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Organizational Evolution
Concerned about problems that come
with growth? Already sensing limits?
Systems Thinking:
It’s more than you think.SM

Check out what’s holding you back

Growth
Figure 2 shows the basic reinforcing feedback that generates
growth. Our paper, The Engines
of Growth, describes many of
the possible engines. This simple structure allows continuing
growth, but in reality nothing
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If revolution isn’t successful at each stage, it dies or regresses
to an earlier stage. Earlier or later stage solution won’t work.

* Adapted from Larry E. Greiner, “Evolution and revolution as organizations grow,” Harvard Business Review, May-June 1998 (orig. 1972)
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Growth in the Creative Phase is limited
by a lack of formal systems (B1).
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Those who have lived through this
transition know it’s difficult. It’s
precisely the informality that many
have liked … and they rebel
against “process and systems”
that appear “bureaucratic.”
Crisis of leadership
This is an apparent threat because the strength of the organization has been its creativity and
ability to adapt quickly. To the
contrary, rather than being a
threat, organizational growth cannot continue without more formal
systems. Indeed, it can die.
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We must keep process & systems
while granting autonomy to larger
units. As Ken Wilber says, “Evolution is a process of transcend and
include, transcend and include.”

R0
Growth S

operation of
fundamental engines
of growth

creative
phase
growth
factor
O

R1
Phase 1
Leadership
Revolution

S

size at which
lack of mgmt
systems
limits growth

need for business
mgmt systems
size at which need
for autonomy limits
growth

case, going back to informality.
Only this brings failure.
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The five phases
There’s not room to show it, but
the structure of each subsequent
phase (Table 1) is exactly like that
added in Figure 5.
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Conclusion
Revolutions are required, not only
Fig. 5
to meet the challenges of a
Figure 5 shows (in red) the influ- Providing direction & formal systems (R1) allows growth by overchanging environment, but also
ences that allow growth to concoming the limits (B1) of the Creative Phase. Balancing loop, B2, to meet the challenges created
limits eventually growth in the Systems & Structure Phase.
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Greiner’s Five Phases of Growth
Some characterizations
Manage- of the evolutionary stage
ment
(i.e., solutions that end
Focus
the previous stage’s crisis)
Make &
Ad hoc systems and processes, technisell
cal orientation.
Efficiency Process efficiency, more formal commuof opera- nication systems, accounting systems &
tions
procedures.
Market
Greater responsibility is given to plant
expansion managers and market territories.
Organiza- Merging decentralized units into product
tional con- groups, formal planning, company wide
solidation control & review of line managers, centralized capital expenditure allocation.
Innovation Less formal control with more facilitation
& problem for decision-making, matrix structure
solving
used to assemble cross-functional
teams, economic rewards geared more
to team, than to individual, performance.

Problems that arise from
the solutions
of this stage
Confusion and a crisis of
leadership.
Cumbersome hierarchy that
has difficulty controlling a
more complex organization.
The top loses control over
highly diversified operations,
parochial attitudes.
Headquarters unfamiliar with
local conditions. Conflict between line & staff, between
headquarters & the field.
Lack of internal solutions
(e.g., new products) for
stimulating growth, a need to
look outside for partnering.

Crises that must
be overcome by
revolutions to get
to the next stage
Leadership: solutions to
managerial problems.
Autonomy: to remove
restrictions on lowerlevel employees.
Control: to regain control over the organization as a whole.
Red tape: that needs to
be overcome.

”???”

Feedback is Power - Tap It

Revolution Takes Us to New Levels

The nature of a stable system is to resist change. A system maintains
stability by having many more balancing than reinforcing loops. Balancing loops counteract change and appear as resistance, opposing
movement from equilibrium. In the field of system dynamics, this is
called policy resistance: we observe social systems react more
weakly than we expect, and even perversely, to policy shifts.

“This generates a great deal of disruption and chaos, so to
speak, and the system, if it doesn’t simply collapse, escapes
this chaos by evolving to a more highly organized pattern.
These new and higher patterns solve or defuse the earlier problems, but then introduce their own recalcitrant problems and inherent limitations that cannot be solved on their own level — the
same process of evolution we see in other domains as well.”
Ken Wilber, A Brief History of Everything, 1996.

Workshop Benefits
The greater the success, the more dependent the system is on the current
way of doing things — the greater the forces that arise to oppose change.
It’s as true for organizations as for people that our greatest strength is
our greatest weakness. It’s painful, even frightening, to give up ways of being that have brought success. To change we need a language and a way
of thinking that allows us to communicate and reinforce the need for
change. A systems thinking workshop is an opportunity to acquire them.

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
© 2001 Continuous Improvement Associates

