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Video

Radical Management

Explaining the idea in sixty seconds



How organizations surprised us all

Stephen Denning

Former Director, Knowledge Management, World Bank




Robert McNamara

President, Ford Motor Company, 1960
Secretary of Defence, 194D68
President, World Bank, 196881

Nt hhe smartest ma n
John F. Kennedy


http://upload.wikimedia.org/wikipedia/commons/1/10/Robert_McNamara_at_a_cabinet_meeting,_22_Nov_1967.jpg

19962000

199@ A knowledge

management
program was launched

2000Q The World Bank

was benchmarked as a
leading knowledge

World Bank organizations




20002008

Teaching the Fortune 500
how to use
the power of

leadership storytellinw




In 2008, | began exploring:

Why dono
management
Innovations stick?

(These are highly intelligent, educated people!)
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| t 0s not jJust | ead:

Knowledge management

Not just the World Bank
ABP
AErnst & Young

AIBM
AHP

World Bank



| t0s not Just | ead:
Lean Manufacturing

The Stur 'xf Lt Praduchion
Topata's Secret Waapar bt the Glohal Car
Wars That s Revaletiasiziag Warkd leddantry

MACHINE iOnly 1%

T AT Initiatives meet their

CHANGED goal s. o

\X/ORLD Jeffrey Liker

JAMES P WOMACK,
DANIELT. JONES,
and DANIEL ROOS

et e AN -




| t 0S not | ust | ead

Marketing

AL & LAURA RIES

NV ELRE I 25 ways in which traditional

BOARDROOM management systematically
Rl kills great marketing ideas
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[he Revelutionary Book that Will
“hange the Way You Do Business
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not Just | ead:

Innovation

How management
systematically kills
disruptive innovation



2008 The question was broader

Why did management
systematically kill all the creative
things in organizations?

Aknowledge management?
Alean manufacturing?
Ainnovation?

Amarketing?

Aleadership storytelling?
Agile software development




Most management textbooks
Most articlesinHarvardBu s 1 ness Revi ew

Traditional
management
rests on
five Interlocking
principles



Five planks of traditional managemen

1. The purpose of a firm Is to
produce outputs that make money




Five planks of traditional managemen

2. Managers act as controllers of
Individuals




Five planks of traditional managemen

3. Work Is coordinated by
hierarchy and bureaucracy
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Five planks of traditional managemen
4, NThe mai n val




Five planks of traditional managemen
5. Communicate by directives

ON




The shifts are interlocking & selfreinforcing

Make money
for
shareholders

Top down Managers are
commands controllers
of indivduals

Efficiency, Bureaucracy:
cost cutting rules, plans, reports

ASingle fi X0 1 mprov




Five planks of traditional managemen

nNTradi ti onal 11
pract i

At hhe smartest
John F. Kennedy




CEQOs & writers accept this mental model

A Business leaderdMost CEOs stillassume these
management principles aseund

A Journal articles 90% of HBR articles propose
modest adjustments to the traditional management
model

A Management textbooksVlost management
textbooks accept this as the default mental model o
management, while notin



2009: Conclusive proof of the
failure of traditional management

The rate of return on assets
of large firms is on@uarter
of what it was in 1965

Source: Del ol tteds Center



2009: Conclusive proof of the
failure of traditional management

Average Lifetime of 5&P 500 Compiiies
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2009: Management has destroyed
whole sectors of the economy

Why Amazon canot make .

The story of Dell anésusTek

Dell: Teayear share price



2. Declining life expectancy hidden by quick profits

The early stages of the camgitting death spiral are profitabl

Cost
cutting Pursue

Inability to short-term
Innovate Corporate profits
death

Unable to
compee

Lossof
knowledge Foreign

The outsourcing death spiral




2009: The outsourcing death spiral

Why Amazon canot make

| ndustri es alread

Compacftluorescent lighting; Desktop notebook and netbook PCs;
LCDdor monitors, TVs low-end servers;

handhelddevices like mobile phones; consumemetworking gear
electrophoreticdisplays; routers, access points,

lithium andNIMH batteries; homeset-top boxes;
advancedechargeabldatteries; advanced composite;

crystalline silicorsolar cells, advancecceramics

iInvertersand powersemiconductors; integratedcircuit packaging.

Even more 1 ndustr.i
Dd t A&l Yy 2wSa RN YKH K YAS NR CHBRJulAIg0E0300%R (i



Traditional management has also
falled In employee engagement

Only1lin5
workers is fully
engaged In his
or her work

Source: Del ol tteds Center



Managers hate their own jobs!
The Three Most Hated Jobs in the USA

1. Director of Information Technology
2. Director of Sales and Marketing

3. Product Manager

http://www.forbes.com/sites/stevedenning/2011/08/11/tymkr-job-is-badtry-one of-these/



Managers hate their own jobs!
The Three Most Hated Jobs in the USA

1. Director of Information Technology

2. Director of Sales and Marketing

3. Product Manager DOGBERT'S TECH SUPPORT

THE PROBLEM IS IN
THE PART OF YOUR

These are bad g ol et

situations,
not bad people

DILBERT CAETOON

http://www.forbes.com/sites/stevedenning/2011/08/11/tymkr-job-is-badtry-one of-these/



Management is not just Ili

Management Is fatally Il

Management is systematically killing
the organizations it is meant to be helping

Aknowledge management
Alean manufacturing
Ainnovation

Amarketing

Aleadership storytelling
Agile software development




Why did
management
faill?



Unless we understand
a problem, we cannot
expect to solve It.

We have to get to
root causes



Root cause #1.
Discontinuity replaces continuity

iCor por at i 0| '
operate with managemen}| "
philosophies based on th<
assumption of continuity
are not able to change at
the pace and scale of the | w. cossmios o are suite o 10
mar ket s. o Undsrpertom 1hs Warkei—and Haw 1o

salully Tranzloem Them

200 1< 2 O 1 l RICHARD FOSTER .. SARAH KAPLAN




Root cause #2:
The marketplace has changed

Big firms used to own the marketplace

Global competition and instant information to
customers changed the balance of power.

The customer Is now the boss.

Many firms havenot yel



Root cause #3;:

Parti al f1 xes dono

Make money
for shareholders

Top down Managers are
commands controllers

of indivduals

Efficiency, Bureaucracy:
cost cutting rules, plans, reports

The elements are interlocking & selfreinforcing




Even successf ul e xXp

“REINVENTING
MANAGEMENT
Make money
for
shareholders

Managers are
commands controllers
of indivduals

7

Bureaucracy:
rules, plans, reports

NThe 1 nterl ocking c¢

Knowledge
management

Efficiency,
cost cutting




When only part of the firm is Agile

Making
money for

shareholders

Top-down
commands

From controller
to enabler

Agile

Radical From bureaucracy
transparency to dynamic linking

"

The organization Is at war with itself

\/alues



This has proven to be remarkably resilient

Make money
for
shareholders

Top down Managers are
commands controllers

of indivduals

Efficiency, Bureaucracy:
cost cutting rules, plans, reports

We need systemic change!



This has proven to be remarkably resilient

Make money

for
shareholders

Top down Managers are
com

We need a new

‘ Interlocking pattern
that I1s equally resilient

Efficiency,
cost cutting

Bureaucracy:
rules, plans, reports

e

Parti al f1 xes



NThe si1 gni fic
have cannot be solved at th
same level of thinking with

whi ch we <c¢cr e

Albert Einstein



To get lasting change, we need all at onc

New goalfor the organization
New rolefor managers

New coordinationmechanisms
. Shift from value to values

New way tocommunicate

b=

And 70+ pract.



To get | asting cha

Goal

Delighting
customers

o Role
Communication

From controller
From command
to enabler

to gconversations

Radical From bureaucracy
transparency to dynamic linking

Values v Coordination

You have to change a




OOOOOOOOOOOOOOOOOOO

1 Dellght
the
customer!



@ NEW GOAL: delight the customers

from outputs to outcomes

The bottom line of the firm
shifts from
making money for
shareholders
(0
delighting the customer

Roger Martin: The Age of Customer Capitalism, HBR Jan 2010



l.e. from outputs to outcomes

p NEW GOAL: delight the customers \

An epochal shift in the balance
of power In the marketplace:

The customer Is now the boss!

Sorry
about

that!

.

' 5 ‘-
l &




NEW GOAL: delight the customers
from outputs to outcomes

©

Customer delight
IS ot a new Idea:

Ancient Romans
e. g. Vitruvi
architecture




p NEW GOAL: delight the customers \

from outputs to outcomes

J

| scusibmerdelighd a seri ous bus

- o O
NProvidi ng
Stream of additional
value to customers and

del 1l veri ng

ACustomer delighto




NEW GOAL: delight the customers
from outputs to outcomes

J

| scusibmerdelighd a seri ous bus

y’ Rl wasak P4 RAVING
Just Aren't A
Good
Enough

\ ———
\l\ DE\-\\‘ ER\NG enchanting o3 Apple." —Wos
A Revolutionary

. Happiness
Approach to
Customer Service

,'l. =3 S “ ‘_ O N \{ '."‘l =1C %
o A Jek.
v \ ifo_bw““’“

\ p % ,‘.:::; . P PRI .. WE AT 0%

Great Companies
= E " o 8 " Get Their Mojo KEN BLANCHARD
El . A daclaia co-author of Tiy One Minwte Manager
| ncm.ggg.men from Maslow SHELDON BOWLES

ANhappifeenscshobant mMpayonr avi ng



from outputs to outcomes

@ NEW GOAL: delight the customers \

J

| scusibmerdelighd a seri ous bus

Afdcustomer sucec
Afdcustomer trus
A Net Promoter Score

sa lcy‘brce

2,

S——



l.e. from outputs to outcomes

p NEW GOAL: delight the customers

J
| scusibmerdeligh a seri ous bus
NCust omer ¢

[lUESTIﬂN

Dnving Good Profits
and True Growth

FRED REICHHELD

1S
measurable.

Fred Reichheld: The Ultimate Question:

"How likely is that you will recommend this firm
or service or product to a colleague or friend?”

0 1 2 3 B 5 6 7 8 9 10

Unlikely Somewhat Uikely Highly
likely likedy




©

NEW GOAL: delight the customers
Shift from an insideout to outsidan perspective

\

J

an N N R
nYou n We wan
what we to understand & helg

. make! sol ve our

N

(RE)(ORGANIZE)
FOR RESILIENGE




p NEW GOAL: delight the customers

l.e. from outputs to outcomes

This changes the game completely

‘ Outcomes

€.1

\J

=) People



©

NEW GOAL: delight the customers
l.e. from outputs to outcomes

The goal isdelighting the customer
AfiMaking money0d rnotghe goal
AfiBeing agile®d notghe goal.
AWorking softwared notghe goal.

AAgile & Scrum & working software
aremeansto achieving the goal

AEveryone must focus on the goal




NEW GOAL: delight the customers
l.e. from outputs to outcomes

©

Aim for the simplest thing!

200 Century

54 buttons DVD
Complicated controller

.

-
215t Century

4 buttons :
Simple IPod

\_ Easy to use




l.e. from outputs to outcomes

p NEW GOAL: delight the customers

Deliver it sooner !

3 In a bureaucracy,
\\m‘mﬁ large amounts of

07
DOO‘\L\(‘a(ﬂ- \ 5 PURS - . .
A0 \mpo\ \ pASSION, AN

? uge“’ (')ﬂ\;f' Yoo
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@ NEW GOAL: delight the customers

l.e. from outputs to outcomes

A paradoxical discovery!

Costs come down of

Customer delight _
their own accord!



This is why the shift Is inexorable

Vd

e

Radical management

amazon.com

Traditional management

Walmart (WMT)

| t

alln
cIsco |

ma k e s

mu c h

11



l.e. from outputs to outcomes

p NEW GOAL: delight the customers \

J

1.Newgoal nDel i1 ghting the

a different way of running the organization.

2. New rolefor managers

3. New coordinationmechanisms
4. Shiftfrom value to values

5. New way tccommunicate



@ NEW MANAGER ROLE: from controller to enabler ]
2. Enable
selforganizing
teams




@ NEW MANAGER ROLE: from controller to enabler ]

Puzzles Mysteries
What is the What will
square root be the next

of 97 really
big thing?
Single No single

right answer right answer



@ NEW MANAGER ROLE: from controller to enabler ]

Puzzles Mysteries
Making Delighting

money for the the
shareholders customer
Single No single

right answer right answer



@ NEW MANAGER ROLE: from controller to enabler ]

Controls can solve  Controls cannot solve
puzzles mysteries



@ NEW MANAGER ROLE: from controller to enabler ]

Controller of Enabler of self
individuals organizing teams



@ NEW MANAGER ROLE: from controller to enabler ]

Self-organizing teams
are a very old idea

Legal juries In England, 1166

A diverse group of citizens
was preferred over decisiol
by one o0or mc




@ NEW MANAGER ROLE: from controller to enabler J

Diversity
defeats
intelligence

The Difference: How the Power of Diversity Creates Bette
Groups, Firms, Schools, argbcietiedy ScottkE. Page




e. COORDINATION: From bureaucracy to dynamic linking J

3. Dynamic
INKINQ




e. COORDINATION OF WORK: Dynamic linking J

Client
driven

Hierarchical bureaucracy Dynamic linking



e. COORDINATION OF WORK: Dynamic linking ]

Dynamic linking: work in short cycles
direct customer feedback

the customer Is the boss
In software

Agile ]- Thousands of organizations
Scrum

Kanban
Even Al umpyo wor k!
E.g. Quadrant Homes
Naval radar system
Polaris submarines



e. COORDINATION OF WORK: Dynamic linking ]

One of the biggest surprises for me:

A Learn management from geeks?

nlf there was NS
What on
for management, the founders earth is
of Scrum woul Scrum?

A Yet HBR has never heard of Scrum



e. COORDINATION OF WORK: Dynamic linking ]

Progress I1s measured bdirect client feedback

The case of
drr?alfeé;hiijn SOK | .l;:/tllseé mISSIng
worse for t%e b u ttO n

Odza 12 YS NE



9. FROM VALUE TO VALUES: radical transparency ]

4. From value
1O
values




e. FROM VALUE TO VALUES: radical transparency J

AJust do i t OAlan Mullaly CEO, Ford



r . .
FROM VALUE TO VALUES: continuous mprovement}

TOYOTA

Get the product out The status quo is
never good enough




e INTERACTIVE COMMUNICATON: conversa tion ]

5. From topdown
O
conversation



e INTERACTIVE COMMUNICATON: conversation ]

Commands
Kill
motivation




e INTERACTIVE COMMUNICATON: conversation J

NEW VYERN TINES BESTSELLED Money
wrineds il

Daniel H. Pink kills

INspiration

pRiV*

The Surprising Tru:h
About What Motivates Us




e INTERACTIVE COMMUNICATON: conversation J

Top-down commands  Peefrto-peer conversations



e INTERACTIVE COMMUNICATON: conversation ]

How can Apple be a model when Steve Jobs was a tyrar

Robért McNamara: Steve Jobs:

A J ugsettiito u t | oh Gettright for
t he cust



The shifts are interlocking & selfreinforcing

Goal

Delighting
customers

o Role
Communication

From controller
From command
to enabler

to gconversations

Radical From bureaucracy
transparency to dynamic linking

Values v Coordination




WHATO S NE Wall atdbace

Goal
Delighting
customers
Role
Communication
From controller
From command
to enabler
to onversatlons
Radical From bureaucracy
transparency to dynamic linking

Values v

Individually , none of the shifts is new



al | f

Top-down
commands

From controller
to enabler

Agile

[ From bureaucracy

Radical
transparency to dynamic linking

\/alues

€ an organi zati on



The transition IS inevitable

Two- to fourtimes
gains in
productivity

Economics will drive the change!



Firms that delight their customers,

are alstHUGELY PROFITABLE

sale y‘f)rcﬁ

)

Six-year share price 2062[)11




Firms that delight their customers,

are alstHUGELY PROFITABLE
Apple (AAPL)
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Firms that delight their customers,

are alstHUGELY PROFITABLE

dMaZOon.Com

i ==




While the other firms

STRUGGLE just toSTAY IN PLACE

Walmart (WMT) T
SMA (2007 == Walmart -~

WMT Ddi [y mem 1706711
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While the other firms

STRUGGLE just toSTAY IN PLACE

GE (GE)

SMA CZ00)  w=—=

35
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20
15
10
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Change 1 s

Radical management

neyv

amazon.com

Traditional management

Walmart (WMT)

ol'lo'llo
CI1SCO ;‘

—m—

GE (GE)
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The transitil on

Wars That Is Revaletiasizing Warl Tedant

MACHINE
THAT
CHANGED

THE

WORLD

JAMES P WOMACK,
DANIEL T. JONES,
and DANILEL ROOS

1990

The worl dos
Fordos Her m
In Mexico

1990s: Fordo
In Michigan

2006: The new CEO,
Allan Mullaly, embraces it



How could
management have
falled when the
economy had
three decades of

LG RAR

g rowth’) feel like

failure




1. Declining life expectancy hidden by quick profits

The early stages of the camgitting death spiral are profitabl

Cost
cutting Pursue

Inability to short-term
Innovate Corporate profits
death

Unable to
compee

Lossof
knowledge Foreign

The outsourcing death spiral




2. The bubble economy: 1982008

Economic growth
fueled by consumer demand

The economy felt ok

Flat median salaries



2. The bubble economy: 1982008

Economic growth
fueled by consumer demand

Student Credit |
loan card Housing
bubble bubble bubble

Financial sectobubble

Median salaries are flat



h?::""?/ 9 ; <&
,} The appareﬂt \?:

eC’D’ﬁQﬂng growth . ‘I\.\
of the%st decade
ewwa;ad

S5




The illusion of growth Is now reveale

Economic growth stops

with little consumerdemand

Credit card
debt

Housing
debt

Student
loan debt

Growing publid
sector deficits

Financial secto

Structural
unemployment

Declining median salaries

debt



19802008

Apparentl
thriving
economy

Dispirited Frustrated
employee customers

Society could live with this



We may have reached a tipping point

Failing
economy

Dispirited Frustrated
employee customers

\

Socl ety canot




