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         About the book

         Reliable Strategies for Mastering the Great Transformation21

         The development of Fredmund Malik’s strategic framework was a result of his early
            realization that both business and society are experiencing one of the greatest transformations
            in history – a process he calls »The Great Transformation21«.
         

         Malik noticed and addressed the financial and debt crisis from the outset. He was
            one of the first to realize that its primary causes were neoliberalism and a misplaced
            focus on shareholder value. This focus caused leaders to pursue the wrong strategies,
            eventually resulting in one of the greatest misallocations of economic and social
            resources in history. In response, Malik devised innovative strategic tools that allow
            the crisis to be used as a springboard for repositioning organizations and enacting
            structural reform. Precisely addressing the complexity of strategic challenges, Malik’s
            management framework provides a comprehensive toolkit that facilitates the successful
            navigation of organizations in any economic environment.
         

      

      
         Vita

         Fredmund Malik is one of Europe’s leading authorities on management. The bestselling author’s work
            represents a standard of professional management that can be both taught and learnt.
            Malik’s thinking goes beyond economics and draws inspiration from modern sciences
            of complexity, particularly cybernetics. He is an expert on corporate governance practice
            and an adviser to executives at the highest levels of international leadership. Fredmund
            Malik was Professor at the Swiss University of St. Gallen and Guest Professor at the
            Austrian University of Economics and Business in Vienna. He is Honorary Professor
            at three renowned Chinese universities and member of the European Academy of Sciences
            and Arts. His honors include the Heinz von Foerster Prize for Organizational Cybernetics
            and the Austrian Award of Honor for Science and the Arts, awarded for his wholistic
            management systems.
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         How I Look at Management
         

      

      Management is the driving force wherever a number of people pursue common goals they
         can only achieve by sharing the work and the knowledge.
      

      Management is also the governing body in any institution of society—whether it is
         a business enterprise, a university, a hospital, a public authority, or any other
         kind of organization.
      

      It is management’s duty to give direction to those managed. This includes thinking
         through the organization’s mission, determining its objectives, and organizing its
         resources for the results to be achieved.
      

      Management is the organ of society which makes everything function properly.

   
      
         Right and Good Management, in My Definition, Is…
         

      

      
         
            … the function of society which enables its organizations and systems to function
               properly
            

         

         This also includes responsible leadership and governance.

         It takes right management to effectively transform a society’s resources into meaningful
            results and value. Under this comprehensive concept, management also includes enabling
            people to make their contribution to the proper functioning of their organizations.
            As such, management provides purpose, orientation, structure, and performance, thus
            implementing political and societal responsibility and ethics.
         

      

      
         
            Management—Mastering Complexity
            

         

         One of the greatest challenges for management is presented by the exponentially growing
            complexity and dynamic change of today’s globally interlinked systems. These profound
            changes are what I refer to as “The Great Transformation21”1.
         

         Management, in my mind, is mastering complexity, which is why I chose this title for my six-volume book series. It is the perspective
            that provides the most effective access to management in all its aspects and enables
            us to find the best solutions.
         

         As far as the scientific foundation is concerned, my management systems are rooted
            in three sciences of complexity: systemics, cybernetics, and bionics. I see systemics
            as the theory of the coherent whole, cybernetics as the theory of functioning, and
            bionics—at least the way I use it—as enabling managers to transfer nature’s evolutionary
            solutions to their organizations in order to maximize performance.
         

         This is what makes my management theory so very different from conventional approaches:
            It provides clarity where there is currently confusion, contradiction, arbitrariness,
            and the indiscriminate adoption of management fashions. Above all, I have long taken
            the subject far beyond the teachings of business theory and business administration,
            which has led to fundamental management innovations and provided new solutions to
            a number of management problems.
         

      

      
         
            Management—Operating System for Organizations
            

         

         In terms of its significance and impact, management is comparable to the operating
            systems in computers. Just like the proper function of a computer is enabled by its
            operating system, the proper functioning of organizations is enabled by the “operating
            system called management.” In my view, right management is the operating system for
            organizations of any size and kind—a system that is capable of evolving.
         

      

      
         
            Management—Profession of Effectiveness.
            

         

         Managers are the people who fulfill this function and pursue it as a profession. This
            includes doing what is right for the organization, and doing it well. That is why
            consider management to be the profession of effectiveness in complex systems.
         

         For people in the 21st century, it is just as important to master the basic skills of right management and
            self-management as reading and writing have been ever since the 18th century. Today, management is the key competence that makes people employable and
            effective in organizations. In any organization, accomplishments on the job are predominantly
            owed to what I call “right and good management”. It is the key prerequisite to ensure
            that, in addition to economic resources, also things like talent, intelligence, creativity,
            information, knowledge, and insights are transformed into results.
         

         Management for people and management for organizations are the dimensions of applying my wholistic management systems. They help create
            the conditions in which people can transform their strengths into performance, and
            thus to be successful and to find meaning and fulfillment in their work.
         

         St. Gallen, 2013

         Fredmund Malik

      

   
      
         Preface
         

      

      
         
            Strategic Solutions for REvolutions
            

         

         This book describes my strategic solutions for the REvolutions of the New World, which—although already under way—have yet to be recognized
            for what they are. That is why most of the measures taken so far are ineffective,
            with some even having a destructive impact on society.
         

         What I call the New World will be the result of one of the largest global transformations
            of business and society that has ever taken place. I call it “The Great Transformation21”.2

      

      
         
            The New Challenges
            

         

         This transformation involves the danger of a social meltdown. At the same time, it
            also offers a chance for a new economic miracle to bring about a better and more humane
            social order where organizations function reliably.
         

         What particular course this development will take depends, among other things, on
            the solutions, methods and tools that leadership elites worldwide can resort to in
            facing these challenges. It depends on which of the solutions at hand they can identify
            as genuine solutions, and which they ultimately opt for. One thing is certain: conventional
            means will not suffice to master the complexity of this transformation, as they have
            caused much of the current global crisis.
         

         A strong driving force arises from the strategic solutions themselves that I am presenting
            here. They contribute their share so the upcoming revolutions will happen quickly,
            while—contrary to previous revolutions—manifesting itself as an innovative breakthrough
            rather than a violent upheaval.
         

         They liberate us from both, long outdated forms of management and organization and
            the grotesque limitations of todays’s social and political problem-solving processes.
         

         Since 2011 my “Manifesto for Corporate REvolution” has been laid down in my book Corporate Policy and Governance, the second volume in my series Management: Mastering Complexity. Many of the developments outlined there—and even before—have meanwhile materialized,
            first and foremost the beginning collapse of the financial system. Further profound
            changes, such as in technology and the sciences as well as in people’s social value
            structures—in particular those of the younger generation—, in their perspective on
            and perception of the world, have progressed to a point where they cannot be stopped
            anymore, so they should be accelerated instead and directed along more constructive
            paths wherever possible.
         

         So, what most people believed impossible at the time of the above publications became
            a reality just a few years later. In 2008 I wrote that knowledge would outrank money
            and information would outrank power. The ongoing self-destruction of the financial
            system proves my first point; the ever-increasing global impact of the social media
            proves the second. Ruling and leading will never be the same again.
         

         The financial crisis itself, however, will not be a central topic in this book. I
            have published everything that needed to be said in this respect in the course of
            the past 15 years; now I let the facts speak for themselves. The scenarios I have
            presented—some of them as early as in the 1990s—have come true. The basic pattern
            of this development is “deflationary depression”, accompanied by social impoverishment
            and revolution—that is, unless economists and politicians do a radical rethink and
            change their course of action. That is why this book is dominated not so much by analyses
            as it is by solutions and the tools required for implementation.
         

      

      
         
            The Right Knowledge
            

         

         The knowledge society in the stricter sense is another topic I will not elaborate
            on here. I have addressed it in my book Corporate Policy.
         

         Rather, what I make available here is the strategic knowledge that enables top managers
            in all kinds of organizations to tackle the challenges of the Great Transformation21
            reliably, quickly, and effectively. The means to do that are my Management Systems®
            and the navigation, information, and control systems they include, as well as my strategy
            concepts and about a dozen new and greatly improved methods and tools.
         

         Many of the pioneers among the top managers applying my management systems are left
            speechless by the power and speed at which problems are solved and more and more often
            resolved. Particularly effective are the high-performance processes of the social
            technology of Syntegration which helps master even huge and highly complex challenges
            better than ever before.
         

         Just like in earlier phases of epoch-making transformation, almost everything is going
            to change fundamentally and radically. But while past revolutions were driven by machines,
            the imminent revolution will be driven by a new functioning of societal organizations,
            of their management at all levels, of their strategies and methods—including the levers
            of cybernetic self-organization and self-control.
         

         My cordial thanks go to Mag. Tamara Bechter and Dr. Sonja Böni for their enormously
            professional support with the new edition of what are so far three volumes of this
            series. Without their help I could have hardly accomplished the task.
         

         St. Gallen, 2013

         Fredmund Malik

      

   
      
         Chapter Introduction
The Right Strategy for the Great Transformation21
         

      

      The Great Transformation21—as I have been referring to the transition from the Old
         to the New World—will be larger than any other social transformation we have seen
         so far, as it will span the entire globe.
      

      The more intensely I studied the effective but also explosive power of the Great Transformation
         and the relevant strategic solutions, the tighter became the limits of language. Describing
         the complexity of globally interconnected systems and finding words for the simultaneousness
         of their change dynamics is just as difficult a task as putting a Beethoven symphony
         in words. Wherever I turn there is a lack of terms to describe the new, its many forms
         and dimensions, and above all the enormous speed of change as well as the unknowable
         that comes with it.
      

      The usual superlatives—all the “super” and “mega” terms—, even if they were not as
         trite as they are, would never suffice to capture the scope of the Great Transformation.
         Apart from that, these terms originated in the Old World, so they can hardly convey
         any more than the Old World’s limited power of imagination. Still, occasionally I
         have to use these terms for lack of better ones (at least to date).
      

      If, for instance, the new methods introduced in this book enable even the most complex
         decisions to be taken and implemented 100 times faster, to increase team efficiency
         by more than 80 times, and to find solutions based on maximum consensus in just three
         days where even the smallest compromise was previously blocked by social gaps, and
         if this power of solution has led to success in hundreds of applications, without
         exception—what terms could be considered adequate for such achievements, when the
         aim is to describe the new dimensions of effectiveness but avoid both grandiloquence
         and advertising slang?
      

      Historically, previous transformation of a similar kind—in particular in technology
         and science—have always spawned a new language because the new could not be put in
         old words. In the social and political sphere, however, new terms will often gain
         ground when the change itself progresses, or even later than that. For instance, people
         in the Renaissance age did not know they were experiencing the Renaissance—a term
         coined as late as in the 19th century. And it was more than 10 years after Columbus had landed in “India” (1492),
         in 1503, that someone else realized that a “mundus novus”, something completely new,
         had been discovered—a fact that never occurred to the discoverer Columbus himself
         in his lifetime. Amerigo Vespucci had never set foot on the continent called “America”—which,
         however, was rightfully named after him, for he was the one who ultimately identified
         it.
      

      
         
            The Revolution in the Great Transformation21
            

         

         The Great Transformation from the Old to the New World will fundamentally—and almost
            completely—change what people do, why they do it and how they do it. It will also change who we are and what concept of the world we have.
         

         It will revolutionize the way society and its organizations function. Functioning
            twice as well at half the money is just one of many challenges that most people consider
            impossible to solve—although its solution is already being practiced.
         

         In just a few years’ time it will be with incomprehension and pity that we think back
            of the sluggish political decision-making processes we have today, of coalitions getting
            in their own way, of corporate management bodies paralyzing themselves, of slowly
            moldering change processes, of lethargy and resignation in so many organizations,
            of monstrous mega conferences that had no impact, and of the cluelessness of global
            organizations.
         

         With the challenges we are currently facing and which seem to have appeared out of
            the blue—such as the complete turnaround in energy policy, the rotten financial system,
            the global debt mountain, and the increasing decay of the social fabric—the limitations
            of our present problem-solving approaches have become more obvious than ever.
         

         The leaders of these organizations will be pitied and admired at the same time for
            having given their best and having tried to do their duties even under such inhumane
            conditions—although their efforts have increasingly failed, as even the most outstanding
            driver cannot win a race if he is given an outdated car.
         

      

      
         
            Innovative, Intelligent and Right Solutions
            

         

         At the same time, people will wonder why the new solutions were not made available
            to those leaders much earlier, in particular as they had long been published by us
            and applied successfully in hundreds of cases. Anyone who knows these solutions will
            immediately see how they offer new ways to end crises, and even to use these crises
            to make inroads into the New World.
         

         For me, the ethical mission resulting from all that is to ensure with all my might
            that the necessary information about these new, global, society-saving solutions will
            be spread.
         

         The funds to be freed up by the new solutions—and which are presently and pointlessly
            tied up in old structures and processes—will be used to create the innovations of
            the New World, instead of continuing to finance outdated approaches from the previous
            century.
         

         For instance, one key task will be to establish the new type of high-performance educational
            institution—preferably outside the current educational system, as this will be the
            fastest way—and teach the new generation right from the outset of their student careers
            the leadership skills that, had they been in place, would have had the potential to
            prevent the current calamity. They include wholistic and networked thinking, familiarity
            with systemics as the science of entities, practical application of cybernetics as
            the science of functioning, and the ability to leverage bionics by using evolution’s
            best solutions to innovate societal organizations.
         

         This would strengthen our social solution intelligence by several orders of magnitude,
            because all of the above can be accomplished in less than half the time and in one
            integrated and in itself fully compatible study course.
         

         The present book—just like the other volumes of the series Management: Mastering Complexity—presents the knowledge and approaches required to prevent the immiment social disaster
            and bring about new prosperity as well as a well-functioning social order well beyond
            the current political categories of left-wing and right-wing.
         

      

      
         
            Strategy: Navigating Effectively Through the Complexity of the Great Transformation21
            

         

         In the six parts of this book, we will first look at the dynamics of the Great Transformation21,
            its inherent risks of crisis and its opportunities, as well as the labor pains of
            the New World.
         

         After that, we will deal with the astonishingly effective cybernetic systems for strategic
            navigation, the strategy maps required, and the empirical quantification of existing
            and new businesses from where the new territory of innovation will be explored.
         

         Finally, I will show the invariant patterns in the tidal currents of great transformations,
            as well as the resulting economic dynamics and the strategies to deal with them.
         

         In the last part of the book I will describe the most revolutionary tools for social
            change known to date: the social methodology of Syntegration, which enables us to
            master ground-breaking strategic change with great precision and “at the speed of
            light,” compared to conventional approaches, The Syntegration technology helps to
            manage the growth and size of companies with ease and even turn them into strengths,
            specifically in cases where conventional approaches have proven to be futile and to
            paralyze rather than strengthen organizational performance.
         

         The almost magic efficacy of these methods is based on cybernetic communication processes
            which, to an extent previously unimaginable, enhance collective intelligence and generate
            social energies. The simultaneous use of innovative system design tools creates highly
            effective intelligence and power centers for successfully mastering the challenges
            of even hypercomplex systems as well as their control and regulation. “Mega Change
            of Mega Systems at Mega Speed” will then turn out to be more than just a pretentious
            advertising slogan, instead denominating a program to open a bright future in a New
            World.
         

         The topic threaded throughout the entire book series is how to master the Great Transformation21
            and its unprecedented complexity. In the following graph, this complexity is depicted
            by means of the double S-Curve, indicating the substitution of something new for something
            old. The Old World is replaced by a New World.
         

         This replacement generates the revolutionary socio-political and economic distortions
            and crises we are faced with today. They represent the labor pains of a New World.
         

         This third volume of the series Management: Mastering Complexity, I describe how the right strategy contributes to the development of an effective
            solution.
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         Key Propositions
         

      

      
         	
            Both the world of business and society as a whole are going through one of the most
               fundamental transformations that ever occurred in history. An Old World ends as a
               New World is born.
            

         

         	
            The global economic crisis is part of the New World’s labor pains.

         

         	
            Main causes of the global economic crisis were the wrong corporate strategies pursued
               in the Old World, as well as its traditional management and corporate governance concepts.
               They were less and less able to cope with the present complexity and dynamics of globally
               interconnected systems. Misguided economic policies were of minor importance.
            

         

         	
            The self-destructing corporate strategies became visible almost over night when leading
               financial institutions collapsed and their management systems failed.
            

         

         	
            The wrong strategies previously pursued were based on misleading success criteria.
               They encouraged management behaviors that were harmful to the system and affected
               large parts of it. This caused a historically unprecedented global misallocation of
               resources as well as the greatest debt load of all times and across all segments of
               society.
            

         

         	
            Therefore, effective solutions for the global economic crisis have to comprise much
               more than government-level programs: they have to encompass a new way of functioning
               for societal organizations as well as a profound change in the currently dysfunctional
               control loops which can be accomplished through new management systems. Solutions
               meeting these criteria are the cybernetic-wholistic management systems and the strategy
               concept described in this book.
            

         

         	
            The best model for the new functioning and the new management required for it is provided
               by natural organisms with their communication and control systems, their sensory and
               neuronal systems. Their cybernetic laws of function have been integrated in my Wholistic
               Management Systems and the associated strategy concept.
            

         

         	
            Strategies for complexity have a very different logic and very different points of
               reference compared to the Old World’s traditional strategies. They leverage the logic
               of evolution, and are thus set up to successfully deal with the unknown and the unknowable.
            

         

         	
            My strategy concept focuses on two areas:

            
               	
                  At the operational level of companies, it indicates the right direction with utmost
                     precision and at maximum speed
                  

               

               	
                  At the management level, it brings about the new functioning through flexibility,
                     adaptability, and coherence, while at the same time ensuring viability through self-regulation
                     and self-organization. The control principle is real-time control
                  

               

            

         

         	
            Its foundation is a new kind of knowledge and new methods for enhancing intelligence
               and innovation in information, communication and management processes, based on insights
               from bionics and cybernetics which are now applicable to management.
            

         

         	
            Under this new strategy concept, navigation parameters that have proved useful are
               kept on board but are integrated in a more comprehensive, wholistic management and
               navigation system. In that system, they are reconfigured to obtain new meanings, and
               thus to have different control effects in the system of corporate management. For
               instance, profit and growth will continue to be important in the New World, but they
               will assume another function.
            

         

         	
            Reaching beyond economic dimensions, the new strategies will also provide solutions
               for the non-economic problems related to increasing societal disorientation and instability,
               as well as for mobilizing human energy, performance, and creativity. By cultivating
               new values, the new strategies will bring a new motivation for people. One focus of
               the new strategy will be a new meaning.
            

         

         	
            Together with other elements of my management systems, the new strategy concept also
               leads to a new social and economic order. I call it the New Functionism. This new order replaces both capitalism and socialism, as their traditional polarity
               prevents effective solutions for the new challenges. However, the New Functionism will comprise the best of both previous social orders: e.g., the performance principle
               from capitalism and the principle of solidarity from socialism.
            

         

      

   
      
         A Word On the Terms Used
         

      

      In addition to the glossary in the appendix section, it is important to explain a
         few terms at the beginning of each volume.
      

      Bionics Coinage combining “biology” and “technics.” It refers to the interdisciplinary field
         of research which studies nature’s evolutionary solutions to apply their principles
         for the benefit of humans. So far, bionic findings have mainly been used in the field
         of technology. However, nature’s solution can also be applied to management, e.g.
         to improve the functioning of organizations.
      

      Control and Orientation Variables are terms used in the Malik-Gälweiler Navigation System. Control variables are the
         parameters an organization needs to get under control; orientation variables are the
         pieces of information which indicate whether the organization is under control.
      

      Creative Destruction Term created by the Austrian economist Joseph Schumpeter. It refers to entrepreneurial
         innovativeness and the resulting large-scale substitution processes where the existing
         is replaced by the new.
      

      Cyber-Tools Methods and approaches to diagnose and shape the cybernetic functionality of organizations.
      

      Direttissima Name I use for the—methodically—fastest way to the right strategy.
      

      Functioning is the most general term I could find to describe the reliable and optimal working
         of an organization in line with its basic purpose.
      

      Great Transformation21 Profound secular transformation of business and society into the 21st-century society of complexity. What exactly this transformation entails is described
         in my 1990 book entitled “Krisengefahren in der Weltwirtschaft” “Risks of Crises in
         the Global Economy”, and ever since then on a regular basis in my monthly management
         letters. The first time I used the term was in my 1997 book on corporate governance
         entitled “Wirksame Unternehmensaufsicht” “Effective Corporate Governance”, where I
         dedicated a chapter to the dimensions of the ongoing metamorphosis of business and
         society, which was already recognizable back then, and on that basis presented my
         suggestions for right and good governance.
      

      The term “Great Transformation” was first used by the Hungaro-Austrian economic sociologist
         Karl Polanyi in 1944. He used it in a similar sense but referring to a completely
         different era and to different manifestations, above all the spread of market economics
         and the nation state. Also, Peter F. Drucker used the term “transformation” in the
         headline of the introduction to his 1993 book “Post Capitalist Society,” where he
         sketches out, among other things, the great lines of development of capitalism to
         the knowledge society and from the nation state to the transnational mega-state.
      

      By choosing this term, I am integrating some of its previous meanings to describe
         the generalized concept of a fundamental transformation process in the 21st century—a process characterized, among other things, by proliferating complexity,
         the emergency of globally interconnected systems and the dynamics of self-accelerating
         change. As a result, we are facing historically new challenges. Mastering them will
         require radically innovative bionic forms of organization, cybernetic systems for
         management, governance and leadership, and social technologies of no less than revolutionary
         effectiveness.
      

      Innovation Phase in which something new, by being introduced to the market, starts to become
         effective in society.
      

      Institution Most general term used for all kinds of societal organizations, both in business and
         the public sphere, as well as for the systems and rules guiding social behavior. In
         this sense, a business enterprise is both an institution and an organization.
      

      The Integrierte ManagementSystem (IMS) One of the three basic models in my management systems, along with the General Management
         Model (GMM) and the Managerial Effectiveness Model (MEM).
      

      Invention Stage within the overall transformation process in the course of which innovations
         are developed—from first inception to market launch.
      

      Malik Gälweiler Navigation system / MG Navigator Complete and universally valid system for developing an effective strategy and reliably
         steering an organization.
      

      Management System Audit MSA Method to reliably analyze my Integrated Management System (IMS) in an organization.
      

      Master Controls The most fundamental regulations effective in an entire system, all the way to its
         peripheral elements, irrespective of their source—be it laws of nature, structural
         conditions, or man-made regulating decisions in the sense of principles or guidelines.
         The most important Master Controls are decisions and principles that bring about the
         cybernetic self-capabilites of a system, which are self-regulation, self-organization, self-direction,
         and self-control.
      

      Old World and New World Pair of terms relating to the fundamental and secular change I refer to as “the Great
         Transformation21,” in which the existing order is replaced by a new order.
      

      Operational and Strategic Terms to describe the levels of reliable navigation of an enterprise or organization
      

      Operations Room Informational sensory environment in which real-time decisions are made and implemented.
      

      PIMS Look-Alike Term used in PIMS research to describe the similarity of businesses.
      

      PIMS Par Term used in PIMS research, referring to the indicators of potential performance as
         opposed to actual perfomance.
      

      Profit Impact of Market Strategy PIMS So far the largest empirical-quantitative strategic research program ever carried
         out worldwide, in which the “Laws of the Marketplace” were discovered for both existing
         and new businesses, or start-ups (see Volume 3, Parts IV and V).
      

      (R)Evolution Coinage made up of “revolution” and “evolution.” I use the term to describe a) the
         ongoing, profound changes taking place in the course of the Great Transformation21
         and b) the innovations in management, leadership, governance, as well as their rules,
         systems and tools, that are required to cope with these changes.
      

      S-Curves Describe the typical, S-shaped course of healthy growth processes.
      

      Sensitivity Model® (SensiMod®) System-cybernetic procedure used to model the cybernetic regulation loops in complex
         systems and their cause-effect relationships. Its early development was under the
         guidance of Frederic Vester.
      

      Solution-Invariant Customer Problem One of the key terms and the “Archimedian point” of corporate strategy. It refers
         to the motive for a purchase, irrespective of existing solutions. For instance, a
         wrist watch is one of several possible solutions to the solution-invariant problem
         of indicating the time.
      

      Start-up Business Stage of a strategy that begins when something new, after having been invented and
         developed, is put on the market. The start-up phase markes the beginning of the actual
         innovation, which must always be defined based on market success and which requires
         a very specific strategy.
      

      Strategy Acting the right way, even when we do not know what the future will bring, and the
         rules required for right action. Strategy determines the path of development for an
         institution. The right strategy lays out the principles and guidelines that will guide
         an organization’s activities in the long run. These principles and guidelines will
         be changed as newly arising circumstances require.
      

      Substitution Something existing being replaced by something new (see “Creative Destruction”). Examples
         include the replacement of analog photography by digital imaging, of terrestrial by
         mobile telephony, or of manual labor by machines.
      

      Sustainability Concept to determine time horizons for thoughts, decisions and actions.
      

      Syntegration High-performance social methodology which helps to master complex challenges and problems
         by simultaneously leveraging the knowledge of a large number of people. The procedure
         comprises a self-coordinating cybernetic communication proves and the synchronous
         application of cyber-tools.
      

      Terms Refers to the usual differentiation by short-, mid- and long-term. Defining management
         dimensions in this way, however, is misleading and thus extremely risky. Instead,
         the correct distinction is by “operative” vs. “strategic”: this is the only way to
         arrive at the right timing, never the other way round. After all, there are long-term
         decisions that are largely operative and there are short-term decisions that have
         an enormous strategic impact.
      

      Time Constants and Dead Time Key terms within the Malik-Gälweiler Navigation System. They refer to the time elapsing
         between the point when the need for action is first identified and the point when
         strategic measures become effective, specifically generating new profit potential.
      

   
      
         
            Part I:

            Strategy for the Great Transformation21
            

         

         
            “And you all know, security.
Is mortals’ chiefest enemy.”
            

            William Shakespeare (from “Macbeth”)

         

         Part I will deal with the Why referring to precisely the strategic management I present
            in this book.
         

         Parts II through V will describe the What and Whereby.

         Part VI will deal with the How.

      

   
      
         
            Chapter 1
What Strategy Looks Like When the Future is Unknown
            

         

         Strategy means doing the right thing when we do not know what the future will bring
               but have to act nevertheless. In this context, “doing nothing” is considered one of
               numerous conceivable actions..

         Strategy means, even before you start working on something, acting in such a way that
               you will be successful in the long run.

         Strategy is not about future decisions but about the future effects of today’s decisions,
               which also include non-decisions.

         *

         The first sentence reflects my own position. The second is by Aloys Gälweiler, the
            third by Peter F. Drucker. Each of these three sentences describes, in its very own
            way, the universal core of strategy that is and has always been valid for any age
            and time, irrespective of whether or not decision makers were aware of it, which made
            them build the wrong or the right strategies.
         

         Strategy is dealing with an irremediable lack of knowledge. If we knew everything
            we needed to know to take far-reaching decisions we would not need a strategy but
            ordinary planning by deriving conclusions from existing data and information. The
            fact of the matter is, however, that we can never know everything we need to know
            because as executives we have to work and manage in the hypercomplexity of globally
            interconnected large-scale systems and in the dynamics of ever-accelerating change.
            We also face a constant lack of information and knowledge, as these systems are inscrutable
            by nature and will often change faster than we can make decisions.
         

         As we will see in the next section, these three “definitions” of strategy are of particular,
            historically perhaps unprecedented importance for the Great
         

         Transformation21, as the ongoing profound changes are creating a New World with many
            unknown variables.
         

         All three positions do, however, not presume that we do not or cannot know anything
            about the future. Often, we could know far more than we would imagine, but to achieve
            that we have to let go of obsolete approaches and ways of thinking and focus on new
            methods, such as those I present in this book.
         

         Managers often do not even know what and how much knowledge exists in the company
            because it is distributed across the organization and they do not know how to mobilize
            it. This is why critical knowledge is often dormant, again mainly due to unsuitable
            methods for which I suggest new alternatives here.
         

         More often still, managers believe they know things they cannot really know, such
            as whether the crisis is really over. This creates a delusive sense of security and
            causes them to hold on to the old systems.
         

         The most dangerous part of not knowing, however, is that we often do not know what
            exactly we need to know in order to design the right strategy. That was one of the
            main causes of the economic crisis, because strategies were based on information that
            was completely useless for strategic decisions and even misleading—to wit, on operational
            rather than strategic data. The solutions I present in this book also address this
            particular situation.
         

         Gälweiler’s, Drucker’s, and my own positions are solutions for the above-mentioned
            cases of non-knowledge and for eliminating serious associated errors. These errors,
            some of which are systematically disseminated as false doctrines, are poisoning both
            the theory and practice of strategy; they are also the reason why we see corporate
            failures happen over and over again.
         

         If these errors had been known the debacle of the financial industry would probably
            not have happened, as it was largely caused by such errors—which in the financial
            sector were committed with particular skill and perfection. It is therefore simply
            wrong when people say, in grave voices and with a knowing air, that it was impossible
            to foresee the crisis. Its seeds had long been sown in the strategies of numerous
            companies, including most financial institutions and regulators. Like them, many other
            influential and thought-leading organizations, such as rating agencies, consultancies,
            media firms and business schools, were set on a path of self-destruction.
         

         What they celebrated as roaring successes for years—sometimes until just a few days
            before their demise—had actually been the “writing on the wall.” Even the timing had
            been relatively easy to determine, albeit only with tools not affected by these errors.
            The demise of the U.S. automotive industry is one case in point: the fact it was caused
            by the wrong strategies was not revealed with hindsight—it had started to become apparent
            as early as in the mid-1970s.
         

         On the other hand, there are numerous examples of companies where these errors were
            not committed and which have been managed excellently for decades and more: Nestlé
            since the early 1980s, VW since the early 1990s, and Microsoft since it began partnering
            with IBM. BMW and Warren Buffett’s Berkshire Hathaway Group are further examples.
            Many family businesses—entrepreneurially led companies (ELC) as I call them—largely
            avoided the glaring mistakes that led to the world economic crisis, because they were
            not under pressure from the financial markets. Still, even ELCs will need new systems
            for navigation, information and control in order to cope with the challenges of the
            Great Transformation.
         

         My own position eliminates, besides other misconceptions, the error of claiming to
            have knowledge where it is clearly lacking. Strategy therefore has to deal with constitutive
            non-knowledge, which—as mentioned before—results from the complexity and dynamic interconnectedness
            of todays’s systems within which our actions take place. Bringing constitutive non-knowledge
            into the equation opens entirely new dimensions of quality in strategy design, and
            permits elegant solutions where conventional strategic thinking fails.
         

         Gälweiler’s position puts an end to the kind of errors that result from incorrect
            data, as well as to the entirely unnecessary and artificial limitations resulting
            from the setting of time horizons (short, medium, and long-term) which only obscures
            people’s view of the open time horizon we call the future. By using a new navigation
            method, this position permits an almost magically effective solution for dealing with
            complex challenges, a solution that lets us think from the end to the beginning, not
            vice versa.
         

         Drucker’s position puts an end to the false belief that the future is pre-destined
            by fate and that we just need to predict it to know what will happen. His position—and
            this particular aspect is one I have often discussed with him—includes the extraordinarily
            hopeful thought that we can actively shape the future, rather than having to endure
            it passively. The resulting ethical mission for the top leadership elite is to go
            ahead and do just that—for they, and only they, have the necessary means and the power;
            in addition, they also have highly effective methods available to them today which
            are described in this book.
         

         Here, I integrate these solutions with further elements to form a new approach to
            strategic corporate management, pointing out what you need to know in order to search
            for the right knowledge even under the most complex conditions, and to design and
            implement strategies that meet the following requirements: right, precise, fast, adaptable,
            and implementable with real-time control.
         

         Before we get to that point, however, let us take a closer look at the Great Transformation
            and its drivers.
         

      

   
      
         
            Chapter 2
The Great Transformation21
            

         

         Both the word of business and society as a whole are going through one of the most
            fundamental transformations that ever occurred in history. This transformation can
            best be pictured as a transition from an Old World to a New World. What looks like
            an economic crisis on the surface are actually the birth pangs of this New World,
            in which everything will be different from the way it was before.
         

         When in my 1997 book on corporate governance I chose the name “Great Transformation”
            for the fundamental change that was already beginning to show, it was plain to see
            that most organizations of society would face radical changes and those that would
            master it would fundamentally realign their management systems and the way they basically
            functioned. All management system components, such as strategy, structure, processes,
            culture, managers’ competencies, policies and missions, as well as navigation, decision-making
            and problem-solving processes and communication systems would have to be adapted and,
            for the most part, changed to an extent both radical and revolutionary. This development
            has been in full swing ever since, and it is accelerating under the influence of an
            increasingly rapid succession of innovations in almost every relevant field.
         

         This transformation process is far from being over. In just a few years’ time, many
            of today’s Global Fortune 500 companies will no longer exist, at least not in their
            present form. For instance, the U.S. Fortune 500 included eleven homebuilding companies
            in 2007—none of them is on the list today. Almost all of the corporate “Masters of
            the Financial Universe”, including the most noble ones, have vanished over night.
            Others will follow and new ones will arise—but they will be very different. Microsoft
            will have to change dramatically just to keep its global position; the pharmaceutical
            industry is currently going through its greatest restructuring phase ever.
         

         These are just a few examples, and hardly an industry will be spared. Transformation
            challenges will be even greater for the public sector. Healthcare and education, public
            transportation, energy, the trade unions, public administration and governments—they
            all will not be able to survive with their current structures, processes and decision-making
            routines. Last but not least, our democratic institutions will face the most profound
            transformation of their existence.
         

         This transition from the 20th to the 21st century is comparable to the replacement of the agricultural by the industrial society,
            or of the feudal system by the rule of law and democracy. But judging from the changes
            we have seen so far, the Transformation21 will be even larger-scale and more profound
            than any previous transformation of society. Some of the most important differences
            compared to previous transformations are the unprecedented global scale, the unprecedented
            degree of global systemic interconnectedness, and the unprecedented pace of change.
            The superlatives used so far, such as mega-change, do not suffice to capture the new dimensions of change.
         

         Historically, transformations of this kind have occurred every 200 to 300 years. One
            of them happened in the 13th century, marked by the beginning of the Gothic period, the birth of the modern city,
            the foundation of the first universities as centers of intellectual life, and the
            formation of the guilds as the dominant social structure.
         

         Another, similarly profound transformation occurred between 1455 and 1517, starting
            with the invention of printing and then shaped by the Reformation. Milestones of the
            transformation process included the Re-naissance, the discovery of America, the development
            of the sciences, the revival of medicine science, and the spread of Arab numerals.
         

         The most recent transformation of this order of magnitude began in the mid-18th century. Key events included the Constitution of the United States, the development
            of the steam engine by James Watt, signaling the beginning of the age of industrialization,
            as well as the French Revolution and the Napoleonic Wars. Besides altering the political
            structure of Europe, this transformation also gave rise to modern universities, political
            parties and their ideologies, and a completely new structure of society in Europe.
         

         The common denominator of these transformational periods is that each time, society
            and indeed the world changed radically within a period of about 50 years—so radically
            even that later generations would literally be unable to imagine what their parents’
            or grandparents’ world had been like.
         

         As a result of the current transformation of society, we will see fundamental changes
            in almost everything that we do, and also in how we do it and why we do it. In some way, even who we are will change. We will produce, consume, transport, distribute, and finance
            in new ways. We will also change the way we communicate, teach and learn, and almost
            any other human activity. The scientific insights and technological innovations for
            a new era are already there, and some of them have been used long enough for us to
            see their transformative power: the internet and the Smartphone are already changing
            people’s lives, the way they work, consume, and communicate, and creating new values
            and motivations. Still there are many more new developments coming up, and they will
            increasingly—and more and more radpiyl—take hold.
         

         To cope with such changes and also to drive and shape them, we need equally profound
            changes in management systems, organizational structures and strategies, as well as
            in our thinking. In sophisticated knowledge companies, the effects of the New World
            are already starting to show. One of them is the way we deal with knowledge as a new
            resource, a tool and a product, as well as the specifics of knowledge workers and
            knowledge work, and the new ways in which knowledge organizations function.
         

         
            The Old World Ends as a New World Is Born
            

         

         For all the above reasons, what is currently happening “out there” is much more than
            an ordinary financial and economic crisis, by far exceeding what the world can simply
            “handle” to then return to its previous state.
         

         To this date, changes have already progressed to a point where turning back would
            be neither possible nor desirable. Just as a caterpillar in a quite dramatic metamorphosis
            turns into a butterfly, for which everything is different from what it used to be
            before, only very few things will be the same in the New World as they were in the
            Old World. For instance, the caterpillar is subject to the laws of geodynamics whereas
            the butterfly has to persist in the world of aerodynamics, which is quite a difference.
            To do that, it needs a different system of functions compared to the caterpillar:
            different sensory capabilities, different neuronal circuits, and a different biological
            navigation system. And while the laws of geodynamics have not ceased to apply to the
            butterfly, their relevance has dramatically changed.
         

         Correspondingly, the Old World was governed mainly by the laws of money and economics,
            whereas the New World will be governed by the laws of information, knowledge, insight,
            complexity, and the dynamics of strongly interlinked systems.
         

         It does not take any forecasts to realize this. It is visible from various new elements
            which have been making their way into the global societies ever since Soviet communism
            collapsed, if not before, and which have been changing the functional rules of society
            at an increasing pace. The collapse of communism was triggered, driven and supported
            by new realities that were coming into effect at the time. Of course it is also true
            that the economic system as such had failed, but the cybernetic forces of control
            and communication had a much stronger impact. Knowledge beats money, and information
            beats power—as I also wrote in my book Corporate Policy and Governance.
         

         This takes us straight into the heart of the New World. One of its most outstanding
            features will be its proliferating, exponentially increasing complexity, which will
            accompany us throughout this book.
         

         
            Megachange in Megasystems
            

         

         I will begin by grouping the key elements of the Great Transformation around five
            complex drivers: The first is demography, the second is knowl-edge and technology, the third is ecology, the fourth is the all-contaminating greatest debt of all times, as a key factor of economics; the fifth factor results from the interaction of these four major areas: it is complexity.
         

         These five factors reinforce and drive each other, creating more and more complexity
            and confronting an increasing number of organizations with ever greater surprises.
            Incidents and disturbances are becoming the new norm. Among many other areas this
            will happen in politics, which in an increasing number of countries is turning into
            a problem rather than a solution, due to its proliferating complexity and insistence
            on outdated methods. With the new methods now available this would instantly change.
         

         These drivers involve enormous risks, above all the economic risk of bringing on one
            of the greatest deflations ever, with an almost total collapse of asset values due
            to the global debt mountain. That is why I am emphasizing this one aspect of economic
            life, for it is the crucial economic fact. At the same time, these drivers entail
            the knowledge and the power to mitigate and master this crisis and create a new society
            with a new and functional social order.
         

         An essential part of the new solutions is contributed by wholistic and modular management
            systems, such as those I have modeled after most sophisticated steering and control
            systems we find in nature, also incorporating nature’s laws of functioning. One reason
            that solutions have to be sought here is that conventional management thinking increasingly
            fails in the rapidly changing conditions of the New World. The new management systems
            are fundamentally different from conventional ones, almost to the extent that man’s
            brain and nervous system differ from the simple neuronal circuits of lower organisms.
         

         
            The Current Crisis as the New World’s Birth Pangs
            

         

      

      [image: Schlussanzeige]

   
      
         Copyright notice

         
            Management: Mastering Complexity

            Volume 3

         

         The original edition was published in 2011 by Campus Verlag with the title 
Strategie. Navigieren in der Komplexität der Neuen Welt.

         All rights reserved.

         ISBN 978-3-593-50611-1 Print

         ISBN 978-3-593-43536-7 E-Book (PDF)

         ISBN 978-3-593-43535-0 E-Book (EPUB)

         No part of this book may be reproduced or transmitted in any form or by any means,
               electronic or mechanical, including photocopying, recording, or by any information
               storage and retrieval system, without permission in writing from the publishers.

         Copyright © 2013, 2016 Campus Verlag GmbH, Frankfurt-on-Main

         All rights reserved.

         Cover design: Hißmann, Heilmann, Hamburg

         Typesetting: Campus Verlag GmbH, Frankfurt-on-Main

         Printing office and bookbinder: Beltz Bad Langensalza

         Printed in Germany

         Konvertierung in EPUB: le-tex publishing services GmbH, Leipzig

         www.campus.de

      

   OEBPS/ebook-schlussanzeige.jpg
Firalle, die es wissen wollen.

Sind E-Books die
besseren Biicher?










OEBPS/campus_ap_50611_abb_001.jpg
i
:
i
]
i






OEBPS/campus_ap_50611_COVER.jpg
FREDMUND

VIALIK

|Strategy]
Navigating the
Complexity
of the New World









