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Systems thinking is seeking to understand system behavior by examining "the whole," instead of 
by analyzing the parts. That the whole is greater than the sum of its parts isn't just a slogan; it impacts 
our lives in a very real way. That's because living beings, organizations, and societies are systems. We 
need systems thinking to understand and improve the behavior of organizations and social systems. 

Bob Powell 
  
 
The power of "the whole": "The compatibility between the parts and their reinforcing mutual 
interactions create a resonance, a force, which will be an order of magnitude higher than the sum 
of the forces generated by the separate parts.  

Systems Thinking, Jamshid Gharajedaghi 
 
 

If the systems approach seems unnecessary, please keep in mind: "Acceptable ideas are 
competent no more, but competent ideas are not yet acceptable. This is a dilemma of our time." 

Stafford Beer 
 
 

On mental models: "The inertia of culture is manifested by public and private images acting as 
filters, developing a selective mode of reception. This tunes the receptors for particular messages. 
Those consistent with the image are absorbed and reinforced, while contradictory and antagonistic ones 
have no significant effect. This phenomenon, although an impediment to change, acts as a defense 
mechanism and structure maintaining function. Furthermore, since truth is commonly identified with 
simplicity and comprehensibility, what one does not understand is simply rejected as false."  

Systems Thinking, Jamshid Gharajedaghi 
 
 

If this seems complicated, please keep in mind: "My worry when executives say, 'Keep it simple 
stupid,' is that they're underestimating the complexity of their own organizations and 
environments."  

From "Sense and Reliability, A Conversation with Celebrated Psychologist Karl E. Weick",  
Harvard Business Review, April 2003. 

 
 

 
Managing growth is difficult. 
 
 
 

That’s why we need to keep learning.
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Executive Summary 
This Industry Cluster Analysis Proposal has been carefully designed to meet the timelines and 
requirements of the El Paso County RFP No. 07-016.  Specifically the objective is to enhance the 
competitiveness of the target counties by identifying preferred economic clusters to target, priority issues 
to address for the target clusters, and who to involve in addressing which issues with a preliminary set of 
suggested actions. Special attention will be given to identifying clusters, issues and actions with the 
greatest potential for generating military spouse employment.  
 
This initiative will include tracking such factors as natural resources, infrastructure, innovations, training 
programs, and academic programs.  Driver industries will be identified as well as linkages and potential 
clusters. 
 
The following sources will provide primary information for this cluster analysis: 

• Existing studies, assessments, reports, and analyses. Preliminary research indicates a level of 
assessment and planning activity already underway in many of the counties.  Key agencies will be 
contacted for copies of documents relevant to this analysis. 

• Economic data and cluster sources: Cluster Mapping Project and IMPLAN. 
• The mental models1 of participants in sub-region and regional workshops with volunteer region 

leaders, stakeholders and industry representatives. There will be a series of four workshops in 
each sub-region and region. A four-workshop series is proposed to build relationships over time 
and energize participation, applying proven facilitation methods to generate quality input in 
minimum time. 

 
Highlights of this proposal include: 

• The use of systems thinking supported by models of economic clusters, societal networking and 
the workforce system provide the foundation for this analysis. 

• Detailed previous work and preplanning facilitate a fast start and make it feasible to complete a 
quality plan within the allotted time frame. 

• State of the art software and information sources to provide accurate guidance on regional cluster 
characteristics and trends. . 

• Well-qualified team members bring in-depth regional knowledge, facilitation skills, analytical 
capabilities and business writing expertise to the project. 

 
Primary outcomes will be  

• Strategies for cluster development in the sub-regions and region,  
• Increased enthusiasm by participants being able to see how to bring order and direction out of 

very complex situation 
• Improved working relationships within the Southeast Colorado E3 Partnership itself and  
• Identified cluster activities to increase regional competitiveness and create military spouse 

employment opportunities.  
 

Project Overview 
 
This cluster analysis proposal is designed to allow stakeholders, regional leaders, and industry 
representatives in the specified regions to identify current and potential economic clusters and foster 
cluster growth and vitality.  
 
Economic development is not a result of one time actions. Rather it is a result of continuing beneficial 
feedback.2 Therefore, the proposed approach for fostering cluster formation is appropriately based on a 
systems thinking foundation, which is the appropriate lens through which to study clusters.  
                                                      
1 Mental models here refer to beliefs about causality. 
2 Feedback is returning part of the output of a circuit, system, or device to the input, either to oppose the 

input (negative feedback) or to aid the input (positive feedback). 



 
Cluster development requires a shift away from company-focused strategies to a holistic and ecological 
approach that understands that the whole is truly greater than the sum of the parts.  
 
The sub-regions are, with the region encompassing all the sub-regions: 

• El Paso – Teller • Huerfano – Las Animas 
• Pueblo – Fremont • Crowley, Kiowa, Otero, Baca, Bent, Prowers 

 
 
There are 7 phases to this project:  

I. Work Plan 
II. Research & Data 
III. Cluster Identification  
IV. Cluster Issue Identification 
V. Cluster Strategy Identification 
VI. Cluster Review 
VII. Analysis and Recommendations  

 
Work Plan and Research & Data Phases 
 
This phase includes the requested gathering of existing economic studies, assessments, reports, and 
analyses, as well as acquiring contact information and suggestions as to who else should be involved. 
Available economic information will be analyzed for its relevance and applicability to understanding how 
to improve cluster formation in the regions covered by the Southeast Colorado E3 Partnership (SCE3P). 
This data will be a starting point for identifying candidate clusters and developing strategies for retention, 
expansion, and attraction.  
 
In this phase this team will develop plans and processes for a series of workshops to access the 
knowledge of regional area leaders, stakeholders, and industry representatives and energize their 
participation. Workshops will be held for the sub-regions and region and will be planned to accommodate 
12 to 24 persons. To increase participation workshops will last no more than two hours,3 scheduled for in 
the early morning or late afternoon (depending on potential participant preferences identified during initial 
contacts).  
 
The intended outcomes of workshops at the sub-region level include:  

1. Cluster identification and ranking,  
2. Identification and ranking of critical issues to address for the top-ranked clusters,  
3. Identification of entities/participants seen as essential to act on the top-ranked critical issues for 

the top-ranked clusters. Also, there will be an opportunity for participants to suggest activities for 
ongoing projects to deal with critical issues, and  

4. Presentation and review of the results of the first three workshops, providing an opportunity for 
additional comments. In general portions of workshops will be divided into subgroups to address 
topics in parallel, returning to the large group to present and share results.  

 
While systems thinking models of clusters, societal networking, and the workforce inform the structure of 
the proposed project and workshops (see appendices), there will not be time available to engage 
workshop participants in model details or design. Menus of issues (feedbacks and external driving forces 
… see the Appendix A on the cluster model) will be suggested from the work, and workshop participants 
will also be invited to suggest other issues that are not in the models. Relevant feedback loops will be 
used to suggest those who might usefully be involved in promoting the top-ranked feedbacks, and 
participants will be encouraged to propose others as well.4  
                                                      
3 Half- or full-day workshops are typically more efficient, but we consider them too burdensome on busy 

participant schedules. Providing approximately two weeks between workshops will allow time for 
contemplation of the issues. Multiple workshops will also provide more opportunities for participants to 
make connections, energize participation, promote cooperation, and spread the word about the 
initiative.  

4 Models will be used to inform, but not constrain, thinking. Participants can suggest any issue and have it 
considered by the group along with others. We have found a few balk at accepting models created by 



 
Input to the initial workshops will come from state-of-the-art capabilities of the Cluster Mapping Project 
and IMPLAN system. These will be valuable resources in initially identifying clusters to emphasize and 
bring valuable understanding of characteristics and trends of local and competing clusters.  
 
The workshop series at the regional level are to be essentially the same as at the sub-regions, only 
informed by regional data and by what’s learned in the sub-regions. An additional early workshop at the 
regional level will be to develop a Vision and goals for the SCE3P through 2020. Vision is defined as 
essentially a long-term goal having5 two components: desired outcomes and what the organization needs 
to look like to achieve the desired outcomes.  
 
One other aspect will be added to “Vision”: that of “Concept.” Concept is a definition of “who we are” in 
terms of “how we should act” to achieve the Vision. Examination of “Concept” is important for 
understanding the importance of collaboration, cooperation and collective learning in cluster development 
for arriving at an “Invented Future” in which identified clusters thrive. Clusters are unlikely to develop in 
the absence of trust, collaboration, and information and knowledge exchange, i.e., in the absence of 
significant social capital.  
 
This trust issue is vital and a prominent feature in one cluster definition: “A system of inter-related 
companies, institutions and networks with common understandings, a desire for continual growth, and a 
level of trust which enhances the flow of knowledge.”6 This reference notes that “the most important 
features of clusters”:7 

• “Clusters are not about scale, but about relationships. They are spawned, not manufactured”. 
• “Clusters depend on creating community”. 
• “Trust is a key factor underpinning innovation & increased productivity”. 

 
This phase will also include  

• Use of resources of the Cluster Mapping Project to identify sub-region and regional characteristics 
and clusters.  

• Attending IMPLAN workshops to gain needed familiarity with the tools and data. 
• Completing and submitting a Master Work Plan and Schedule to deliver requested Scope of 

Services within ten days of Contract Award. 
• Contacting, informing and inviting regional area leaders, stakeholders, and industry 

representatives to the workshops. 
 
Those invited to participate in the workshops will include, but not be limited to, those suggested by the 
County’s Proposal Evaluation and Project Review Committees.  
 
 
Cluster Identification, Cluster Issue Identification, Cluster Strategy Identification, & Cluster Review 
Phases 
 
Because of the project’s short time frame, this phase will begin within three weeks of contract award. 
There will be continuing emphasis on consistent and ongoing communication with area leaders, 
stakeholders, and industry representatives by mailed notices, e-mails and phone contacts emphasizing 
benefits of attending to promote workshop participation.  
 
Again considering the short time frame of the project, many sub-region workshops will be held in parallel. 
After initial sessions to test processes and align workshop leaders with processes, most workshops will 
be staffed by two people from this proposer team. As the schedule for individual workshops evolves, 
conflicts and personnel loading will likely require adding staff to conduct the workshops. Additional team 

                                                                                                                                                                           
others, no matter how well considered the model or time invested by others in creating it. This approach 
will avoid that potential barrier to progress.  

5 As defined by Collins and Porras in Built to Last. 
6 Enhancing National Economic Benefits Through a New Cluster Paradigm, p. 17: 

http://www.aeema.asn.au/ArticleDocuments/61/Final%20Cluster%20Report%20-%20Jan%2004.pdf  
7 Ibid. p. 24. 



members will qualify for project participation based on their knowledge of the region and ability to conduct 
or support workshops. Any proposed additions to the team will be identified to and approved by the 
County Representative in advance. 
 
Reports on workshop outcomes will be provided to the County Representative, invited participants, and 
SCE3P members within three days. In addition, progress reports will be submitted approximately every 
two weeks to the County Representative. We consider monthly progress reports over a 3 month period to 
be too few to keep the County Representative informed in a timely manner.  
 
 
Analysis and Recommendations Phase 
 
In this phase we will prepare the Final Report and prepare and present the PowerPoint Presentation 
(preliminary & final) and submit them no later than June 1, 2007.  
 

Systems Thinking Is Vital for Understanding, Identifying, and Fostering Economic 
Clusters 
The essential feedback nature of economic clusters explains their formation and evolution: 
 

The whole process of industrialization within the United States was marked by … small 
accidents leading to the establishment of one or two persistent centers of production. … 
What is important … here is … not the initial accident but the nature of the cumulative 
process that allows such accidents to have large and longlasting effects. … there is a 
circularity that tends to keep a geographic cluster in existence once it is established. 

Paul Krugman, “Location and Competition: Notes on Economic Geography.”  
In Rumelt, Schendel, & Teece, Fundamental Issues in Strategy - A Research Agenda 

Harvard Business School Press, 1994 
 
The circularity to which Krugman refers is reinforcing8 feedback that results in either exponential growth 
or exponential decline of industrial centers. If feedbacks are favorable, a cluster will grow; if not, a cluster 
will decline. Therefore, reinforcing feedback is a two-edged sword and is the source of the belief that 
regions must either “grow or die.”9 
 
Clusters in one region are in competition with like clusters in other regions. When one region’s composite 
attractiveness for a cluster "gets ahead" by having a more effective and efficient ecology of similar 
companies, suppliers and customers, the favorable feedback drives the region to get even further ahead. 
This means a type of cluster in one or more regions grows at the expense of the others.  
 
This is an example of the systems thinking archetype known as "Success to the Successful".10 Colorado 
has few “headquarters companies” and tends to lose companies that grow beyond a given size because 
the “small fish” are swallowed by “larger fish” in more successful clusters. This will continue unless 
Colorado is very successful at cluster formation. Therefore, this project’s success in identifying regional 
economic clusters is vital for fostering cooperative and governmental action to generate more favorable 
feedback in cluster ecologies. 
 
A guiding principle of systems thinking is that the structure11 of the system leads to observed behaviors. 
An analogy is that a bell rings, not just because it is struck, but because it’s shaped like a bell and made 
of materials that allow it to ring. It’s internal structure, not external forces, that makes the difference. For 
organizations and social systems the “internal structure” in question is formed by feedback loops. If the 
internal structure of a model being considered does not describe behavior, it’s necessary to expand the 
boundary until its internal structure does create the observed behaviors. This is a useful perspective in 
that it says that, to a large extent, we can control our fate by changing the system.  
 

                                                      
8 In engineering terms this is positive feedback. Positive feedback accelerates changes in either direction. 
9 “Grow or die” isn’t inevitable; balancing (negative) feedbacks can provide stability.  
10 This is known as “path dependence” in system dynamics terminology. 
11 “Structure” includes our human mental models of, or beliefs about, causality.  



But that’s not to say that there are not external influences or driving forces. Both internal driving forces 
(feedback loops) and external driving forces must be considered in developing cluster strategies. As 
examples of external driving forces, consider how trends in energy costs and telecommunications might 
affect cluster formation.  
 

• Energy costs: Lower transportation costs promote cluster formation for tangible products. That’s 
because it can cost less to produce products in a centralized place and ship to other locations. As 
gas and energy prices increase, the formation of economic clusters for tangible products will 
decline. This is good for the Pikes Peak region in that this smaller region will benefit from the 
reduced ability of large clusters to form.  

 
• Telecommunications: As telecommunications improve, clusters for intangible products are likely to 

form more easily as there is a very low cost to producing in one region and sending the intangible 
product to other locations. Because cluster formation is now taking place on a global scale, 
powerful clusters for intangibles are forming in other locations and leading to the decline of such 
clusters in the U.S., Colorado, and the regions considered here. On the other hand, powerful 
communications can allow highly-paid professionals to work from remote locations. 

 
We can also control our fate to some extent by how we deal with external driving forces. Other driving 
forces examples: aging populations, advances in life science technologies, and globalization.   
 

Our Team’s Value Propositions 
Product Leadership 

• A systems thinking feedback perspective is 
innovative and an important addition to 
Porter’s “5-forces model” and Brandenberger & 
Nalebuff's "Value Net", which adds the useful 
concept of “complementors.” Systems thinking 
is an "ecological feedback" perspective rather 
than a linear "forces" perspective.  
  

One reference12 notes that a 2003 Victorian 
Government Discussion Paper on Clusters 
observes that “Porter’s framework does not 
say how to upgrade clusters or how to govern 
cluster’s collective action. Nor does he give a 
clear indication of which actions best suit 
clusters during their developmental phase”. 
Our approach taps into the knowledge of 
participants to guide how to form groups that 
will foster cluster growth and develop preferred 
action plans.  

• Previous modeling of clusters, societal 
networking and the workforce system (see 
Appendices) by this team provides "speed to 
market". 

• Systems thinking is the appropriate and highly 
effective approach to understanding current 
circumstances, trends, and what to do to 
improve them. 

• A conscious awareness of cluster dynamics intelligently guides structuring the project by first 
selecting clusters to examine, then considering issues (internal feedbacks and external driving 
forces), and then identifying who should do what to address the issues. 

                                                      
12 Enhancing National Economic Benefits Through a New Cluster Paradigm, p. 24: 

http://www.aeema.asn.au/ArticleDocuments/61/Final%20Cluster%20Report%20-%20Jan%2004.pdf 
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• A facilitation approach based on systems thinking creates constructive group dynamics (i.e., 
overcoming what we call “group multiple personality disorder”) to efficiently and effectively obtain 
valid information from participants and identify consensus. 

• A systems thinking perspective understands there is much more information in people’s heads 
than in written or numerical form. It’s effective in accessing the information in people’s minds and 
using it to determine what to do. While individuals are often wrong, in the aggregate they can be 
extraordinarily wise.13 

• A systems thinking perspective clarifies for regional leaders, stakeholders and industry 
representatives why cooperative action is vital. 

• A systems thinking perspective guides the structuring of ongoing activity and interaction among 
regional leaders, stakeholders and industry representatives by using “strategy matrix” to identify 
those who would usefully cooperate to effectively address specific cluster issues. 

Customer Intimacy 
• We place great emphasis on creating a positive and productive workshop experience by: 

o Using efficient facilitation techniques that overcome "group multiple personality disorder." 
We have learned that a more productive experience is more enjoyable.  

o Holding workshops in pleasant and attractive venues that offer appropriate amenities 
o Asking participants for feedback after each workshop to learn how to improve. 
o Emphasizing relationship management by maintaining consistent contact with 

stakeholders, area leaders and industry representatives by U.S. mail, e-mail, and phone 
calls to assure participation. This contact is intended to assure feedback and 
participation, both vital to the success of the project.  

• We offer valuable knowledge of the region derived from extensive experience in commercial 
banking, leadership of the manufacturing task force, and development of a book of semiconductor 
manufacturers and suppliers for the Colorado Springs EDC.  

                                                      
13 This validity is explained in the Wisdom of Crowds: The Wisdom of Crowds: Why the Many Are Smarter 

Than the Few and How Collective Wisdom Shapes Business, Economies, Societies and Nations, by 
James Surowiecki, 2004. 



How this Proposal Addresses Providing the RFP’s Requested Scope of Services 
 
a. Provide an industry cluster analysis that examines the entire 12-county region as a single unit 
for potential industry clusters, four sub-region cluster analyses including 

• El Paso – Teller • Huerfano – Las Animas 
• Pueblo – Fremont • Crowley, Kiowa, Otero, Baca, Bent, Prowers 

 
The Overview describes in general how this Industry Cluster Analysis is will be done; see specifics in the 
Detailed Project Plan.  
 
b. Cluster analysis shall begin with a review of existing studies, assessments, reports, and 
analyses; gathering and analyzing existing data to determine its application for the Southeast 
Colorado E3 Partnership. 
 
Executing this task will involve contacting leaders, stakeholders, and industry representatives in each 
sub-region to determine what studies, assessments, reports, and analyses are available, specifically 
asking about information relevant to the employment of military spouses. This task will include overviews 
of available information by sub-region and sub-region comparisons. A preliminary set of sub-region and 
regional cluster candidates will be identified. This task will solicit suggestions from those contacted on 
candidates to invite to workshops. This task will also gather information on national trends on clusters 
which might positively or negatively impact cluster formation in this region.  
 
c. The identification of potential driver industries, driver industry descriptions and geographic 
distribution (determine other regions of potential competition and geographic cluster boundaries), 
driver industry linkages and potential cluster diagrams. 
 
These “driver industries” are the primary industry heart of a cluster, which will be identified. This project 
will use the Cluster Mapping Project and IMPLAN to identify potential clusters to emphasize. We will 
create a geographic chart showing the clusters identified by participants, their locations and size based 
on Cluster Mapping Project data, IMPLAN data, and participant rankings. Cluster Mapping Project and 
IMPLAN data will be used to indicate potential competitive clusters.  
 
d. Strategies for formal organization of industry clusters (local leaders and institutions will need 
to convene stakeholders, public and private, and create actionable ideas and programs). 
 
The strategy for the formal organization of clusters derives from identifying and understanding the top-
ranked issues, either strengths to be increased or barriers to be reduced. Issues are related to the top-
ranked feedbacks to foster and the top-ranked external driving forces with which the region must deal. 
 
Workshop participants will identify the top-ranked feedbacks and driving forces. They will identify the 
entities that they consider essential to participate in ongoing efforts to deal with identified top-ranked 
feedbacks and driving forces. Many potential feedbacks with which the region must deal are shown in the 
cluster, societal networking, and workforce models, but participants may add other issues.  
 
Specifically, the strategy for formal organization is to create cluster teams for the top-ranked clusters to 
address the top-ranked issues. Participants will use a strategy matrix (see Appendix A) to propose, by 
issue, which entities should participate on each cluster team. Specific project plans will be part of on-
going activity following this study. Cluster sub-teams may be formed to address closely-related issues. 
 
e. Recommendations on priority targets, particularly related to expansion and retention of existing 
industry. 
 
These are the top-ranked clusters to be identified by workshop participants.  
 
f. Identification of current and emerging industry, economic, and workforce issues facing the 
region/s to realistically target based on the area’s strengths and regional, statewide, and national 
economic trends. 
 



These are top-ranked issues to be identified by workshop participants for each top-ranked cluster. 
 
g. Analysis of the capacity of the workforce development and education systems of the region to 
help develop and sustain targeted economic clusters. 
 
Inadequacies of the workforce development system and education system capacities are to be among the 
issues to be identified by workshop participants. The Workforce Model developed by industry, education, 
and workforce participants will serve as a theoretical foundation. See Appendix B.  
 
h. Identification of a preferred vision and goals for the Southeast Colorado E3 Partnership 
“Education, Employment, Economic Vitality” through 2020. 
 
Vision and goals will be developed in a Southeast Colorado E3 Partnership workshop using Facilitating 
Group Action processes. Vision is a long-term goal describing both desired outcomes and what the 
organization look like to achieve the desired outcomes. See Appendix C on Facilitating Group Action.  
 
An additional facet we propose is having the SCE3P identify their “Concept” that will create their 
Envisioned Future in which clusters will be developed as a result of collaboration and cooperation. See 
Appendix D. This contains the Creating Reality and Creating Reality Consciously papers.  
 
i. Identification of specific priorities and strategies for achieving successful targeting of industry 
and business clusters, workforce development, and economic vitality for the region. 
 
How this is to be done is described in d above. 
 
j. Analysis of the capacity of the region’s and regions’ infrastructure to support economic vitality. 
 
The needed infrastructure and infrastructure weaknesses are different for each cluster. Infrastructure 
issues are among the issues participants will consider. Because there are so many issues and because 
infrastructure is separately addressed here, workshop participants will be asked to identify infrastructure 
issues for each cluster in a separate process. 
 
k. Engagement of stakeholders throughout the region in the development of the economic growth 
strategy. 
 
The series of workshops are specifically designed to engage and energize leaders, stakeholders, and 
industry representatives.  
 
l. Means by which to measure our short and long-term success in achieving the elements of the 
regional economic growth strategy. 
 
Periodic use of commercial software and data (see Detailed Project Plan) to track the dollar volume of 
transactions for cluster industries over time as part of ongoing cluster projects after this study for which 
funding will be sought.  
 
 



Schedule (preliminary) 
 
Week 

# 
Week of  Phase Activities 

1 26-Feb-
07 

I. Work Plan Project and Phase I start on Mar 1, 2007 

2 05-Mar-
07 

 • Submit Master Work Plan and Schedule 
• Identify initial list of sub-region leaders, stakeholders and 

industry representatives as potential participants 
• Send informational brochure 
• Schedule workshops 
• Press release 
• Begin contacting potential participants 
• Begin gathering cluster information from sub-regions and 

region 
• Attend Introductory IMPLAN Workshop (Mar 8,9) 

3 12-Mar-
07 

II. Research & 
Data 

• Continue contacting potential participants 
• Select and arrange venues 
• Continue gathering cluster information from sub-regions and 

region 
• Identify an initial set of potential clusters for sub-regions and 

region and driver industries 
• Preliminary Access Cluster Mapping Project and IMPLAN 

systems and analyze 
• Examine state & national data to determine regions of 

potential competition.  
• Identify “driver industries” that are the primary industry heart of 

clusters.  
• Create maps showing industry/cluster locations and cluster 

linkages. 
• Investigate and identify national and international trends that 

might positively or negatively impact cluster formation in this 
region.  

4 19-Mar-
07 

III. Cluster 
Identification 

• Plan Cluster Identification Workshop 1 
• Identify “driver industries” 
• SCE3P Vision workshop 
• Create an overview of available information in each sub-

region. 
• Create a matrix showing information available by sub-region. 
• Create sub-region cluster comparisons. 
• Create an overview of available information for the region. 
• Identify a preliminary set of cluster candidates by sub-region 

and region 
• Hold Cluster Identification Workshops - 1 

5 26-Mar-
07 

 • Hold Cluster Identification Workshops - 1 (cont’d) 
• Prepare Cluster Identification Workshop Reports - 1 and 

distribute 
6 02-Apr-

07 
IV. Cluster Issue 
Identification 

• Prepare Cluster Identification Workshop Reports - 1 and 
distribute (cont’d) 

• Plan Cluster Issue Identification Workshop – 2 
• Hold Workshops Cluster Issue Identification - 2  

7 09-Apr-
07 

 • Hold Cluster Issue Identification Workshops - 2 (cont’d) 
• Prepare Cluster Issue Identification Workshop – 2 Reports 

and distribute 



8 16-Apr-
07 

V. Cluster 
Strategy 
Identification 

• Prepare Cluster Issue Identification Workshop – 2 Reports 
and distribute (cont’d) 

• Plan Cluster Strategy Identification Workshop - 3  
• Hold Cluster Strategy Identification Workshops - 3  

9 23-Apr-
07 

 • Hold Cluster Strategy Identification Workshops - 3 (cont’d) 
• Prepare Cluster Strategy Identification Reports - 3 and 

distribute 
10 30-Apr-

07 
VI. Cluster Review • Prepare Cluster Strategy Identification Reports - 3 and 

distribute (cont’d) 
• Plan Cluster Review Workshop – 4 
• Hold Cluster Review Workshops - 4  

11 07-May-
07 

 • Prepare Cluster Review Workshop Reports – 4 and distribute 
• Hold Cluster Review Workshops - 4 (cont’d) 

12 14-May-
07 

VII. Analysis and 
Recommendations 

• Prepare Cluster Review Workshop Reports – 4 and distribute 
(cont’d) 

• Prepare Final Report  
• Prepare and Present PowerPoint presentation 

13 21-May-
07 

 • Prepare Final Report (cont’d) 
• Prepare and Present PowerPoint presentation (cont’) 

14 28-May-
07 

 • Submit Final Report  
• Submit PowerPoint presentation 

 
 

How this Proposal Addresses Meeting the RFP’s Described Contractor 
Responsibilities 
 
The successful proposer: 
 
a. Shall maintain a good communication with the County Representative throughout the process. 
 
Communication with the County Representative will be by bi-weekly reports, by distributing reports on 
workshop results, and by seeking approval before moving to subsequent phases.  
 
b. Shall finalize the each phase of the Detailed Project Plan for review and approval from the 
County Representative prior to starting any work. 
 
Progress against the detailed project plan will be reported to the County Representative for approval for 
work on the next phase.  
 
c. Shall not continue with working on the next phase until the previous phase work is reviewed 
and approved by the County Representative. The County reserves the right to terminate the 
contract at the end of each phase. 
 
Any work done to meet pressing schedule requirements will be entirely at the risk of the contractor. 
 
d. Shall be compensated based upon the rates as proposed and accepted. The rates shall be good 
for term of the Contract. 
 
e. Shall submit an invoice at the end of each phase. 
 
The proposer will submit invoices for work completed on the approved project plan at the accepted rates 
monthly and at the end of each phase.  
 
f. Shall notify and get a prior written approval from the County Representative if there are any 
additional costs per activity. 
 
The County Representative will be notified of prospective additional costs asked to approve them.  



 

How this Proposal Addresses Meeting the RFP’s Described Contractor 
Deliverables  
 
a. A Master Work Plan and Schedule demonstrating completion of Scope of Services will be completed 
and delivered within ten days of contract award. 
 
b. Bi-weekly Progress Reports, ongoing. 
 
c. Final Report in electronic, MS Word format with PowerPoint presentation to support outreach and 
building awareness, particularly with elected officials, and enhancing linkages will be completed no later 
than June 1, 2007. 
 

Industry Cluster Analysis Phases: 
I. Work Plan 
II. Research & Data 
III. Cluster Identification  
IV. Cluster Issue Identification 
V. Cluster Strategy Identification 
VI. Cluster Review 
VII. Analysis and Recommendations 
 
 
Detail is included in the following, proprietary section.  



Industry Cluster Analysis Phases and Detailed Project Plan (Proprietary): 
 
I. Work Plan and Research & II. Data Phases (2 ½ weeks) 
 

1. Complete and submit a Master Work Plan and Schedule to deliver requested Scope of Services 
within ten days of Contract Award. 8 hrs 

a. Identify initial list of sub-region leaders, stakeholders and industry representatives, 
including appropriate contacts related to military spouse employment. A major source of 
information on the region is the Southern Colorado Economic Development District 
(SCEDD)14 12 hrs 

b. Contact and request contact information, including e-mail address (to be provided to 
County Representative but not included in reports). Solicit suggestions from initial list of 
others to contact. Notify of upcoming workshops, request participation and ask for 
preference as to time, location, duration (expected to be ~ 2 hrs). Emphasize benefits of 
participating. Ask for their suggestions as to industries with the greatest probability of 
providing work for military spouses. Contact others suggested in initial contacts. 40 hrs 

2. Schedule workshops (preliminary) 4 hrs 
3. Select initial venues and services to accommodate participants. Plan workshop logistics with 

special emphasis on creating a welcoming, attractive and warm workshop environment. 40 hrs 
4. Prepare and send general notices by US mail, e-mail, and make telephone contacts informing of 

workshops to promote participation. Submit press releases to area newspapers and other news 
sources. Note workshop attendance will be limit to 24 persons. 48 hrs 

5. Gather cluster information from sub-regions and region by contacting organizations in each sub-
region to determine what studies, assessments, reports, and analyses are available. Ask each 
provider their view of candidate clusters (driver industries) on which to focus and which clusters 
have the greatest probability of providing work for military spouses.  40 hrs 

6. Identify an initial set of potential clusters for sub-regions and region using information on existing 
studies, reports and data from region contacts, data from the Cluster Mapping Project,15 and 
using IMPLAN16 to gauge the dollar volume of transactions for industries in the sub-regions and 
region given that IMPLAN data is by county. 

a. Analyze available existing studies, reports and data by sub-region and region in 
preparation for presentation at initial workshops 40 hrs 

b. Purchase Cluster Mapping Project & IMPLAN  0 hrs 
c. Access Cluster Mapping Project system and analyze data by sub-region and region, 

using Moody's as potential supplemental resource, in preparation for presentation at 
initial workshops 40 hrs 

d. Attend IMPLAN 2-day workshop (2 persons), working on travel days 64 hrs 
e. Access IMPLAN system and analyze IMPLAN data by sub-region and region in 

preparation for presentation at initial workshops 32 hrs 
f. Examine state & national data from b and d above to determine regions of potential 

competition. 20 hrs 
7. Identify potential driver industries, driver industry descriptions and geographic distribution 

(determine other regions of potential competition and geographic cluster boundaries), driver 
industry linkages and potential cluster diagrams. 

a. Identify “driver industries” that are the primary industry heart of clusters. 16 hrs 
b. Create maps showing industry/cluster locations and cluster linkages. (preliminary) 24hrs 
c. Investigate and identify national and international trends that might positively or 

negatively impact cluster formation in this region. 24 hrs 
8. Consolidate and create sub-region and region overviews  

a. Create an overview of available information in each sub-region. 16 hrs 
b. Create a matrix showing information available by sub-region: sub-region cluster 

comparisons. 8 hrs 

                                                      
14 SCEDD http://www.scedd.com/. The CEDS 2005.pdf document is an excellent overview of most of the 

counties included in the RFP.  
15 New Cluster Mapping Project Helps Companies Locate Facilities http://hbswk.hbs.edu/item/3245.html  
16 http://www.implan.com  



c. Create an overview of available information for the region. Identify cluster strength, 
unique regional characteristics (e.g., resources, social, political, infrastructure), external 
driving forces affecting the region, and social capital in the region (affecting the region’s 
ability to collaborate and 
cooperate). 8 hrs 

d. Based on available data, 
identify a preliminary set of 
cluster candidates by sub-
region and region. 16 hrs 

9. Prepare for workshops: Prepare, 
review & modify participant 
feedback form. 4 hrs 

10. Prepare and submit status report  
8 hrs 

11. Accounting support 24 hrs 
 
 
Workshop Phases (8 weeks) 
III. Cluster Identification,  
IV. Cluster Issue Identification,  
V. Cluster Strategy Identification, &  
VI. Cluster Review  
 

1. Prepare for workshops 
a. Schedule remaining workshops 32 hrs 
b. Invite leader, stakeholder, and industry representatives; note attendance limited to 24 

persons. 128 hrs 
c. Develop detailed Cluster workshops and Vision workshop plans and efficient processes; 

define expected outcomes: 
i. Develop detailed Cluster Identification workshop plan and efficient processes; 

define expected outcomes. Only this first will be defined in Phase I; the others 
will be defined in Phase II. Cluster Identification: Identify and prioritize sub-region 
and regional clusters; identify clusters most likely to provide military spouse 
employment. 24 hrs 

ii. Cluster Issue Identification: Identify and prioritize critical issues (feedback loops 
and driving forces) with which to deal; identify which are most critical to provide 
military spouse employment. Specifically develop a ranking of infrastructure 
issues. Participant issue suggestions will be informed by, but not limited to, those 
in the models.  8 hrs 

iii. Cluster Strategy Identification: Identify participants that should be involved in, 
and suggested activities for, on-going projects to deal with the critical issues, with 
special emphasis on military spouse employment. 8 hrs 

iv. Cluster Review Workshop: Final review of previous workshop results for the top-
ranked clusters, soliciting additional comments, and addressing other topics that 
may have arisen in previous workshops.  8 hrs 

v. Develop SCE3P Vision workshop encompassing desired outcomes and what the 
organization looks like to achieve the desired outcomes, as well as Concept 
which is a definition of “who we are” in terms of “how we should act” to achieve 
the Vision. 8 hrs 

d. Review workshop processes with the team, modify as needed.  
i. Cluster Identification workshop review. 16 hrs 
ii. Cluster Issue Identification workshop review 8 hrs 
iii. Cluster Strategy Identification workshop review 8 hrs 
iv. Cluster Review workshop review 8 hrs 
v. SCE3P Vision workshop review 8 hrs 

Cluster
Growth

Strength
of Existing
Industries

Unique 
Regional 

Characteristics

External 
Driving 
Forces

Social Capital
(collaboration 
& cooperation)



2. Hold workshops 
a. Cluster Identification workshops (5) 168 hrs 
b. Cluster Issue Identification workshops (5) 120 hrs 
c. Cluster Strategy Identification workshops (5) 120 hrs 
d. Cluster Review workshops (5) 120 hrs 
e. SCE3P Vision workshop (1) 24 hrs 

3. Prepare workshop reports 
a. Cluster Identification workshops (5) 40 hrs 
b. Cluster Issue Identification workshops (5) 40 hrs 
c. Cluster Strategy Identification workshops (5) 40 hrs 
d. Cluster Review workshops (5) 40 hrs 
e. SCE3P Vision workshop (1) 8 hrs 

4. Send Workshop Reports to participants, County Representative and other leaders, stakeholders, 
and industry representatives who could not attend  84 hrs: 4 hrs/report for 21 reports.  

5. Overall project management, including preparing and submitting Progress Reports approximately 
every two weeks, rather than monthly, considering the short time frame of the project.  160 hrs 

6. Define how to track the strength of clusters over time as part of ongoing cluster projects after this 
study for which funding will be sought. Could be Cluster Mapping Project, IMPLAN, or Moody's. 
20 hrs  
 
Follow-on Activities from Workplan and Research & Data Phases  

7. 6.d. Continued Cluster Mapping Project and IMPLAN work 80 hrs 
8. 7.b. Modify maps showing industry/cluster locations & cluster linkages 80 hrs 
9. Accounting support 64 hrs 

 
 
 
VII. Analysis and Recommendations Phase (3 weeks) 

1. Prepare Final Report in MS Word format and submit no later than June 1, 2007  88 hrs 
2. Present PowerPoint presentation (present draft for review and change, if necessary, prior to 

submission). 72 hrs 
3. Prepare revised PowerPoint Presentation for submission and submit no later than June 1, 2007. 

24 hrs  
4. Project management 20 hrs 
5. Sending Final Report 20 hrs 

 
 



Appendix A: Clusters and Societal Networking (proprietary) 
 
Clusters 
 
The figure shows a few of the central feedbacks in an economic cluster. As noted in an earlier section, 
what Krugman describes as a "circularity" is, in system dynamics terminology, reinforcing feedback. To 
understand how to foster clusters, we must understand the dynamic reinforcing feedbacks in the system 
and design policies and actions that promote growth. 
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R1: Cluster Coverage - The greater the 
“region cluster attractiveness”, the more 
other cluster companies will locate 
and/or expand in the region, especially 
with the EDC focusing its attraction 
efforts on missing cluster components. 
This increases “cluster industry 
efficiency” and further increases “region 
cluster attractiveness”. 
R2: Cluster Size - The greater the 
“region cluster attractiveness”, the larger 
the “cluster size” and the greater the 
“economies of scale” that increase 
“cluster industry efficiency” and increase 
“region cluster attractiveness”. 
R3: Cluster Education Coverage - the 
greater the “cluster size”, the more cluster-specific educational resources will be developed to increase the 
number of employees with cluster-specific education to further increase “region cluster attractiveness”. 
B12: Delayed Infrastructure Demands Limit Growth - The greater the cluster size, the greater the population 
load on the infrastructure: more traffic, crowded schools, and inadequate public transportation. This reduces 
“region overall attractiveness to employees” and limits the number of employees available. 
R8: Invest in Infrastructure - To address the infrastructure backlog, taxes can be used for “infrastructure 
investment” and allow continued growth. 
B5: Taxes Limit Attractiveness - However, the greater the “taxes from population” the less the “region overall 
attractiveness to employees” and limits the number of employees available. 

Systems Thinking Language Notes 
S:  Influence in the Same direction 
O:  Influence in the Opposite direction 
R:  Reinforcing Loop (positive feedback): action is 
increasing or decreasing (i.e., a virtuous or vicious cycle) 
B:  Balancing Loop (negative feedback): action is goal-
seeking (e.g., a thermostat) 

Definition: “region cluster component coverage”:  
the extent to which a cluster is a “complete ecology of 
companies;” i.e., it contains the suppliers, customers and 
like companies needed to support an efficient, effective, 
adaptable, & creative cluster. 



 
A model for a Complex Electronics Cluster with a more complete set of feedback loops and driving forces 
is included below. 
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Internal Feedback Loop Issues 
R1: Cluster Coverage - The more attractive and competitive the region, the more attractive the cluster.  
R2: Cluster Size -Greater cluster attractiveness, the more likely other companies in the cluster will locate and/or 

expand in the region and the greater the cluster economies of scale. 
R3: Cluster Education Coverage - The greater the cluster size, the more cluster-specific educational resources can 

be developed to increase the number of employees with cluster-specific education to increase region 
attractiveness. 

R4a: Gallagher Effect Helps Residential - The greater the cluster size, the greater the population and residential 
development, which increases the Gallagher effect to reduce residential property taxes and further increase cluster 
attractiveness. 

B4b: Gallagher Effect Hurts Industrial - The greater the cluster size, the greater the population and residential 
development, which increases the Gallagher effect to increase industrial property taxes and further decrease cluster 
attractiveness. 

B5: Taxes Limit Attractiveness - Increased cluster size leads to greater taxes from the population. Larger taxes 
decrease region attractiveness. 

B6: Invest in Schools - Increasing taxes increases investment in schools to make the region more attractive to 
employees. 

R7: Industry Communicates Educ Needs to Schools - Increasing “communication of educ/skill requirements” 
increases the “quality of public schools” and increases “region cluster attractiveness”.   

R8: Invest in Transit - More investment in public transit decreases “load on infrastructure” and increases “quality of 
life” to increase “attractiveness to employees” and “region cluster attractiveness.”  

R9: Invest in Roads - More investment in roads decreases “load on infrastructure” and increases “quality of life” to 
increase “attractiveness to employees” and “region cluster attractiveness.” 

B10: Taxing Pop for Infrastructure - When “load on infrastructure” increases, there is pressure to raise taxes to 
increase “infrastructure investment.”   

B11: Tax Limitation - When the “tax rate” increases, pressure can arise to limit taxes. 
B12: Delayed Infrastructure Demands Limit Growth - After some delay, increased “population” leads to more 

“need for roads, schools, etc..” This decreases “quality of life” making the region less attractive and limiting growth.  



B13: Development Funds Infrastructure - Increasing “load on infrastructure” increases “pressure for impact fees, 
excise taxes on development” to provide funds for “infrastructure investment.”  

B14a: Increased Housing Costs Limit Pop Growth & Demand - Increased housing costs reduce “region cluster 
attractiveness”, population growth, and demand for housing. 

R14b: Increased Housing Costs Limit Pop Growth & Need for Impact Fees - When the area isn’t growing, lower 
population reduces “load on infrastructure” and the need for impact fees. 

B15a: Incentives Increase Pop, Tax Base, & Funds for Infrastructure - As “load on infrastructure” increases, 
“pressure for growth to increase tax base” develops. Regions offer incentives (lower taxes & less regulation) to 
attract industry which lowers “taxes on industry” and attracts more “population” that pays more taxes to “load on 
infrastructure”. 

R15b: Infrastructure Trap: Need More Growth to Cover Infra Backlog - As “load on infrastructure” increases, 
“pressure for growth to increase tax base” develops. Regions offer incentives (lower taxes & less regulation) to 
attract industry which lowers “taxes on industry” and attracts more “population” and again increases the “load on 
infrastructure”. 

B16a: Industry Attracts Pop that Pays Taxes for Infrastructure - As “load on infrastructure” increases, regions 
feel “pressure for taxes on industry”. This decreases “region cluster attractiveness” and attracts less “population” 
and reduces “load on infrastructure”. 

R16b: But Increased Pop Increases Infra Load and Pressure for Taxes from Industry - As “load on 
infrastructure” increases, regions feel “pressure for taxes on industry”. This decreases “region cluster 
attractiveness”; this attracts less “population” from which there are less “taxes from population” and consequently 
less “infrastructure investment”, which increases “load on infrastructure” and “pressure for taxes on industry”. 

B17a: Taxes from Industry Help Infrastructure - More “taxes on industry” increase “infrastructure investment” and 
decrease “pressure for taxes on industry”. 

R17b: Taxes from Industry Decrease Pressure for Incentives - More “taxes on industry” increase “infrastructure 
investment” and decrease “pressure for growth to increase tax base” and “pressure for incentives”. This effectively 
increases “taxes on industry”.  

B18: Running Out of Industrial Space - As “cluster size” increases, there is more “industrial space needed”, 
increasing the gap between “industrial space needed” and “industrial space available”. 

B19: Industrial Zoning - Creating more “space zoned industrial” closes the gap between “industrial space needed” 
and “industrial space available”.  

B20: Residential Growth Limits Industrial Growth - Primary and secondary industry growth increases population 
and residential development. This reduces space available for industrial development and the attractiveness of the 
region to companies. 

R21: Air Travel - Increasing “population” leads to improved “air travel connections,” increasing “region cluster 
attractiveness” and “population.” 

R22: Linking Univ’s to Industry - “Linking industry to resources” leads to more “university research” and 
“opportunities to link university research capabilities to industry.”  

 

External Driving Forces Issues 
F30: EDC Cluster Specific Attraction Efforts - EDC attraction efforts to attract missing cluster components and add 

new companies; also “fosters industry association networking”. 
F31: Long-term Strategic Economic Support - Provides “incubator technical, business & marketing assistance” to 

increase “region cluster attractiveness.” 
F32: Company Headquarters in Cos - Companies with headquarters in Colorado Springs are more likely to expand 

here. 
F33: Global & U.S. Economic Growth - Greater growth increases “tendency to expand” in Colorado Springs. 
F34: Policies Supporting Industrial Growth - Increase “space zoned industrial” and “pressure for growth to 

increase tax base”; decrease “pressure for taxes on industry”.  
F35: Industry Economic Multiplier - The greater the “industry economic multiplier”, the greater the impact of 

primary employers in terms of “induced economic activity”. 
F36: Gallagher Strength - Increases “Gallagher effect” that lowers property taxes on residential development” and 

increases “property taxes on industrial development”.  
F37: Anti-Tax Mentality - Increases “populace incentive to limit taxes” and the strength of the “Tabor Constraint”. 

Tabor limits the amount of taxes that can be collected by requiring a vote on tax increases; the “one subject” rule 
prevents a guaranteed simultaneous decrease in one tax as another increases.  

F38: Educating Public on Benefits of Gov’t Spending - The more the public is educated on the benefits of 
government spending, the greater “voter approval” will be for taxes for infrastructure. 

F39: Gov’t Perceived as Responding to Industry & Public Concerns - The more “government is perceived as 
responding to company and public concerns”, the greater “voter approval” will be for taxes for infrastructure. 

F40a: Reasonable Regulation - Direct decreases “region cluster attractiveness” (any regulation decreases region 
attractiveness).   

F40b: Reasonable Regulation - The definition in this context of “reasonable regulation” is that it has some benefit in 
increasing “quality of life”. 



F41: Unreasonable Regulation - Decreases region attractiveness without an offsetting improvement of “quality of 
life”. 

F42: Conservative Politics - Reduces attractiveness of the region to high tech employees. 
F43: Tightness of Fed Policy (people/jobs) - The Federal Reserve raises interest rates when unemployment is 

considered to be too low based on fears that it might start a wage-price inflationary spiral. 
 
 
How to Use an Economic Cluster Model 
 
The workshop stages  

• Cluster Identification: Identify potential clusters to foster for sub-regions and region using 
information on existing studies, reports and data from region contacts, data from the Cluster 
Mapping Project, and IMPLAN data. Participants rank the clusters in the workshop.  

• Cluster Issue Identification: Identify and prioritize critical issues (feedback loops and driving 
forces) with which to deal. Identify which are most critical to provide military spouse employment. 
Separately develop a ranking of infrastructure issues. Societal Networking issues (see model 
below in this Appendix) will be added to the table of potential issues. Participant issue suggestions 
will be informed by, but not limited to, those in the models.  
  

The consideration is for participants to identify the most important issues that they think should be 
addressed in the region (not necessarily the most powerful issues which may not be able to be 
addressed).  
  

Below is an example of a table created for a Complex Electronics Cluster. Groups will determine 
the ranked importance of the loops and 
driving forces using the facilitation 
process described in the Facilitating 
Group Action paper. See Appendix C. 

• Cluster Strategy Identification: Identify 
participants that should be involved in, 
and suggested activities for, on-going 
projects to deal with the critical issues, 
with special emphasis on military 
spouse employment. Use the “strategy 
matrix” approach (see example at right) 
showing issues (loops & forces) vs. 
entities (persons and organizations) to 
involve. Suggested activities go in the 
boxes.  

 
Follow-on projects use standard project management techniques to manage the projects that address the 
issues. Those on the teams working on the on-going projects have been called “cluster drivers.” 
Guidelines from Clusters: Pathways to Prosperity:17 

• Designate authority to a small number of people to function as cluster drivers. 
• These civic entrepreneurs can come from the public or private sector. 
• Must have capacity to function as network brokers between sectors and individual interests. 
• Broker’s must function as managing unifiers rather than managing communicators 

 

                                                      
17 http://www.collaboration.bgsu.utoledo.edu/economic_impact/ClustersRGP2.ppt  
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Example Issue Table: 
 

Feedback Loops and Driving Forces Votes Feedback Loops and Driving Forces Votes 
R1: Cluster Component Coverage    B19: Industrial Zoning   
R2: Cluster Size / Strength  B20: Residential Growth Limits Industrial Growth   
R3: Cluster Education Coverage  R21: Air Travel   
R4a: Gallagher Effect Helps Residential   R22: Linking Univ’s to Industry   
B4b: Gallagher Effect Hurts Industrial   F30: EDC Cluster Specific Attraction Efforts   
B5: Taxes Limit Attractiveness   F31: Long-term Strategic Economic Support   
B6: Invest in Schools  F32: Company Headquarters in Cos   
R7: Industry Communicates Educ Needs to Schools   F33: Global & U.S. Economic Growth   
R8: Invest in Transit  F34: Policies Supporting Industrial Growth   
R9: Invest in Roads  F35: Industry Economic Multiplier   
B10: Taxing Pop for Infrastructure    F36: Gallagher Strength   
B11: Tax Limitation  F37: Anti-Tax Mentality   
B12: Delayed Infrastructure Demands Limit Growth   F38: Educating Public on Benefits of Gov’t 

Spending  
 

B13: Development Funds Infrastructure   F39: Gov’t Perceived as Responding to Industry & 
Public Concerns  

 

B14a: Increased Housing Costs Limit Pop Growth & 
Demand  

 F40a: Reasonable Regulation    

R14b: Increased Housing Costs Limit Pop Growth & 
Need for Impact Fees 

 F40b: Reasonable Regulation   

B15a: Incentives Increase Pop, Tax Base, & Funds for 
Infrastructure  

 F41: Unreasonable Regulation   

R15b: Infrastructure Trap: Need More Growth to 
Cover Infra Backlog  

 F42: Conservative Politics   

B16a: Industry Attracts Pop that Pays Taxes for 
Infrastructure  

 F43: Tightness of Fed Policy (people/jobs)  

R16b: But Increased Pop Increases Infra Load and 
Pressure for Taxes from Industry  

 F44: Cluster- Specific Retention Efforts  

B17a:  Taxes from Industry Help Infrastructure  F45: attractiveness of competition  
R17b:  Taxes from Industry Decrease Pressure for 

Incentives 
 F46: improve eff/eff  

B18: Running Out of Industrial Space     
    
    
    
 

 
 
 



Societal Networking 
 
A concept related to cluster formation in the Right Place Position paper18 is Societal Networking.  
 

"The benefit and means of sharing good management practices with others, so all can improve more rapidly." It 
creates "… a dense web of relationships that allows companies to network with each other and share non-
proprietary best practices." 

 
The figure below shows a diagram developed related to the Colorado Institute for Technology Transfer 
and Innovation (CITTI)19 to show the feedbacks to promote societal networking for the formation and 
growth of high technology companies. 
 

 

                                                      
18 Right Place (2002):  The Right Place Program, 2002, The Manufacturers Council, A Growth and 

Innovation Agenda for Manufacturing - A Manufacturers Council Position Paper, December. Download: 
http://rightplace.org/Info_Center/Library/News_Archive/2002_position_paper.pdf . Executive summary: 
http://rightplace.org/Info_Center/Library/News_Archive/2002_Executive_Summary.pdf . 

19 This causal loop diagram of CITTI was developed in 1998 with the assistance of Gene Warrington, a 
CITTI board member. The diagram was not specific to what CITTI was actually doing, but about the 
different feedback loops that could foster, and are chosen to foster, growth in the effectiveness of 
CITTI's mission. Such diagrams can be used to develop a shared understanding of the reinforcing 
processes that could help fulfill CITTI's mission and help define the specific activities and actions to 
promote the functioning of those feedbacks. How to make practical use of causal loop diagrams is 
described in the CIA paper, From Causal Loops to Action. 
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Appendix B: Workforce System (proprietary) 
 

Workforce Development Coalition System Definition  
and Leverage Point Identification Committee 

Activity Summary 
 

Contents 
• Workforce Coalition Membership, Vision, and Mission Overview 
• Workforce Model Focusing Statement 
• Selected comments from the 1/27/99 Model Review Workshop 
• Work following the Model Review Workshop 
• The Systems Thinking Methodology 
• The Road Map for Future Work 
• The Workforce Framework and Road Map diagrams 
• The Workforce Model Developed by the System Definition Committee 
• The Workforce System Model Core - The Economic System: Engine & Brake 
• The Workforce System Model - Underlying Stock & Flow Structure 
• News Article: Physicist has Springs business leaders going loopy 
 
Workforce Coalition Membership, Vision, and Mission Overview 
 
The initial leadership that chartered the Workforce Development Coalition: 
• Rocky Scott, President, Greater Colorado Springs Economic Development Corporation 
• Mark McCord, President & CEO, Colorado Springs Chamber of Commerce 
• Dr. Marijane Paulsen, President, Pikes Peak Community College 
 
The Workforce Development Coalition Vision: 
� The greater Pikes Peak region will be a community in which all stakeholders (individuals, education and 
training institutions, businesses, nonprofit agencies, and government entities) recognize and embrace the 
pivotal role of workforce development in achieving personal fulfillment and regional economic prosperity. 
� To put in place long term programs and systems to coordinate and integrate the many initiatives and 
institutions involved in developing our workforce to meet the current and future workforce needs in all 
sectors of the region’s economy. 
 
Workforce Development Coalition Subcommittees 
� Vision Development  
� System Definition  
� Membership Identification and Recruiting 
� Measurement, Accountability, and Reporting 
� Coordination, Communication, and Public Awareness 
 
The System Definition Committee 
� Chair:  Nina Polok - Hewlett Packard 
� Vice-Chair:  Debbie Sagen - Corporate Workforce & Economic Development        
� System Process Facilitator:  Bob Powell - Continuous Improvement Associates 
 
Members: 
� Ken DeGrasse - Harrison School District #2 
� Dee Funkhouser - Pikes Peak School-To-Career Partnership 
� Roger Hamilton                                      
� Charlie Huff, Dave Bamberger & Associates 
� Karen Jasmund - Pikes Peak Workforce Center 



� Beth Ann Lipskin - Pierpont Associates & Pikes Peak School-To-Career Partnership 
� Jan Martin, Martin Business Group 
� Elaine Naleski - School District 11 
 
The System Definition Committee's initial meeting was held on July 17, 1998.  In the first few meetings 
the group developed a Vision and Mission. 
 
Vision:   
� We understand the system of workforce development in the community and how it impacts the 
individual throughout his or her life.   
� We develop the ability to identify key changes to the system that will improve the probability of long-term 
individual, employer, and community success. 
 
The main points of the Mission Statement: 
� Develop a system diagram that reflects current workforce development  .. initiatives which affect the 
ability of an individual to learn and be an effective and agile lifelong worker. 
� Identify and develop recommendations to exploit leverage points in the current workforce development 
system which offer the greatest opportunities for learning & development ... . 
� Identify and develop recommendations for changes to the existing system for workforce development. 
 

Also in the first few meetings the group decided on taking a systems thinking approach to 
defining the system.  The model used the following as a focusing statement. 
 
Workforce Model Focusing Statement 
 
Success means individuals having good jobs, employers having good workers, the community having a 
sustainable economy and a workforce system that is adaptable to changing workforce supply and 
demand. 
 
This statement makes the point that when the economy is good, we need to develop workers to 
fill the open jobs, and when the economy turns down, we need to attract or grow companies to 
employ workers without jobs.   
 
We developed an initial model and held a model review workshop on 1/27/99 at the Antler’s 
with representatives of business, education and government to get input from people who had not 
been on the team.   
 
Selected comments from the 1/27/99 Model Review Workshop 
 
What went well ... 
� The structure is necessary and although complex, produced useable information. 
� Systems thinking is an awesome tool.   
� Relationship building opportunities. 
� The quick lesson on systems definitions. 
� Open dialogue, active participation. 
� All sessions seemed to go well.  Well organized. 
� Great group of people gathered together. 
� I appreciate all the work done prior to this meeting. 
 
What we could improve ... 
� Less complexity - strive for simplicity. 
� Allow more time for interactive dialogue, grounding. 
� Small group needed more quiet area to concentrate. 
� More context - for those who have little exposure to this kind of thinking/model. 
 



Work following the Model Review Workshop 
 
Following Model Review Workshop I 
� We incorporated 25 of 49 workshop suggestions into the model. 
� We restructured the model to clarify and simplify the 
reinforcing & balancing feedback loops. 
� We added additional structure. 
 
The Investment in this effort 
The team time 
• 36 team meetings @ 2 hours 
•   2 workshops @ 2+ hours 
•   3 quarterly meetings @ 2 hours 
• Total team time =  41 x 2 x 8 = 656 person-hours 
 
HP/Nina Polok add'tl support with minutes/plots 
• 39 meetings @ 1 hr, 3 workshops @ 4 hrs = 51 add'tl 

hrs 
• Total HP time: 51 hours 
 
Continuous Improvement Associates support time 
• 36 team meetings @ (2 hrs + 8 hrs = 10 hrs) = 360 hrs 
•   2 major model reworks @ 60 hrs = 120 hrs  
•   2 workshops @ (2 hrs + 20 hrs = 22 hrs) = 44 hrs 
• PMI, Workforce Strategies, Final Report presentations = 24 hrs  
• Total CIA time = 548 hours 
• Total time invested: 1255 hours  
 
The Systems Thinking Methodology 
 
The systems thinking methodology allowed an organization or a community to go  
� from a "Mess" of Issues / Problems 
� to a Theory of the System 
� to Strategies 
� to Project Planning: Who's going to do what by when. 
� to Project Tracking and Reporting 
� for Workforce System Effectiveness Improvement 
 
At right is an example matrix for defining strategies.   
 
The systems thinking approach entails: 
� Identifying the self-reinforcing feedback processes for growth. 
� Identifying the balancing feedback processes which limit, or 
will limit, growth. 
� Identifying the balancing feedback processes which resist, or 
will resist, the changes to be made. 
� Defining strategies and action plans to implement reinforce 
growth and reduce limiting forces. 
 
This is the approach we'd take in a garden.  For 
reinforcing processes we provide sun, water, and food; 
and for balancing processes we pull the weeds. 
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... and pull the weeds!

for the 
reinforcing
processes

for the 
balancing
processes



In developing the model the team met approximately 41 times for 2 hours each through 8/31/99 
including workshops, quarterly meetings, and final review.   
 
 
The leverage in the system is in promoting favorable activity in the key feedback loops, the 
loops around which people have energy.  An early activity is to identify community activities 
supporting the key loops and organize projects/dialogues around key loop structures.  Like a 
bicycle chain, a feedback loop is only active if all links in the chain move.   
 
Therefore we need to  
� Identify weak links in the key loops. 
� Identify what promotes beneficial activity at the weak links. 
� Identify what's limiting beneficial activity at the weak links. 
 
... and take action  
� to increase beneficial activity & reduce constraints at weak links 
� develop & implement new measures to monitor loop performance 
� create new communication links to inform on progress 
� institute environmental scans for externals that affect loop performance 
 
 
The Road Map for Future Work 
 
The road map the group presented at the 8/31/99: 
� Define system model. 
� Create simplified model. 
� Present the proposed road map at the end of the committees model development work.   
� Hold workshops/sessions to map community initiatives onto the model. 
� Setup projects/dialogues around related loops to define short, medium, and long term actions to "feed & 
water" the loops. 
� See which loops flourish.   
� Hold summit/dialogues with community leaders. 
� Continue projects/dialogues. 
 
The Workforce Coalition is now planning to document work to date and identify funding 
mechanisms to continue this approach for improving the workforce system.  A possibility is to 
make the model available to other communities to support the work.  This could provide funding 
and allow us to learn, not only from our community experience, but also from the experience of 
other communities.   
 



The Workforce Framework and Road Map diagrams 
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 The Workforce System Model Core 
The Economic System: Engine & Brake 
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Here’s why
Multiple personality disorder. That’s right,
it’s the same problem that I would have
with that affliction. I couldn’t make up my
mind … because, essentially, I’d have
more than one. Groups are literally composed of many differ-
ent persons with different personalities, each with a history of
different experiences and perceptions.  

Because of this, it’s especially difficult for a group to get the
best information from each individual and arrive at consensus
for action. And we’d like action based on what should ap-
proach the best available knowledge in the group, not simply
actions on which everyone superficially agrees. 

What to do about it?
Conflict in groups is a good thing. We need conflict … just not
too much … and not too little. Decision quality is less than
optimum when conflict is too low or too high. At the low end
we have “group-
think,” where no
different views are
considered. At the
high end we have
continuous conflict
where we never
identify common
ground.

Because groups
face their greatest
challenges when
addressing situa-
tions that are complex and difficult, a decision-making proc-
ess must allow individuals to be both assertive and
cooperative. We must allow those with strong opinions to ex-
press them while promoting mutual under-
standing in the group.

How to do it?
Though this facilitation approach is

described for addressing process prob-
lems, groups can adapt it to assist in de-
veloping organization values, purpose,
vision, strategies, structures, tactics, and
action plans. 

Briefly, this approach breaks problem solving into three
phases that determine problems, causes, and action
priorities. Within each phase there’s an initial divergent step
for idea generation, then a step for idea evaluation, and then
a convergent step for deciding. The generation step produces
a wide variety of independent ideas of higher quality than
brainstorming. The evaluation step allows inquiring about, ad-
vocating for, and critiquing ideas. The deciding step consoli-
dates ideas and discovers consensus. A group alternates
between a nominal mode for idea generation and an interact-
ing mode for idea evaluation and decision-making. The term

“nominal” means non-interacting; that is, a group is only
nominally a group during the idea generation step.

Process Phases and Steps 
This may seem overly detailed and con-
straining, but it is actually liberating and
energizing. It frees participants to hear
and contribute competing ideas without
fearing they’ll get into battles or get

This sequence of divergent and convergent phases allows individual 
input and efficiently finds the extent to which there is group

consensus. 

Insanity in individuals is something
rare – but in groups, parties,

nations and epochs, it is the rule.
Friedrich Nietzsche (1844 - 1900)

What is systems thinking?  
Seeking to understand system 

behavior by examining “the whole”
… instead of by analyzing the parts.
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We need conflict to make good decisions
… just not too much, nor too little.
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Feedback is Power - Tap It
The Wheel of Learning is a feedback process and the foundation of this
facilitation approach. The more efficiently and effectively we use it, the
more productive we’ll be. It’s a necessary ingredient for:
� creating exponential process improvement.
� developing a winning strategic focus.  

��������������������������������������������				
����
����
����
����
����
����
����
��������������������������������������������
Bob Powell, Ph.D., MBA

6992 Blackhawk Place
Colorado Springs, CO  80919

Phone: (719) 599-0977
Website: exponentialimprovement.com

E-mail: scuba@usa.net

Keep it simple?

Everything should be made as simple as possible,
… but not simpler.

Albert Einstein, 1879 - 1955

Workshop Benefits
How do groups learn this facilitation technique? Practice. Practice in the

context of a real problem ... that’s the workshop benefit. We can design a
workshop around a process your organization wants to improve, where

there is hard data, or around an issue about which the group determines
the “correct” answer, such as group values, mission, vision or goals.

That’s practical.

trapped in endless debate from which they’ll emerge ex-
hausted, either without a decision or with a decision that they
are sure does not have consensus.  
Identify problems:  
� The group generates, evaluates and ranks the problems.  

Identify causes:  
� For each of the top problems, the group generates, evaluates and

ranks potential problem causes.

Identify actions:  
� For each top problem, the group generates, evaluates and ranks

the potential actions to address each of the problem causes.
Develop plans:  
� With actions identified, the group plans who’s going to do what, by

when, with what level of quality.

The Wheel of Learning
The steps within each phase fol-
low the “wheel of learning” in Fig-
ure 3 that describes the
sequence for effective learning.
We generate ideas, inquire and
advocate, and then decide.    

Each of us tends to favor a style
(in green) on the wheel. Groups
need participants of all styles for
effective learning. Unfortunately,
people with different styles can
drive each other crazy.  

As an example, “doers” just want
to get on with it and “reflecters”
never stop thinking about alterna-
tives. This is a major source of
group conflict. But it’s better that
groups recognize the advantage of having individuals of dif-
ferent styles to take the lead as a group moves around the
wheel.

One group had no members whose primary style was “decid-
ing.” It was telling that the group did not have a decision-
making process that worked. That is, they could only make
decisions when everyone was present … and it was rare, if
ever, that everyone was present. Catch-22. They were stuck.

Briefly at each phase these are the steps:

Generate ideas
� Using the nominal group technique.   

Evaluate ideas
� Solicit and post ideas.
� Consolidate, clustering like ideas.
� Inquire about ideas that are unclear, don’t criticize.
� Advocate ideas you think are important, others seek to understand.
� Discuss or critique ideas, get objections on the table. 

Select the ideas to pursue
� Each person allocates votes using a proportional voting technique.
� Distribute votes among alternatives.
� Rank the ideas according to the number of votes.
� Select how many of the top ideas to pursue.  

The “Actions” Phase  
In prioritizing the different poten-
tial actions, a useful technique is
to categorize each action accord-
ing to its expected difficulty and
expected impact using the Action
Priority Matrix in Figure 4. Gener-
ally, we’ll first want to do actions
that are easiest and have high
impact — not always, but usually.
After the group categorizes the
actions, it re-ranks them to deter-
mine priorities.

Summary
Group facilitators who use this
approach to guide groups
through these phases and steps
will find it promotes raising differ-

ing points of view, while not letting
conflict get out of hand. People

perceive the process as fair because it assures everyone’s
ideas are considered. Use it to pro-
mote the exchange of substantive
information, reduce competitive
behavior, promote cooperation, and
deliver higher quality decisions.  

People say, “We can use this!” And
they do.

Doing Reflecting

Deciding Connecting

 

 

 

 

Learning

Imple-
menters

Divergent
Thinkers

Systems
Thinkers

Convergent
Thinkers

correcting
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finding the
problem

generating
solutions

deciding on
solution

The Wheel of Learning

Difficulty

Easy Hard

High

Im
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Action Priority Matrix

Unless a group values the different styles and 
learns to move around the wheel, it gets stuck.

Fig. 3

Fig. 4

First things first.
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Creating Reality

Reality doesn’t just “happen.”
Our self-confirming attributions and     
self-fulfilling prophecies help create it.

Let’s explicitly recognize the feedback that does it.

Systems Thinking:
  It’s more than you think.SM

Creating reality?
As individuals and organizations we partici-
pate in creating reality. This has both benefits
and pitfalls. Systems thinking helps us under-
stand the feedback that produces
this dynamic … and how we can
both take advantage of the benefits
and avoid the pitfalls.
Systems thinking also explains
how “Winning Strategy” — a way
we find to deal with the world that
helps keep us safe and helps us
get what we want — results in
reality-creating feedback where our
greatest strength can also be our
greatest weakness. 

Do we create reality?
To what extent do we create reality?
Figure 1 shows the remarkably wide dis-
tribution of responses from CIA work-
shops. Because our society tends to
radical individualism, it may not be too
surprising that most believe we have
great influence in creating reality.
Do we? Well, we do and we don’t.
Figure 2 shows how “everything that
happens” has the potential to affect us,
and also how “what we do” can influ-
ence the portion of “everything that hap-
pens” that actually does affect us. 
So “what we do” both influences how
others direct their actions at us and the
kinds of things that happen to which we
subject ourselves. For example, when we’re angry, we’re more
likely to provoke angry responses; and, if we walk in danger-
ous neighborhoods, we’re more likely to be mugged. 
So this is an example of where we need systems “both-and”
thinking, rather than “either-or” thinking.

Conflict
“Team-building” must address the conflict we experience when
an organization is composed of people at the extremes of be-

lief about creating reality. It may be perceived
as unfair when those near the “100%” ex-
treme either attribute too much credit or too
much blame to individual actions. It may pro-

voke resentment when others near
the “0%” extreme lack initiative and ap-
pear apathetic. 
“Reality-creating” feedback 
By going down the “Ladder of Inference”
in Figure 3 from disagreements on Ac-
tions and Beliefs, we can determine the
source of disagreement. This figure also
shows two feedback loops that create
reality. First, our beliefs lead us to form
self-confirming attributions and, second,
our actions lead us to certain experi-
ences. These can be empowering feed-
back loops that create a reality we de-
sire or they can lead us into “reality
traps” — creating reality, but not the
only, or necessarily preferred, reality.

It’s as if reality were a river. Instead of flowing along with the
river, we may exist in “reality traps,” eddies near the bank. 

An example of a reality trap 
A Geech cartoon shows a waitress saying to a customer, “You
call that a tip?” He replies, “I tip according to the service.” In
the next panel, she says, “And all this time I thought I was
serving according to the tip.” Now that’s a reality trap.

This shows how we are both subject to
“everything that happens” and how we
influence the portion of “everything that

happens” that affects us.
Beliefs about whether we create our reality vary widely!

Experiences I have ...

 

Actions I take ...

What I Observe ...

Where I put my Attention ...

Meanings I add ...

Assumptions I make ...

Conclusions I draw ...

Beliefs I adopt ...

"self-fulfilling
prophecy"

"confirmation
bias"
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Beliefs about Creating Reality

What is systems thinking?
Seeking to understand system 

behavior by examining “the whole”
… instead of by analyzing the parts.

Fig. 3

Fig. 1

The Ladder of 
Inference and

“reality-creating”
feedback loops.

everything
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Fig. 2
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Feedback is Power - Tap It
Success and failure arise primarily as a result of the internal system
structure and policies:
� even where it’s clear there was an external cause, 
� even though people are capricious, independent, and we think what

they do can’t be modeled … we’d like to think so, but we’re driven by
the systems around us, 
� even in cases where there’s not enough information to develop a

“system” … there is, we’re just not making good use of it.  
Jay Forrester, Power of Systems Thinking Conf., May 1995, Boston, MA

Continuous Improvement Associates
Bob Powell, Ph.D., MBA

6992 Blackhawk Place
Colorado Springs, CO 80919

Phone: (719) 599-0977
Web Site: exponentialimprovement.com

E-mail: scuba@usa.net

Winning Strategies Trap Us
“Active inertia is an organization’s tendency to follow established

patterns of behavior — even in response to dramatic environmental
shifts. Stuck in the modes of thinking and working that brought sucess

in the past, market leaders simply accelerate all their tried-and-true
activities. In trying to dig themselves out of a hole, they just deepen it.

Donald N. Sull, “Why Good Companies Go Bad,”
Harvard Business Review, Jul-Aug 1999

Workshop Benefits
A group examines and answers the following questions (among others):
� What is our organization’s Winning Strategy?
� How did it develop? Under what conditions?
� How has it promoted our success?
� Under what conditions has it, or will it, fail us? 

Figure 4 shows the dynamic: Initial Events(s)
produce an Action that results in an Event
that prompts an Interpretation that forms a
Belief … leading to Action based on Belief: a
feedback loop. 

A major trap: “Winning Strategy”
In The Last Word on Power Tracy Goss de-
scribes Winning Strategy as “a lifelong, un-
conscious formula for achieving success.”
She writes, “You did not design this Winning
Strategy, … it designed you. It is the source
of your success and … the source of your
limitations. It defines your reality, your way of being, and your
way of thinking. This, in turn, focuses your attention and
shapes your actions, thereby determining what’s possible and
what’s not possible for you ….”*

Winning Strategy examples
We all adopt Winning Strategies for dealing with the world to
keep us safe and bring us what we want. Examples:
� Using humor to get attention or smooth things over
� Building relationships & communicating well
� Solving or preventing problems
� Challenging or provoking 
� Facilitating and empowering
� Providing security
� Taking control
Whatever our Winning Strategy, we
tend to approach every situation with it
in hand. It’s the “If all you’ve got is a
hammer, everything looks like a nail,”
syndrome.

The downside
Eventually we face challenges that not
only cannot be overcome by using our
Winning Strategy, the Winning Strat-
egy actually prevents our success. 

Does this happen in organizations?
You bet! See the quotes in the boxes on this
page. This is quite consistent with systems
thinking principles: nothing grows without a
reinforcing process; and nothing grows for-
ever, limiting forces always arise. 

Adapting is really difficult 
The more successful a Winning Strategy, the
more difficult it is to give up. It’s even difficult
to accept advice or hear that there might be a
better way. After all, it’s easy to think, “I’ve
been really successful; who the heck are you
to tell me I what I’m doing won’t work?”

Different Winning Strategies is another major source of
conflict; we tend to devalue other Winning Strategies. 

Conclusion
Random initial conditions and feedback actually create our
Winning Strategy — our standard approach for dealing with
our challenges. Developing Winning Strategy variety, and be-
ing willing to adapt when what we’re doing isn’t working and a
situation calls for a different approach, is one of the greatest
challenges we face as humans. 

Systems thinking helps us understand
how our Winning Strategy hinders us
in responding to changing circum-
stances. It’s vitally important that we
base our actions, not on the past, but
on current and future challenges. 
See Creating Reality Consciously for
more on this dynamic and how we can
harness its power to serve us, instead
of trapping us. 

An example of how past events and
experiences can create beliefs that

set in motion recurring patterns of be-
havior and experience: “reality traps.”

Event in
the

Present

INTERPRETATION:
Poorly dressed

customers don't tip
well.

EVENT: Poorly
dressed customer
doesn't leave a tip.

BELIEF: Poorly
dressed customers

NEVER tip well.

ACTION: I give a
poorly dressed
customer poor

service.

INITIAL EVENT(s):
Small tip(s) from
poorly dressed

customer(s).

Influence
of the
Past

Fig. 4

Most leading businesses owe their prosperity to a
fresh competitive formula … . As the formula
succeeds customers multiply … . All this positive
feedback reinforces managers’ confidence that
they have found the one best way, and it
emboldens them to focus their energies on
refining and extending their winning system …” 

Donald N. Sull, “Why Good Companies Go Bad,”
Harvard Business Review, Jul-Aug 99

“In stressing the force of history on an organiza-
tion, I have drawn from the legacies of European
psychologists who argue that the behavior of in-
dividuals is determined primarily by past events

and experiences, rather than by what lies ahead.”
Larry E. Greiner, “Evolution and revolution as

organizations grow,” HBR, May-June 1998

The Self-Fulfilling Language of Economics
“Language is powerful, … and theories of human
behavior become self-fulfilling. We act on the basis
of these theories, and through our own actions pro-
duce in others the behavior we expect.” Examples: 
Shirking: “If we believe people will work hard only if
specifically rewarded for doing so, we will provide
contingent rewards and thereby condition people to
work only when rewarded.”
Free riding: “If we expect people to be untrustworthy,
we will closely monitor and control them and by do-
ing so will signal that they can’t be trusted — an ex-
pectation that they will most likely confirm for us.”

Jeffrey Pfeffer, “Six dangerous myths about pay,”
Harvard Business Review, May-June 1998  

“There is no reason any individual would
want a computer in their home.” Ken

Olson, president, chairman and founder of
Digital Equipment Corporation, 1977
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Creating Reality Consciously

Individuals and organizations don’t
have to get stuck in reality traps.

Values & “Concept” guide creating the future.
Systems Thinking:

  It’s more than you think.SM

Creating Reality & Winning Strategies
The paper on Creating Reality describes
how reality doesn’t just “happen” to us;
our self-confirming attributions and self-
fulfilling prophecies help create it. The
feedback of such self-confirming attribu-
tions and self-fulfilling prophecies leads
each of us to adopt a Winning Strategy, a
lifelong, unconscious formula for achiev-
ing success. This is as operative for or-
ganizations as for individuals.

Figure 1 shows the generic structure: how
my Winning Strategy leads me to act in
the present based on my past experience.
� INITIAL EVENT: I learn a way of dealing with

the world that helps keep me safe and helps
me “win.”
� ACTION: It works, so I use it, even seeking

out situations where it’s sure to work.
� EVENT: I get the desired outcome.
� INTERPRETATION: This really works!
� BELIEF: My Winning Strategy is “the way” to

deal with my challenges. 

Creating Reality Consciously
Figure 2 defines the hierarchy
that creates the events we expe-
rience. If we’re not happy with
the way things are, it may be that
Winning Strategy is responsible,
creating our Present based on
past belief. Instead, we can cre-
ate a different Present based on
an “Invented Future” using Val-
ues & Concept to harness the
power of this dynamic to serve
us, instead of trapping us.

Escaping Reality Traps
Creating Reality describes a “re-
ality trap” … a waiter knows
poorly-dressed customers don’t

leave good tips and gives them poor service.
This makes it unlikely that even a poorly dress-
ed Howard Hughes would leave a good tip.

To escape this trap, the waiter can act on a
Value of “service” with a Concept, “I
provide excellent service no matter
how the customer is dressed, because
that’s who I am.” This creates the po-
tential for a very different experience
… a reality with better tips.  

An Invented Future
Figure 3 shows the generic structure
for breaking out. Instead of acting
based on the past, I can 
� OBSERVE: Notice my standard Interpre-

tation, but not Act on it.
� IDENTIFY NEXT STEP: Determine,

based on Value & Concept, what to do.  
� ACTION: Act based on “Who I am.”
� EVENT: This produces an Event that’s

more likely to conform to an “Invented
Future” based on my Value & Concept. 

Inventing the Future: To create the future consciously, we
identify the action to take based on our “concept of who

we are” which is based in turn on what we Value.

Values, Purpose & Vision act through structures &
mental models to create the patterns of events &
events we experience. Organizations must have a

shared understanding of VPV and their
structures/mental models must support them.

The structure of Winning Strategy: 
how it forms and perpetuates itself. 
We take actions that confirm and 

perpetuate our Beliefs. 

Event in
the

Present

INTERPRETATION: This
event reinforces my
perception that my

Winning Strategy works

EVENT: My Winning
Strategy produces
the expected result

BELIEF: I'm safe & get
what I want when I use
my Winning Strategy

ACTION: I look for
situations where my
Winning Strategy will

be most effective

INITIAL EVENT(s): I
happen on, see modeled,
or am taught a method of

being safe / winning

Influence
of the
Past

What is systems thinking?
Seeking to understand system 

behavior by examining “the whole”
… instead of by analyzing the parts.

Fig. 1

The Ladder of 
Inference and

“reality-creating”
feedback loops.

Fig. 2

Event in
the

Present

INTERPRETATION: We
interpret an Event based

on past experience

EVENT:
An Event
happens.

OBSERVE: Observe
the Interpretation,
but don't Act on it.

IDENTIFY NEXT STEP:
to create our Invented

Future.

Influence
of the
Past

Our
Invented
Future

ACTION: to
influence an Event

based on our
Invented Future.

Values: What do we value?
Concept: Who are we? If this is our value, how do

we act? It informs our “Winning Strategy,” our 
mental model of how we must act in pursuing 
safety & success.

Purpose: Why do we exist?
Vision: What do we want? 

The two Vision components:
� Outcome: What outcome do we desire?
� Vehicle: What will our organization to look like?

Structure/Mental Models: The structures (interde-
pendencies and policies) and beliefs that support
us in acting in a way consistent with our Values in
pursuing our Purpose on the way to our Vision.

Patterns of Events: Trends of events.
Events: Things that happen. Fig. 2

Fig. 3
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Feedback is Power - Tap It
It’s vital that we tend to this structure. When we make mistakes, we tend 

to fall back on Defensive Routines* due to our hardwired tendency for
“emotions before reason.”† Emotion overwhelms logic and we’re much 

more sensitive to criticism than praise. So we perceive more blame than
intended, even when there’s a good faith attempt to avoid it. This can 

cause people to act as though there’s a “kick ass” culture, despite 
attempts to create a learning organization.

A similar dynamic can be created by an aggressive “rank & yank” policy,
such as that at Enron. People may avoid making waves, fearing they’ll get a
lower rank from not be considered “team players.” This can lead to problems

not being surfaced, to less learning, and to a vulnerable organization.
Continuous Improvement Associates

Bob Powell, Ph.D., MBA
6992 Blackhawk Place

Colorado Springs, CO  80919
Phone: (719) 599-0977

Website: exponentialimprovement.com
E-mail: scuba@usa.net

The Difference between Vision & Concept
Vision defines desired outcomes, a desired future. 

Concept is similar, but it guides us by defining the future as 
“a place we come from,” rather than as “a place we go to.” 

Living by Values & Concept allows us to stop responding to our
interpretation of events based on past experience, and respond
instead to the events based on our Concept of who we are.  We

can see this as living life as a meditation — consciously, rather than
unconsciously — observing interpretations, but not acting on them.

Workshop Benefits
A group examines and answers the following questions (among others):
� What is our organization’s “Winning Strategy”?
� How does it influence our perception of reality and the events we experience?
� From what Concept should we come to take us to our Invented Future?

A reality based on the past
Figure 4 shows the reality created by the be-
lief in the text box below on The Self-
Fulfilling Language of Economics. It’s al-
ways possible to find someone to blame, so
we create the behavior we expect. 

Figure 5 shows this same dynamic from The
Process Improvement Trap, drawn from work
at MIT: believing workers are the problem
leads us to lower performance in the long run
and confirms that they are indeed the prob-
lem. As are all reinforcing loops, this loop is
a “double-edged” sword. Start at attribution:
workers are the problem and work around the
loop starting with “more” or “less” of this attribution. Perform-
ance can either go up or down depending on our belief. 

Reality based on a LO “Invented Future”
Figure 6 shows an alternate reality based on
a Learning Organization Concept. In this
case, too, there are problems … apparently
even more problems, because there’s a con-
scious effort to surface them as opportunities
for learning from our mistakes. 

This is “living organizational life as a medita-
tion,” observing thoughts based on the past,
but constantly returning to a creative Con-
cept of “who we are” — an Invented Future.

Conclusion
Feedback loops are everywhere. They rule
our individual and organizational lives. The

idea is to use them to serve us to create the reality we desire. 

Self-confirming attribution loop from 
The Process Improvement Trap.

It's tempting to blame, but company survival depends
on our ability to learn faster than our competitors.

As a "learning organization" we know there is no "blame." The great
majority of our problems are a result of system structure. We know

we must not blame if we're to continuously learn and improve.

EVENT:
Problems
happen.

DETERMINE ACTION
BASED ON INVENTED

FUTURE: We practice LO
disciplines & take a

systems view. We know
blame is unproductive &

bypass defensive routines.

ACTION: We openly
surface problems as

opportunities for learning.
We are less reactive &

more creative.

Invented Future Concept: We are a Learning Organization (LO)

Event in
the

Present

INTERPRET BASED ON
THE PAST: We observe
the Interpretation that

problems occur because
somebody screwed up.

BRING ATTENTION TO
INVENTED FUTURE:

Examine what we'd do if
we instead act according
to our Invented Future.

Influence
of the
Past

Our
Invented
Future

An example of how past events and
experiences can create beliefs that

set in motion recurring patterns of be-
havior and experience: “reality traps.”

It seems heartless at times, but company survival
depends on our being tougher than our competitors.

We know people are lazy, irresponsible, and must be watched
closely. We know "they're to blame" for our problems.

Event in
the

Present

INTERPRET BASED ON
THE PAST: Problems

occur because
somebody screwed up.
We have to "kick ass" to

get anything done.

EVENT: People
confirm they're

untrustworthy and
problems happen.

CONFIRM BELIEF: We
find someone to blame.

People are irresponsible;
this happens all the time.

DETERMINE ACTION
BASED ON BELIEF:

We must find out
whose ass to kick

and how to monitor
people more closely.

Influence
of the
Past

Our
Winning
Strategy

ACTION: We kick ass &
monitor people closely

because they are
untrustworthy & don't

take responsibility.

Winning Strategy Concept: We are a "Kick Ass" Organization

The Self-Fulfilling Language of Economics
“Language is powerful, … and theories of human behavior become self-fulfilling. We act on the basis of these theories, and through our 
own actions produce in others the behavior we expect.”  Example: Free riding: “If we expect people to be untrustworthy, we will closely 
monitor and control them and by doing so will signal that they can’t be trusted — an expectation that they will most likely confirm for us.”

Jeffrey Pfeffer, “Six dangerous myths about pay,” Harvard Business Review, May-June 1998
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