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What about Vision and Mission?

Vision includes:
= Core Ideology

o Core values

o Core purpose (mission)
m Envisioned Future

o A major 10-30 year goal, a hoped-for outcome
(a BHAG for “Big, Hairy, Audacious Goal")

o “vivid description” of the desired outcome and/or
company to convey a picture charged with emotion

® Provides inspiration and guidance for alignment.

Collins & Porras, "Building Your Company's Vision," Harvard Business Rev., Sep/Oct 1996

Values, Purpose, Vision

W Values: What do we value?

m 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.

®m Purpose: Why do we exist?

m Vision: What do we want? The two Vision components:
® Outcome: What outcome do we desire?
o Vehicle: What will our organization to look like?

m Structure/Mental Models: The structures
(interdependencies 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.

Creative Tension & The Hierarchy
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Visionary &

u 3M

W American Express
u Boeing

m Citicorp

| Ford

m General Electric
m Hewlett-Packard
m |BM

m Johnson & Johnson
m Marriott

m Merck

H Motorola

u Nordstrom

| Phillip Morris

B Procter & Gamble
u Sony

m Wal-Mart

m Walt Disney

Built to Last Company Categories

Comparison

= Norton

m Wells Fargo
= McDonnell Douglas

m Chase Manhattan
u GM

m Westinghouse
W Texas Instruments
| Burroughs

m Bristol-Myers Squibb
= Howard Johnson

m Pfizer
u Zenith

u Melville
= RJR Nabisco

| Colgate
m Kenwood
= Ames

m Columbia

Stock Performance

of

Visionary Companies
Vs.

Comparison Companies
Vs.

General Market

Collins & Porras, Built to Last, 1994

Cumulative Stock Returns of $1 Invested
January 1, 1926 — December 31, 1990

Visionary

e

$6,000.00

1926-1958
o Magrificd Tnset

Preserve
the Core

Stimulate
Progress

Tangible Mechanisms

Collins & Porras, Built to Last, 1994, p.

"The single most

important point ... is

the critical

importance of creating
tangible mechanisms

aligned to

preserve the core

and

stimulate progress.

This is the essence of

89 clock building.”
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Look for the Loops

Strategy

Strategic
Objectives

Learning
Goals

Individual
Learning
Plans

Mechanistic

Mechanistic vs. Organic
Learning Strategy

Organic
Strategy

Core
Competencies

Learning Business
Strategy Strategy

"Charting a Corporate Learning Strategy,"

Darling & Hennessy,

1996 Systems Thinking in Action Conf.

Strategic Stories ... linear to loops

improved
marketing It could be this story:
Or it could be the combined stories:
Market > Profits > New Product
Share Development New Product
D
Profits 'gf‘rak:
indfall N .
V;ﬂ,,ig Or it could be this story:
windfall
profits
Profits. » New Product Market
Development Share

Gordon Shaw, et al., "Strategic Stories: How 3M is Rewriting Business Planning," HBR , May-June 1998
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Strategic Stories Causal Loop Diagram

New Product
Development.

S improved

R1 marketing
New Sy ¢
Profits Products parket
s Share
)

windfall profits

Collins' Short Pay Catalytic Mechanism

customer

marketing roblems s
& sales customer
S service
5 demand (total
B2 service hours
8 vequlred)
product sales Customer

develo ment Growth Service service
Quality )
quallty
revenue customer

satisfaction cuslomer
service
capacity

Jim Collins, "Turning Goals into Results:
The Power of Catalytic Mechanisms," HBR, Jul-Aug 1999

Collins' Short Pay Catalytic Mechanism

cus(omer
marketing problems
& sales customer
S service
demand (total
O service hours
vequlred)
product a, b sales Customer
development Service
Growth
S Quality service
quality
%xs
revenue customer
o B4 satisfaction ~customer
service
Bsttr: @ capacity
Hurts At Least |
Don't Have
to Pay for It
customers
take "short

pay" option
Jim Collins, "Turning Goals into Results:
The Power of Catalytic Mechanisms,"” HBR, Jul-Aug 1999
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product

b

find Fewer

/{
S
take
corrective
action
i development Gro
S
understand
customer
problems

root Problems in
causes the Future
S

investigage reasons
customers take the e "sh
"short pay" option g Pay" option The Power of Catalytic Mechanisms,"” HBR, Jul-Aug 1999

Collins' Short Pay Catalytic Mechanism

customer service
awareness of customer

T problems
More R
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service about the Future ours requirec
problems per problem
encountered problems
s per sale S eustomer s
marketing problems S
& sales customer

s service
demand (total

s
service hours
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ab sales o
wth s service
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s
89

revanue customer
satisfaction customer

service
)
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At Least |
Don't Have
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customers
take "short

0
But It
Sure
Hurts

Jim Collins, "Turning Goals into Results:

Strategic Perspectives

- . - _ _________ Financial (revenue, cost

Financial Performance of operations)
Perspective
R L

Customer
Customer Value (product mage,
tionship by
Value o
. gment)
Perspective
_____ — . Lbus_iness innO\/taIion, (reinforcing
serve usiness operations, . strategy)
t-sal
Internal Customers post-sale) t > Investment
Process -
Perspective Invest in Internal
Processes

“““ oo tR)
(P:apablllt-les Capabilities &eople capabilities oSt

erspective Motivation 0P " Capebiites People & IT,

mpowerment)

_____________ David P. Norton; Robert S. Kaplan,

The Strategy-Focused Organization, 2001

Traditional Organizational Life Cycle

The Traditional Organizational Life Cycle

maturity

growth aging

birth

dying

But, it's not that simple. There are multiple stages:

"The task of top management is to be aware of the stages;
otherwise, it may not recognize when the time for change has
come, or it may act to impose the wrong solution.”

Larry E. Greiner, "Evolution and revolution as organizations grow,"
HBR, May-June 1998 (orig. 1972)
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Phases of Growth

Greiner's "Five Phases of Growth™ Model
large
/ evolution: stages of growth
& revolution: stages of crisis N ‘/'-’7?
Collaboration,
Phase
(collaboration)
. N
Coordination /' S—___
Phase red tape
(coordination)
A
o Autonomous / $—___
Phase control
N (delegation)
Systems & 'sl\
(2] Structure autonomy
Phase (direction)

Creative -
Phase

leadership

(entrepreneurial)

small
young . . mature
Age of Organization

An engine drives growth,

but encounters limits

S Size of Organization:

Sales or . P
growth Base Creative Phase Limit
S @ Si f O izati
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Growth b Sales or
S growth Base

operation of
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9 Grow‘th S,
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systems
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direction
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creative
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Loops span functions, showing who
must work with whom

Customer
Service
Product Customer
Engineering

Strategy Matrix: Functions vs.
Key Success Loops & Driving Forces

Key Success Loops & Driving Forces

Loop B2 | Loop B4 Loop B5 Loop B6 | Driving | Driving
Short Pay | Force | Force
Short Short Pay | Effect on F1 F2

Customer Pay Effecton | Customer Summary of
Organization Service | Effecton | Customer Service Strategy for
or Individual Quality i i Efficiency each Function
Sales
Finance

Customer Service

Product Quality

Other

Summary of
Strategy for
Each Loop or
Driving Force

... adapted from Clayton Christensen, "Making Strategy: Learning by Doing," Harvard Business Review, Nov/Dec 1997

Learning as an Integrating Element of Strategy

I Developing Capabilities I Taking Action |

create
company
leaming
considering srateay
industry
changes in core
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processes, depth &
national & Thinking & Perform:
global markets Learning Practice: imj
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R R operat 1o think performance,  wopirene
¥ ' effectiveness, olen Pefine the ‘opportunity
Scenarlo Ststoglcefficency & ™ Tmessures  harend
lexibili measure
Awareness o adaptabllity performance
option &
depth & stratagy
varisty of -
scenario available
awareness @
& Strategic
, 5 compat
ion quality of strategic stuchre &
Points scenarlo planning, stratagy
R
\ considering value External @
chaln & competitive \_/ Awareness
positioning
scan the

environment
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Collins' essential characteristics
of a catalytic mechanism

m Characteristic 1. It produces desired results in unpredictable ways.

m The results appear unpredictable because our intuition in dynamically
complex systems is poor, though our intuition can be improved with
experience. The systems thinking and system dynamics literature is
full of what have been described as counterintuitive behaviors in
social systems.

Collins' essential characteristics
(continued)

m Characteristic 2. It distributes power for the benefit of the overall
system, often to the great discomfort of those who traditionally hold
power in the system.

| In general this depends on the Values, Purpose, & Vision (VPV) that
are being supported by the mechanism. Some VPVs might not lead to
distributed power.

| Yet, perhaps this is specifically true for mechanisms which are
effective in improving overall system performance because, while we
are able to influence dynamically complex systems, we cannot
control them. Centralized power just isn't as effective.

Collins' essential characteristics
(continued)

m Characteristic 3. It has a sharp set of teeth.

| Effective mechanisms are those that provide long-term improvement,
as opposed to short-term relief. These are painful because we
observe "worse before better" behavior in systems undergoing
transformations that benefit long-term performance.

m This is the root of the addiction problem; it requires discipline to
endure the short-term pain in order to gain the long-term payoff. Or
more generally, we require discipline and/or a "sharp set of teeth” to
enforce discipline.
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Collins' essential characteristics
(continued)

m Characteristic 4. It attracts the right people and stimulates the
ejection of viruses.

m Effective mechanisms make it particularly painful for those who do
not believe in the VPV of an organization. They leave and others are
attracted who do.

Collins' essential characteristics
(continued)

| Characteristic 5. It produces an ongoing effect.

| The effect is ongoing because the power of reinforcing and balancing
feedback mechanisms is their persistence over time ... they are not a
one time occurrence.

| This is the "clock building™ metaphor in Built to Last is so appropriate:
the combinations of gears in a clock (the reinforcing and balancing
feedback processes) keep turning to tell the time (produce the
behavior we desire).

Questions at the HBR web discussion
on Collins' catalytic mechanisms.

m Question: "If catalytic mechanisms are powerful and effective at
helping us get beyond rhetoric and to stimulate significant and
tangible progress (which the evidence suggests), then why are true
catalytic mechanisms so rare? Why is it difficult for people and
organizations to create and install them?"

| They are rare and difficult to create and install because the systems
way of thinking, & the language necessary to support the thinking, are
"unnatural;" as Nigel Nicholson observes, we did not evolve with the
tendency. A good thing about humans, however, is that we can
change what's natural; we can learn to be systems thinkers.
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Questions at the HBR web discussion
(continued)

W Question: "Granted that 'nothing ventured nothing gained,’ I am keen
to know if in your catalogue of catalytic mechanisms there are
examples of organizations having implemented catalytic mechanisms
that pass every test of the criteria that catalytic mechanisms have to
fulfill but yet failed to produce desired result or worse still backfired
and bombed!"

m This is common when organizations don't stick with it to get through
the initial "worse before better" behavior. People tend to see the
immediate negative impact of effective mechanisms as an indication
of policy failure and give up.

M This is why it's so important to understand the structure of the system
and estimate the delays required for the positive benefits of the policy
to appear.

Questions at the HBR web discussion
(continued)

m Question: "It seems to me that the greatest thing for a leader would
be to find some way to create one "meta" catalytic mechanism that
leads others in the organization to come up with new mechanisms.
Some sort of a "clock” for continuously stimulating the creation of new
mechanisms. Do these exist? Is it feasible to create these?"

| This "meta"” mechanism for creating stimulating the creation of new
mechanisms is systems thinking. It helps organizations dialogue
about and think through proposed ideas and design effective organic
processes that achieve the desired system behaviors.

Questions at the HBR web discussion
(continued)

m Question: "The article talks a lot about catalytic mechanisms and
their relationship to BHAGs (Big Hairy, Audacious Goals). | would be
interested in exploring more how catalytic mechanisms relate to an
organization's core ideology, more specifically the values that an
organization hold.”

| Built to Last makes clear the value of Values and Purpose and the
need for tangible mechanisms to support them.

m Systems thinking is the way to design those mechanisms,
mechanisms that should reinforce the "How do we act?" "Concept”
statements associated with each Value.
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Questions at the HBR web discussion
(continued)

m Collins' Notes: "The following has become clear since the publication
of the article: there is an interesting relationship between information
and knowledge and catalytic mechanisms.

| A good catalytic mechanism helps you make the shift from
information to information *that you cannot ignore*. A customer
survey system, for example, gives you knowledge and information
about your customers, but short pay gives Granite Rock knowledge
and information *that it cannot ignore*.

m The problem in most companies is not that they lack information or
knowledge (there is little evidence that high performing companies
have more information and knowledge than their mediocre industry
comparisons); the problem is that they don't pay attention to the right
information or act on what they know. Perhaps, then, there can be a
useful link between "knowledge management” and catalytic
mechanisms."

Questions at the HBR web discussion
(continued) - Comment

| This point underscores
o the need to understand the feedback loops and delays in the
system; and
o we need to have the right information, that is, measures that truly
indicate the "real health of the system," as opposed to the
"perceived health of the system."

m Without measures that gauge the behavior of the feedback loops in
the system, we create "management misinformation systems."

Questions at the HBR web discussion
(continued)

m Operations research focuses on how to make the best individual
decisions at the flow, whereas system dynamics deals with the whole
loop including the time-varying decision stream (as opposed to
individual decisions).

Stock

Focus of
Operations
Research

Focus of
MIS & IT

Jay Forrester, "A Response to Ansoff and Slevin"
Management Science 14, #9, 5/68
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