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An agonizing 
challenge is to 
balance the risk of 
destabilizing the 
organization against 
the risk of changing 
too little too slowly. 

organizations learn to recognize and acknowledge, consistently, when action is 
insufficient and/or inappropriate. Dialog about and analysis of what works and 
what does not are essential during this process. 

Every choice carries risk and reward. Doing nothing or pursuing 
incrementalism often leads to stagnation. Stagnant organizations suffer from poor 
results, rigidity, a very short-term orientation, and lack of innovation. 
Programmatic change or isolated structural change leads to short-term and 
occasional medium-term benefits but generally does not generate the long-term 
strategic, competitive, or collaborative advantage an organization needs. 
Transformation offers the possibility of generating the strategic health necessary 
to thrive into the twenty-first century. 

Executive leaders must first recognize their own risk orientation and ground 
themselves in the new paradigm, focusing on strategic health, to transform their 
organizations to high performance. This new paradigm embraces the changes 
necessary to develop high performance and thrive in dynamic and uncertain global
environments. In Control Your Destiny or Someone Else Will, Noel M. Tichy and 
Stratford Sherman quote Jack Welch, the controversial CEO who has been taking 
General Electric (GE) through a major transformation: 

I've made my share of mistakes-plenty of them-but my biggest mistake by 
far was not moving faster. Pulling off an old Band-Aid one 
hair at a time hurts a lot more than a sudden yank. Of course you want to 
avoid breaking things or stretching the organization too far-but 
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generally, human nature holds you back. You want to be liked, to be 
thought of as reasonable. So you don't move as fast as you should. 
Besides hurting more, it costs you competitiveness. 

Everything should have been done in half the time. When you're 
running an institution like this you're always scared at first. You're 
afraid you'll break it. People don't think about leaders this way, but it's 
true. Everyone who's running something goes home at night and wrestles 

TRADITIONAL CHOICE

Incrementalism 
Incrementalism reacts to external circumstances through slow 
and segmented actions. Incremental approaches to change focus 
on solutions to symptoms and discrete problems. They operate at 
the edge of an organization rather than at its core. 
Incrementalism works well in a stable environment that is 
changing relatively slowly. 

In a rapidly changing and uncertain environment, 
lncrementalism is actually a higher-risk solution than more 
radical change. Executives in traditional organizations, who are 
committed to generating and maintaining stability, believe that 
incremental solutions attack the central issues. Often they focus 
on a discrete piece (or pieces) rather than on the whole 
organization as a system. Examples of incremental approaches 
include reducing the number of jobs, asking people to work 
harder, and micromanaging expenses. These approaches are 
reactionary, not anticipatory; they may result in flatter traditional 
organizations but fail to achieve the desired results. Companies 
that have recently adopted incremental approaches to combat 
external forces and poor results include Pan 
American Airlines, Sears, Gen- 
eral  Motors, and Wang. With 
Lncrementalism, the interim pic- 
ture can improve. In the long run, 
however, in a dynamic and uncer- 
tain environment, incremental 
solutions will not bring the orga- 
nization into alignment (in sync) 
with external forces. 

Programmatic Change 
Programmatic change reacts to 
external circumstances through 
isolated structural actions. 
Programmatic approaches focus 
on broad sweeping actions that 
company leaders view as all- 
purpose solutions. Such 
structural changes are rarely part 
of an integrated systems 
approach to 

- Cost Cutting   
- Restructuring 
-  Sale of parts 

Source: Authors
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creating strategic health. Examples of programmatic change 
include total quality management, reengineering or redesign of 
business processes, and major restructurings such as significant 
job reductions. These approaches intentionally create tremendous 
upheavals. However, because programmatic changes are not part 
of an integrated vision for the company, the changes do not 
deliver on their promises when the dust settles. IBM, 
Westinghouse, and American Express have recently launched 
programmatic changes only to face disappointing results. 

To shift the impact of such programs, companies must 
incorporate them into an organizational transformation. For 
example, when Xerox first attempted quality programs in the 
1970s, they did not so much fail as fall short of providing the 
edge that Xerox had hoped for. Not until the mid- to late 1980s, 
when CEO Paul Allaire and Chairman of the Board David 
Kearns declared that quality was their number one priority and 
led the company through a major transformation, did Xerox 
begin to turn itself around. 

TRADITIONAL CHOICES

Stagnation 

- Poor Results 
- Very Short-Term Orientation 
- Lack of Innovation 
- Rigidity 
- No or Little Improvement 

Flatter Traditional
Organization 

- Pan American Airlines 
- Sears 
- General Motors 
- Wang 



 

 

 

High-Performance 
Organization System 

- Strategic Focus 
- Reliance on 
  Knowledge and 
  Learning 
- Appropriate 
  Structure 
- High Degree of 
  Networking 
- Competent 
  Leadership 
- Emphasis on 
  Quality and Service
- Innovation 
- Diversity 
- Effective 
  Integration of 
  Culture and 
  Systems 

 

with the same fear: Am I going to be the one who blows this place up? In retrospect, I 
was too cautious and too timid. I wanted too many 
constituencies on board. 
Executives in the postwar industrial economy did not have to worry about  

transformation. Incrementalism and programmatic change were sufficient to cope with the 
type and rate of environmental change. However, the rise in global competition and 
uncertainty has created the need for transformation. 

Transformation is an 
arduous journey of 
personal and 
organizational 
examination, 
unleaming, and 
learning. 

Understanding Organizational Transformation 
A transformation is a fundamental change in the condition, structure, or nature of 
something. Organizational transformation is a process through which bureaucratic,
hierarchical, slow-moving, inflexible, traditional organizations change state and 
become strategically healthy. Strategically healthy organizations respond 
efficiently to change, anticipate change in a beneficial way, and lead change 
within their industries. The transformation to strategic health produces high-
performance organizations that can survive and thrive in the turbulent, global 
business environment of the 1990s and beyond. 

The transformation process focuses on organizations as whole systems at 
play with their environments over time. It is dynamic and iterative. 
Transformation is an arduous journey of personal and organizational 
examination, unlearning, and learning. It calls for visiting and revisiting the 

Figure 2 
ORGANIZATIONAL TRANSFORMATION

Source: Authors 

Characteristics Performance 

-General Electric  
-Hewlett-Packard 
-3COM 
-Intel 
-Asea Brown Boveri  
-Corning 

© 1993 by SRI International, Business Intelligence Program, Report No. 823    5 

Strategy 
 

Systems • Superior Results 
  - Financial Performance 
  - Quality 
  - Service 

• Adaptability 
  - Dynamic Approach to Change 
  - Flexibility 

• Innovation 
  - Products 
  - Services 
  - Processes 

• Continuous Learning and Improvement 

• Speed 

• Anticipation of Change 

• Leadership in Change 

• Balance between Short and Long Term 
  - Goals 
  - Objectives 
  - Actions 



















 

 

 

 

Table 3 
PROMINENT THINKERS ON HIGH PERFORMANCE 

Topic 

Strategic focus

Knowledge base

Structure

Networked organizations

Expert 

C. K. Prabalad 
Gary Hamel 
Yves Doz 
Michael Porter 
Kenichi Ohmae 

John Seely Brown Charles 
Savage 
Peter Senge 

Elliot Jacques 
Quinn Mills 
Michael Nadler 
Edward Lawler 

Charles Savage 
Quinn Mills 
Ram Charan 
Bill Davidow/Mike Malone 

John Kotter 
Warren Bennis 
Noel Tichy 
Rosabeth Moss Kanter 

Tom Peters 
Max De Pree 
Jan Carizon 
Philip Crosby 
Edward Deming 

All 

John Seely Brown 
Charles Savage 
Tom Peters 

Peter Senge 
Warren Bennis 
John Kotter 
Ed Schein 

Michael Hammer 
Charles Handy 
George Stalk 

Competent leadership

Quality and service

Innovation 

Diversity 

Integration of culture and systems

Process innovation

Source: Authors

A learning organization is effective when a context and purpose exist for 
learning. Otherwise, an organization may pursue learning for learning's sake and 
fail in business. 

Providing Executive Leadership 
The transformation to a high-performance organization requires at least one leader
who clearly sees the need for a transformation. He or she believes that the task is 
possible and is willing to commit the time and energy, and make the personal 
changes, to follow through. An executive who recognizes that he or she is not 
willing or able to change behavior needs to recruit new talent and adopt a different
role or exit completely from the process. Jack Welch at GE, Lee Iacocca at 
Chrysler, William J. Weisz at Motorola, Phil Kantz at Itel Container, Chris 
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embody these values in their daily behavior. Organizational change must take 
shape in a culturally relevant way-that is, actions must support the values that the 
core leadership is trying to establish and maintain in its culture. 

To develop high-performance cultures, management should periodically 
assess the strengths and weaknesses of the organization's culture and focus 
attention on high-performance values. Executives and managers consistently 
work to develop high-performance cultures by using their key values as a frame of 
reference for analyzing the impacts of their decisions and actions on stakeholders. 
The periodic culture assessments help them to determine if they are on track (see 
the box on page 26). This explicit focus on values is a critical aspect of planning 
and implementing an organizational transformation.                  ٱ 

© 1993 by SRI International, Business Intelligence Program, Report No. 823    25



 

 

 

 

PLANNING AND IMPLEMENTATION

The responsibility for planning and implementing the transformation rests with 
the members of the core leadership team. They are the key players who pilot the 
organization through its transformation. After equipping themselves for their 
leadership task, they engage the leadership network and prepare the organization 
for the transformation. 

Preparing the Organization
After winning the commitment of the leadership network, the core leadership's 
next challenge is to prepare the organization for transformation. The core 
leadership team develops and implements a communications process to inform 
and involve customers and employees. This process stays in place throughout the 
transformation to inform all-important stakeholders of current and forthcoming 
changes. Communications sessions featuring members of the core leadership 
team and leadership network are pivotal parts of the communications process. In 
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our experience, face-to-face communication, rather than communication by 
memo or electronic mail, is critical for a successful transformation. 

Members of the core 
leadership team 
become issue and 
business-process 
owners ... 

Planning for Change 
Planning for change is an ongoing process. The core leadership team provides the 
impetus and support for clarifying and communicating the vision, flattening the 
organization, developing networks, redesigning key business processes and 
management systems, deploying information technology, redesigning jobs, 
improving managerial leadership, and training, and empowering people. 

The core leadership team identifies and ranks the critical issues. Members of 
the team become issue and business-process owners. They are responsible for 
setting up, managing, and supporting appropriate cross-functional teams and task 
forces to identify and implement change projects. 

Implementing the Transformation 
By picking a starting point and attacking critical issues, the organization learns 
its way through the transformation. Learning first occurs through personal 
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... responsible for 
setting up, managing, 
and supporting 
appropriate cross- 
functional teams and 
task forces. 

Implementing the 
transformation of a 
large organization 
may take three to five 
years. 

mastery. People throughout the organization develop competence in systems and 
process thinking, team problem solving, team facilitation, dialog, employee 
empowerment, and sensitivity to customers. 

As the transformation continues, personal mastery grows into organizational 
learning. People across levels and functions connect in effective human networks. 
These networks allow the organization rapidly to learn, transmit, and act upon 
information from the environment. 

Implementation is a heuristic process. As the process unfolds, people identify 
and rank new issues and add them to the transformation agenda. The core 
leadership team learns to work with the whole system, improving its ability to 
understand, anticipate, and plan for time delays between action and visible results.
Leaders discover previously unrecognized interdependencies in the organizational
system and often adjust priorities and projects accordingly. 

For example, to improve business processes, people need to work together 
effectively in cross-functional teams. In most traditional organizations, reward 
and incentive systems focus exclusively on individual contribution and 
performance. Thus, one of the problems that arises early in a transformation is the 
conflict between the emerging need to recognize and reward effective team 
performance versus the tradition of recognizing individual performance. 

In our experience, implementing the transformation of a large organization 
with several thousand employees takes three to five years. This period is 
challenging and uncomfortable for everyone. The core leadership team must 
continually balance short-ten-n operating performance against progress on the 
transformation agenda. 

Transformation is a time of paradox. The core leadership must take and 
explain actions that appear to be contradictory to many people in the 
organization. For example, the following paradoxes might arise: 

• Hiring outside people with needed capabilities while reducing existing staff 
through attrition, early retirement, and/or staff cuts 

• Investing in activities to foster cross-functional teams and training and 
development programs while squeezing operating budgets to the bone 

• Creating temporary organizational structures that increase management levels in 
some areas while flattening the organization in other areas. 

The paradoxical nature of transformations requires that the members of the 
core leadership team and leadership network have a clear, mutually shared 
understanding of the transformation process and related actions. Again and again 
they will need to explain these actions to skeptical employees, customers, and 
suppliers. By continuously and relentlessly working the transformation agenda, 
the core team leads both incremental and radical improvements in the 
organization system. 

Transformation is a time of small wins. Organizational transformation is an 
organic process that moves forward through seemingly small successes. 
Acknowledging and celebrating these victories are important because these small 
events build the platform for quantum leaps. Over time, results build on 
themselves and generate momentum toward a new operating state of high 
performance that provides a sustainable competitive advantage. 
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FOR ADDITIONAL INFORMATION about the topics in this report, submit 
inquiries through your Executive Contact to the Business Intelligence 
Program (B-1-P) in your area (see the addresses opposite). For telephone 
inquiries to Menlo Park, call the Inquiry Service's Hotline, +1 415 859 
6300. Information typically available includes selected background 
material, up- dated literature searches, and consultation with the author or 
other members of SRI International's professional staff. 

THE BUSINESS INTELLIGENCE PROGRAM provides corporate 
decision makers with strategic intelligence about significant changes in the 
business environment or in specific industries, markets, and technologies 
designedto assist clients in formulating corporate policy or operating 
strategies. Seven primary products and services provide an integrated 
system of publications, information retrieval and analysis, and profes-
sional consultation: 
• Datalog, a monthly executive bulletin, summarizes research 

developed throughout SRI and available to B-1-P clients on request. 

• Scan, a bimonthly early warning bulletin, available on re- quest, identifies 
faint signals of change and suggests emerging trends or patterns that 
have possible long-range implications for business or industry. 

• Reports provide in-depth coverage of new developments 
and issues with significant long-term implications for international 
business. 

• An on-line index, containing abstracts of B-1-P publications, 
is available through DIALOG. 

• The InquiryService responds directly to clients' requests for information, 
providing confidential searches of publicly avail- able and nonproprietary 
SRI resources. 

• Consultation with SRI's research and consulting professionals, by 
telephone or in person, provides B-1-P clients with an objective analysis 
of a company's specific concerns. 

• Client meetings give participants an opportunity to confer informally with 
B-1-P report authors and other SRI professionals on topics of broad 
business interest. 

For further information about the Business Intelligence 
Program, consult your Executive Contact or write to: 

BUSINESS INTELLIGENCE PROGRAM 
SRI International 
333 Ravenswood Avenue 
Menlo Park, California 94025-3476 
Telephone: +1 415 859 4600 
Fax: +1 415 859 4544 

BUSINESS INTELLIGENCE PROGRAM 
SRI International 
P.O. Box 7837 
Princeton, New Jersey 08543-7837 
Telephone: +1 609 734 2218 
Fax: +1 609 734 2094 

BUSINESS INTELLIGENCE PROGRAM 
SRI International 
Menlo Park House 
4 Addiscombe Road 
Croydon, Surrey 
CRO 5TT, England 
Telephone: +44 81 686 5555 
Fax: +44 81 760 0635 

BUSINESS INTELLIGENCE PROGRAM 
SRI International 
Imperial Tower 9th Floor 
1-1, Uchisaiwai-cho 1-chome 
Chiyoda-ku, Tokyo 1 00, Japan 
Telephone: +81 3 3501 7169 
Fax: +81 3 3501 5580 

Other SRI offices: 
. Paris 
. Seoul 
- Singapore 
. Washington, D.C. 
. Zurich. 




