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Sample
Outline
Management is no matter of ideology, nor is it a question of fashion. Management is a craft – the universal and most important discipline of the 21st century. Fredmund Malik, the leading expert in the field of general management, provides you with the knowledge it takes to be a successful executive and manager, in any position, within any organisation. 
Good management at the top level does not mean busying oneself with any task imaginable, but instead establishing an order which gives the system a firm inner structure. In this part, Fredmund Malik explains how leaders can apply the Master Controls to themselves and how they can develop a responsible corporate policy fit for managing complexity. 
Fredmund Malik’s theory is system-oriented and can thus be applied regardless of time or place. It is designed to work in all areas and industries of any society, irrespective of changing trends or national and cultural differences. Taking as his point of departure the consistent traits displayed by complex systems – phenomena that executives and managers are likely to address on a daily basis – Malik sets the standard for sound management in a knowledge-based economy.
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Prof. Dr. Fredmund Malik is an orderly professor for corporate management with a teaching license from the University of St. Gallen, an internationally renowned management expert, the founder and chairman of Malik Management, and the creator of the Malik Management Systems® framework. He is also a bestselling and award-winning author of over ten books, including classics like “Managing Performing Living” and “Strategy of the Management of Complex Systems” (in German language), as well as a columnist for opinion-forming media and one of the most distinguished thought leaders in the area of management. As a board member and chairman of several governance bodies at renowned world market leaders, Malik also has broad first-hand knowledge of international corporate governance practice. In the 1990s, Malik was the first macroeconomic thinker – and for a long time the only one – to point out the damaging effects of neoliberalism to society as a whole. He was also the first to criticize the Anglo-Saxon business administration theory with its one-dimensional fixation on shareholder value, which Malik identified as one of the main causes of the global financial crisis. Thanks to his cybernetic methodology and toolset, Malik was one of the first to realize the imminent danger. As his tools enabled him to read the warning signs early on, Malik and his team developed innovative solutions to manage the complexity of today’s major challenges. With his cybernetic-based management theory, Malik has been setting standards for Right and Good Management.
His numerous distinctions and awards include the Cross of Honor for Science of Art from the Republic of Austria, 2009, and the Heinz von Foerster Award for Organizational Cybernetics from the German Cybernetic Society, 2010.



At the end of a very successful shareholders’ meeting: 

 

Investor: Congratulations to an outstanding performance!

CEO: Thank you, it’s been a good year for us.

Investor: Still, I sold all my shares while you were presenting. Got a good  price for them.

CEO: But why? You just told me –

Investor: I’ll tell you why. The numbers you presented were great, so that  speaks for the past. But there was nothing to convince me that the future  of your company will be just as good.




Order, Time, Peace 

Systems are what they are and they do what they do;
if you don’t like it, change the system.
Stafford Beer, Founder of management cybernetics 
 
There are top management floors which resemble beehives even with business being as usual. And then there are those which, under identical circumstances, exude the silence of a cathedral. In the former, people need to keep getting things under control – in the latter things are under control. Complexity, tasks, and requirements are the same in both cases; what differs is the way they are handled.
It is entirely up to top management to create either one of both worlds. Only they can change the system – if they don’t like it – by applying the right system or corporate policy, thus establishing the basic rules that enable the system to function in a complexity-compatible way.
Effective managers do not make many decisions; rather, they solve problems by establishing policies. Right top management is not operations. Everyone knows that, but not everyone manages to transition to the entirely different solution I am proposing here. The greater the complexity, the more important this will be, however, because operations provide the poorest approach to steering a complex system.
Right top management means establishing Master Control by the means I have been describing. The result is an order which “keeps the system together internally” and which provides cohesion and alignment throughout. To the extent that this is achieved, one is basically free to sit back as the system organizes and regulates itself. There will be peace and quiet on the top floors, and the top managers in such organizations have time – which they use for reflecting rather than acting. They monitor the system from a certain distance, and with a constant view to the outside world. They confine themselves to three essential tasks:

	
adjusting corporate policy wherever necessary, which usually requires no more than subtle control impulses,



	
tune in their “antennae” to the whole modus operandi, the basic pattern of system behavior, and



	
dealing with the so-called corporate issues. 




These are problems and opportunities arising “out of the blue”, and which are to be tackled from the top, because they are important and because they do not fit anywhere else at that point.
Who are the managers responsible for corporate or systems policy? They are the people heading organizations, no matter what kind, whether they be individuals or members of top-level corporate bodies: owners and executive officers, university presidents and ministers of science, board members at corporations, top-level administrative bodies in public service, theater managers, artistic directors and cultural politicians, members of federal and state governments, etcetera. Their top management functions carry a variety of names, their basic functions are the same. By way of generalization, I usually speak of executives although I am not too happy with this term, as I will explain later.
Their Working Conditions: Proliferating Complexity 
Measured by the requirements of their tasks, corporate top management of institutions still encounter rather unfavorable working conditions. The concepts, knowledge, and technologies for a very different kind of corporate management, however, are in place. It is all but certain that a radical change will REvolutionize the way top managements function.
If we were to contrast the situation of most executives to the possibilities existing in management cybernetics, it is comparable to aircraft pilots having at their disposal the modest means of aviation of the 1960s, as opposed to full-blown modern-day avionics and satellite navigation.
In other words, most executives are insufficiently equipped, both in terms of system methodology and technology, for regulating complexity in the way required. This is due not so much to their tasks but to the challenges of fulfilling them even in highly complex environments.
The key problem for executives is not so much the size of their organization but the complexity of the systems and the function for which they are responsible. The management of small companies can be much more complex than that of large ones, just as fighter planes put much higher demands on pilots in many respects than big passenger aircraft, to remain within the aviation metaphor.
Their Task: Total System Master Control 
Based on what has been pointed out so far, the non-delegable tasks at the top management level are as follows:

	
Making decisions on corporate policy in the sense of the concepts discussed here.



	
Formulating the required principles and rules.



	
Implementing them, according to their degree of validity, through effective communication.



	
Making sure that these principles are adhered to in the organization.



	
Evaluating the results of the institution’s operations.



	
Correcting deviations, justifying and modifying the Master Controls as required.




It is hardly surprising that the logical sequence of these tasks is basically that of a classical-cybernetic control loop. In this logical way, the quintessential function of executives can be formulated so clearly and simply that it must appear self-evident to anyone. However, organizing them under the given conditions is anything but simple.
Their Challenge: Change Leaders 
As we have seen, the conditions of complexity that exist already, and the naturally ongoing complexification, force Top Management to advance to a higher level of effectiveness. Top Management either manage to install the required Master Controls of self-organization, thus aligning the organization with the nature of complex systems, or do not bring about this kind of system quality, and fail.
The profound changes calling for this evolution have long been in the making:

	
The complexification calling for this evolutionary leap has long been here; and with it the natural forces, driven by intensifying information flows, which control the internal dynamics of complex systems.



	
Information and communication technology has long accomplished the evolutionary leap to real-time monitoring. Correspondingly it accelerates the evolution and effect of system-immanent forces. What was true in one second may no longer apply in the next, as change is a constant state in complex systems.



	
The effects of data and information overload, as well as of overstimulation, multiply accordingly, while under traditional thinking and problem-solving patterns, based on outdated concepts of reality, the brain capacity decreases due to stress.



	
The result is a yet bigger problem, the information underload, or put more simply, the lack of relevant information. It maximizes the risk of wrong decisions as well as the probability of a system breakdown, as Maria Pruckner writes in her cybernetic system study Die Komplexitätsfalle [“The Complexity Trap”]1. In a manner of speaking, it is the typical natural phenomenon in the age of complexity wherever systems have not yet adjusted to the 21st Century transformation.



	
Contemporary theories, methods, and technologies for the comprehensive mastering of complex situations and systems, in particular the use of management cybernetics, have long been at everyone’s disposal, and the best managers are applying them already. Wherever no higher dimension of controlling and regulating force is used, strong competition will lead to irreversible disadvantages in business.



	
Even top managers cannot permanently work at the limits of their physical and mental performance. Without the necessary controlling and regulating systems, not even the best personal assistants and support staffs can achieve the state of knowledge and information that the Master Control function requires under complex conditions.




Their Choice: Making Use of Complexity 
Top managers in highly complex environments only have a choice between adjusting to global evolution or being overrun by it. What this adjustment requires of them is not so much knowledge or education, for there is not really a major lack of that, but new categories of organization as well as the integration of knowledge and information.
It requires a mental frame of reference which corresponds to their changed reality. It requires them to distinguish right theories from wrong, effective methods from ineffective ones, and suitable tools from unsuitable ones. In other words, the least that is needed is fundamental system-theoretical and cybernetic knowledge, helping them to make the distinctions crucial for success, to tell the relevant from the irrelevant, and to reach and maintain a concentration on the essential.
Their Conflict: Categorical Change 
A remarkable proportion of managers has already developed the view required for the age of complexity. Another, by far larger proportion has yet to bid farewell to outdated ideas and concepts, which many of them find difficult to do. According to Paul Watzlawick and co, all pioneers of modern cybernetic communication theory, the reason goes somewhat like this: man is ready to accept new insights as long as he does not have to give up his accustomed premises in turn, such as his view of the world or his idea of what management is, how it works, and what makes a manager a manager.2
Management in the age of complexity requires letting go of old ideas held dear, because they have become outdated and wrong. With regard to this, the team of authors around Watzlawick points out that it will invariably result in conflict. Nothing is more difficult for people than giving up their accustomed mental models, because they are what give them orientation in the world. But the unfortunate fact is that the world has changed, so we have no choice but to change our mental models. The Malik Management System can help do that by offering better models. Whether people can or wish to accept them is up to them.
The following chapter will elaborate on the context in which top managers in the age of complexity operate.


Top-Management Frame of Reference for Change Leaders 

Top management work requires navigation in the most comprehensive meaning of the word. By analogy to the longitudes and latitudes of the globe, it requires simultaneously monitoring four dimensions of orientation: the inside and outside world of the organization, as well as its present and future. It can be depicted using a simple cross-hairs diagram.
In the Cross-Hairs of Total System Control 
The axes given in figure 1 define the dimensions of navigation for the dynamic balancing of the continuously moving and changing system corporation-environment. It is the field of tension between conservation and continuity as against change and innovation – always across the entire corporation-environment system, and increasingly also across the entire networked system ecology in which this system is embedded.
The job titles available to us – originating from the Old World – are hardly of any use for semantically capturing the nature of top management tasks in the age of complexity. The top people can be managers, executives, and leaders, but also architects, configurators, composers, and directors of their systems.
For quite some time there will be plenty of experimenting with the understanding of new requirements, tasks, and function of the top level, as well as with new forms of task-sharing and the terms potentially suitable for them. Those in use so far are potentially dangerous in that they perpetuate the old ideas, ways of thinking, and understanding.
[enlarge image]
[image: ]Figure 1: Coordinates for top management 



The moving dynamic equilibrium of the total system can be illustrated roughly as shown in figure 42. The tools for mastering complexity in this situation are the Master Controls.
The focus of top management is in constant motion, in order to keep the system in a dynamic equilibrium – in a global society – around the clock – across all continents. It is difficult enough to know where the attention, experiences, knowledge, skills, and power of judgment are to be directed; after all, top executives constantly usually have to deal witha number of situations which compete for their attention. Every steering intervention involves decisions which, in turn, entail major consequences and risks. These decisions require a highly complex, time-consuming process of opinion and will formation – with top management colleagues in the narrower and broader sense, with owner representatives, unions, political authorities, and the media.
I am not saying that corporate top managements lack professionalism in the conventional sense. As a general rule, they have experience, business expertise, and power of judgment. What they often lack, though, is the control toolset for top management – or in other words. the cybernetics of the overall control situation and the necessary information: the rudders, levers, and controls for situation-specific measures and the necessary feedbacks for Master Control.
[enlarge image]
[image: ]Figure 2: Visualization of the moving dynamic equilibrium of the overall system



What results from the dynamics indicated in figure 2 is that the concept of stability can have temporary significance at best. Complex systems, in the stream of ongoing change, must be multi- and poly-stable. Hence, the foundations of Master Control at the top level are the selfregulation and self-organization of the overall system, based on a corporate policy conforming to the cybernetic principles set forth here. They make self-regulation and self-organization possible across the whole system, from its head to its center and to its periphery.
The Future is Created Now – Or It Has Been Missed 
The most important and difficult task at the corporate top is the fundamental reorientation of the institution in times of profound change, which I referred to at the beginning of this book.
Categorical Change: Logic, Chrono-logic, and Psycho-logic 
Figure 2 shows, in a coordinate system of possible developments in the course of time, the basic problem faced by every institution in a period of fundamental change: it is the balance of present and future – in all manifestations this change can take – including: current and future business, current and future technology, pre- and post-merger phases. These are typical cases of paradigm change.
According to my central hypothesis, it is about much more: about categorical change – change from the Old to the New World, comparable to the transition from the geocentric to the heliocentric view of the world, or from “the world is flat” to “the world is round”. A change from the money to the complexity society, from a focus on economic profit maximization to the architecture of viable systems.
Change of this kind has its own factual logic: its own logic in the course of time, which I call chrono-logic, and its own emotional logic, which I call psycho-logic.

[enlarge image]
[image: ]Figure 3: Coordinate system of categorical change 



The two overlapping S-curves represent the respective foundations of current and future existence. This means that the current operations and innovations for the future, although generated today, are difficult to assess from a current standpoint because the evolution toward the right – hand side of today is uncertain. Above both curves we find the so-called envelope curve – the path of an organization that is successful throughout, even across breakpoints.
Basic questions in this situation are:

	
Where are we now?



	
What will be the probable course of both development curves? How much longer can we keep doing our current business? How well are we prepared for future business?



	
When do we have to start redirecting our key resources from the Today to the Tomorrow?



	
What risks are involved? What risks do we face if we do not make the transition? What risks do we face if we make it?



	
What are the choices that we have?




Only in this logic do we find the true task complexes of top management. There are three of them:

	
The Present curve represents the current place and time. It is the field for operational corporate management. Its focus is: what is right now and here? Consequently, what needs to be done right now, in the present context?



	
The Future curve represents the Outside and the Tomorrow. It is the field for strategic corporate management. Its focus is: what could be – outside and tomorrow? What do we need to do in order to be successful in new, future contexts?



	
The critical decision zone represents the normative corporate management. Its focus is: what should be – in the light of what is and what could be? What do we want to do now in order to get from the Today to the Tomorrow? This is where the defining decisions of corporate policy are made.




The steering task of top management is difficult not only in terms of its logic. It is characterized by a lack of information and by risk. In addition, there is what I call psycho-logic. People are familiar with the Present curve; it is their life and there are many reasons in favor of keeping it that way, while there is no reason to support going towards an uncertain future. The more fundamental the changes are, the greater the future risks appear. In fact, however, the greatest risk is missing out on the change.
Existential Options and Timing 
This field of tension between operation and innovation, motion and change, is omnipresent in top management. Complexity increases, decisions must be taken under growing time pressure, timing becomes essential. In addition, what comes into play is what I call chrono-logic.
Managers changing S-curves at the lower point of intersection are steering a risky course. If it succeeds it will usually lead to breakthrough success. That is an innovation strategy under the motto quick and powerful. It is the strategy with the greatest payoff – if it is successful. For it is also the strategy involving the greatest risk. If it fails it usually fails completely. There is no second chance.
By contrast, if resources are realigned at a later point – at the second intersection – there will be greater certainty due to better information. On the other hand, the start of the new will clearly be more costly, as the institution will have to match up to established competitors. In most cases, an entry at this later point will only be possible via an acquisition, a merger, or some form of alliance.
The Best Point in Time – Which No One Can Tell 
The optimal point in time, which due to complexity nobody knows, will thus lie somewhere in the shaded area of figure 3. In fact, the situation is even more complex, as shown in figure 4. As a general rule, there will be not only one possible future but several possible “futures”, such as several different technologies competing against each other. Take, for instances, companies developing vehicle engines: should they opt for the gas turbine, the hybrid drive, or the hydrogen-powered engine? No one can tell at this point which of the different potential developments will ultimately prevail.

[enlarge image]
[image: ]Figure 4: Optional futures 



Due to cost considerations, only few organizations are able to experiment with all variants – which they actually ought to do, as the mistakes made in these decision situations can hardly be corrected later. They are not mistakes of the kind that result from the professionalism of top executives, but of the fateful kind, where – despite all professionalism – fate and coincidence also play a role. The question, therefore, is to what extent one has to succumb to fate and to what extent one can influence it, at least in part.

Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




Mastering the Master Controls – Source of Leadership 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




A Look Forward – Current Top Management Issues 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




The Crisis of Top Executive Bodies and Their REvolution 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




REvolution: From Chief Executive Officer to Master Control Function 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




Top Management Teams 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




Master Controls for Leadership 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




Heuristics for Winners: The Logic of Succeeding 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




Epilogue 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




Annotation 


Möchten Sie mehr lesen?

Den vollständigen Text gibt es als eBook bei Ihrem Online-Händler.




Imprint
All rights reserved. No part of this book may be used or reproduced in any manner.
Translated by Jutta Scherer, JS textworks, Munich, Germany.
Copyright © 2012 Campus Verlag GmbH, Frankfurt am Main.
Cover design: Campus Verlag GmbH, Frankfurt am Main
Illustrations: Alex van de Hoef, Dreieich
Conversion by Koch, Neff & Volckmar GmbH, KN digital – die digitale Verlagsauslieferung, Stuttgart
ISBN: 978-3-593-41737-0
 
www.campus.de

OEBPS/images/diagram/diagram_14_0.png
Outsia

Future

Present







OEBPS/images/diagram/diagram_16_0.png
. =5 ransrs
H =
4 i
£ !
z H Foundations.
i =
B
E8
I e
£ e
it

Past < — Futre Time
Present






OEBPS/images/figure/figure_1_0.jpg
| campts

SOVEREIGNTY
AND
LEADERSHIP
THROUGH
MASTER
CONTROL

FREDMUND

MALIK





OEBPS/images/diagram/diagram_13_0.png
Future

Outside. Inside

Present






OEBPS/images/diagram/diagram_19_0.png
sued warshs
ueniodun jo suied Jawdojeasq

Time






OEBPS/logo.png
Campus Verlag
Frankfurt/New York





OEBPS/images/css/strich.png





OEBPS/images/misc/Malik_Autorenfoto_Malik.jpg











OEBPS/cover.jpg
 campus |

SOVEREIGNTY
AND
LEADERSHIP
THROUGH
MASTER
CONTROL

FREDMUND

MALIK






