at which to intervene to alter the system as a whole.

Answering that simple question “What do you want me to do?” is quite a problem.

GETTING THINGS DONE

Generating activity is not a problem; in fact it is easy. The fact that it is easy makes the real problem harder to solve. The problem is getting the right things done – the things that matter, the things that will have an impact, the things a company is trying to achieve to ensure success. A high volume of activity often disguises a lack of effective action. We can mistake quantity for quality and then add to it, which merely makes things worse.

The problem is well documented and it is widespread. In a recent survey, conducted over a period of five years, a leading consulting firm collected responses from 125,000 managers from over 1,000 companies in over 50 countries. Employees in three out of five companies rated their organization “weak” at execution. As the consultants laconically observed: ‘When asked if they agree with the statement ‘Important strategic and operational decisions are quickly translated into action’, the majority answered no.”1 The organizations found it difficult to do what they regarded as important.

This is odd. Why can companies do things that don’t matter very much but can’t do things that do?

The problem is also enduring. One of the most experienced teachers of courses on strategy implementation in the US laments that conversations he holds with managers on the subject of execution have hardly changed in 20 years.2

This is odder still. When we know we have an important problem which is not new, why can’t we solve it?

If a problem is widespread and enduring, its origins are likely to be deep-seated. The solution is therefore unlikely to be a quick fix or something new to add to what we do already. It is likely to be something fundamental, which involves changing what we do already.

It is the contention of this book that this old problem has an old solution. The solution is not only old, but also fairly simple to understand. Indeed, once understood, it feels like little more than common sense. Unfortunately, being common sense does not make something common practice.

This naturally prompts the question: “If this solution has been around for a long time and is simple to understand, why isn’t it common practice?”

There are two main reasons. The first is that the history of management thinking has built up barriers to adopting the solution. Management thinking has its origins in nineteenth-century science. It saw business organizations as machines, and the management model it adopted was grounded in engineering. While this view has been disavowed by modern management thinkers, its legacy is insidious.

The second reason is that although the failings of the legacy model are clear, it is not clear what it should be replaced with. Lacking an alternative, practicing managers fall back on the engineering model as a default. They often do so without knowing it, because it is so fundamental. They end up with deep-seated problems they cannot address because they are as unaware of the origins of those problems as of the alternative on offer.

To challenge our insidious legacy we need to become aware of it.

LEGACY THINKING

In the decades following the Industrial Revolution, many businesses were built up around factories which were essentially machines, and the people needed to operate them were integrated into them like the proverbial cogs. The machine became the model for business as a whole. Machines are designed to carry out a set of definable tasks and they do so if properly controlled by their operators. Machines are mindless, they just do what their designers want. If something goes wrong it is because a part has malfunctioned and needs to be repaired or replaced.

In 1911, Frederick Winslow Taylor’s classic The Principles of Scientific Management enshrined the machine model for several generations. This approach to management rests on three premises:

1 In principle it is possible to know all you need to know to be able to plan what to do.

2 Planners and doers should be separated.

3 “There is but one right way.”

A manager was a programmer of robot workers. The essence of management was to create perfect plans and tell people precisely what to do and how to do it.

Taylor and his followers had a tremendous impact and helped to professionalize management in ways we now take for granted. Their methods resulted in great improvements in efficiency. Taylor studied repetitive, menial tasks (like shifting pig iron onto railcars) in great detail and worked out how to perform them optimally, as a machine would. Just about every business involves tasks with similar characteristics, and today a lot of those tasks are indeed performed by robots, or have been standardized in computer programs.

Yet Taylor did not believe that his methods should be applied only to a particular set of tasks. Scientific management was to replace the old approach entirely. This old approach dated from the pre-industrial era of tradesmen. Then, Taylor writes, managers sought to induce each workman “to use his best endeavours, his hardest work, all his traditional knowledge, his skill, his ingenuity, and his goodwill – in a word, his ‘initiative’, so as to yield the largest possible return to his employer.”3 He wanted to consign that to history.

However, businesses also involve tasks which are not menial or repetitive, but where knowledge of particular circumstances is critical. The less stable and the more dynamic the environment is, the more they matter. One of them is developing strategy. In the case of tasks such as these, all three of Taylor’s premises are false.

In 1955, those premises were explicitly challenged by Peter Drucker
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