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Organizational Culture —

Preparing for Future Strategic Practices

1 The Gilford Group Limited, June 2008

Robert Angel

Futwre-oriented arganizations need to make swe their culture fits their goals and vice versa before
implementing long term sirategy. Al the foresight in the world will not help strategy implemention if
the culture is inadequate. To prevail in today § more volatile and informed market environment calls for
a shiff from the traditional organizational sivle of ‘command and contral towards a Tnowledge and
learning culture through progressive cultwral alignment. Futurists have a huge stake in this — becanse
the vighility af futurists “wark is only a5 good as the viahility af the wnderlving arganization

The CEC of a large North
American bank recently said the bank
sees o future inwhich our success is
nal constrained by resources or oppor-
tunity"”. This bank has talented staff, a
strong brand, and loyal customers —so
these should get the bank off to a good
start in assessing opportuni ties and
Acquiring resources.

Mo dombt, the bank will be dmw-
ing on futurists for help on the future
markel envimnment — such as clan f-
ing global trends, presenting plavsible
scenarios for the future, and even
highlighting market opportunities and
risks sugpested by the scenarios. For
example, demographic-based trend
projections can help the bank decide to
pursug one oppotunity over another,

However, this will only provide a
context, not the stmtegy. The bank
will still have to marry envimnmental
projections o strategic choices and
short tenm impertives in order to
build an actual strategy. And, itwill
still need the right capabilities o exe-
cute on the future strategy. This
implies that futurists have a large stake
in strategic undempinnings for their
work to take mot. The bank will have
to depend heavily on its culture — the
way that staff, brand and customers are
hound together by a compatible vision

ALL THE FORESIGHT IN THE
WORLD WILL NOT HELP
STRATEGY IMPLEMENTION

— b carry it towards a brght future.
Without the: i ght cultural underpin-
nings, the strategy will never connect
with results,

Get the Culture Right First

Business leaders must survive the
requisite variety of day to day events
inorder to get to the long term. The
point is that before strategy comes the
right culture to exscute successfully. It
is on these two points, culture and exe-
cution, that most stmtegic failuns
begin, A misaligned culture and
mability to execute will surly always
negate the work of futurists,

Acultumal balance must be struck
betwesn shor tenn capabilities and
future strategic practices, In effect, the
present is a cntical resource to fund
the future. Before trying to make the
“right™ long term decisions, it is essen-
tial to make sure that the “right” orga-
nizational culture is in place, suitable
to adapt, crystallize and execute on
strategy as the future becomes progres-
sively clearer.
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Acrelatively fow organizations are
actively working on this balance,
although in the past year many more
have started to think about it. Those
that can be categorized as early
adopters can be found spread across
the world economy, for example in the
technology industry with providers of
collabomtion technology, in banking
aimed at mid-range consumers and col-
tage industries, and in high end con-

sumer and business services,

The Innovation Culture
Continuum

Historically, organizations have
been organized predominantly on prin-
ciples of commuand and control. In the
information age, a hierarchical
approach is tending to deliver less
effective nesults than in the past. It
tends to reinforce a ngid, “business as
usual” mentality and inhibit stmtegic
responses o rapid change. This phe-
nomenon mote easily affects organiza-
tions where people’s intellectual
by ledge and the oganization”s intel-
lectual property produce a higher
investment return than the organiza-
tion's physical assets. And, because
most companies st rely on these
sofler, intangible assets o deliver what

Lee Pracices, conthued on page 12

IF THE CULTURE
IS INADEQUATE.
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their customers want there is a disting-
tive shift away from hierarchical con-
trol.

The Innovation Continuum concept
of mowving beyond “command and con-
trol” is described in an fvey Business
Jowrnal article, “Putting an Innovation
Culture into Prctice” by Robert
Angel ! Developed by the author over
several years, the Contimmm”s origins
are in behavioral approaches to under-
standing customers in large service
industries. Its essence is that the organ-
tation shonld move itself progressively
across the Contimmim o higher levels
of effectivensss, lifting enterprise per-
formance at each level.

Thres levels of culture are depict-
ed: “foundation,” “advanced” and
“hreakthrough™, but “hreakthrough is
not the end goal because an even high-
er continuum level should develop over
time™,

The fvey Business Jowmal article
wisualized the Innovation Continuum as
folloas:

The “foundation” level is charae-
terized as a hierarchical and risk-
focused omganization that typically con-
centrates on tansactions. [t directs 1is
people to szll more products and serv-
ices and keep costs in check.
Foundation organizations often iy o
impmwve performance by working hand-
er, developing sales skills and targeting
selected custoimers more systematically.

They often let go staff who fall short
of performance goals set for the
organization regardless of the cause,
which tends to dampen enthusiasm in
the rest of the onzanization.

This approach can work, at least
fior 1 while — mamy foundation organi-
wations report steadily improving
financial and operating results for
extended periods. However, it also
builds up comsiderable stress at all lev-
¢ls in the onganization and raises seri-
ous long-tenm questions about both
businzss purpose and sustainability.

The majority of Morth Amencan
organizations, many larger Enmpeanm
companizs, and selected Asian intema-
tional companies are in the “founda-
tion™ lewel, or else in transit o
“advanced”. In less developed
SCOnmMMies, many organizations tend
to be “pre-foundation”, chamcterized
by autocmtic management and defer-
ential employes culture.

An “advaneed™ level organiza-
tion is typically integrating omgani -
tional silos, so that individual depart-
ments can work with each other for
productivity improvements and greater
flexibility of response. Mome operat-
ing decisions are pushed down to the
front line. Higher-profit-contributi ng
customer groups are identified and
given special treatment. Selectad
operating metrics are measured, but
the ability touse the data to fine-tune
businzss decisions may lag the ability
to generate the data.
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Major service organizations ane
mmuking this tmnsition in various
degrees. Forexample, banks, insur-
ance companies, govermment, aitines
and some metailers ane improving the
granularity and use of customer data to
customize offerings, and are rationaliz-
ing and UlSOUNEIng NON-COre Process-
5 o hold down eosts. Companies,
offering a mnge of products and serv-
ices from resource exploration to con-
sumer products, are famous for the col-
laborative Ré& D approaches they have
used. (hers have made considerable
headway in streamlining supply chains
—integmting them internally, hack-
wanls to suppliers and forwards to cus-
tomers — and implementing quality and
lzan processes.

Eardy adopters have found that the
“advanced™ level will only take them
s0 far, Aspiring to a higher level of
accomplishment, they seek an adap-
tive, knowledge and learning culture in
which performance improvement not
amly cascades down but is also self-
directed, and innovation becomes the
driving foree.

The High Performance Culture -
the “Breakthrough” level on the
Continuum
“Breakthrongh™ performance

extends strategy alignment to goal
alignment through adapting to
‘Enowledge and Learning " approaches
of collaborative work and information
shanng. The desired payoffis a com-
petitive advantage that is selfsustain-
ing as the envimmment changes.
There nzeds to be o coming o terms
with what ‘adapting’ really means —
heing ahle to move the organization on
from the previous hand-wirsd state of 2
herarchical and siloed mindset, to a
culture centered on information-shar-
ing and people. In practice, organiza-
tioms tend 0 move progressively
across the comtimmm, with some ele-
ments moving faster than others and
prionties adapting graduall y towards
Fnowledge and Learning. It means
comstructing a stmtegic competitve
advantage, oflen around complexity,
hecause that is more difficult for com-
petitors to imitate. "Adapting” does not

Eee Pracices, continued on page 13
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mean contimiing to make frequent
changes in direction because that
wiould tum strategy into tactics, but it
does mean paying attention to future
disruptive innovators and being ready
to memvent strategy again in the future,

Enhanced leadership abilities;
development of front-ling supervisory
skills to impmove employes engage-
ment and retention; co-operative and
creative business capabilities and prac-
tices: organization-wide self-actual a-
tiom — these all lead to 2 shared knowl-
edge and learning onganization. A
recurring theme is also managing
overwhelming workloads so that
important issues are addressed prompt-
lv, mther than deferred because people
are oo busy.

“Breakthrough™ also calls for
robust data managsment, especially
data collection and analysis oma suit-
ahle platform that can link desaifed
activity and mresults measurement o
strategic and tactical decision making,
supported by a proper business case.
There are still only a handful of organ-
ations muking headway towards
breakthrough, but signs indicate that
muny more will be starting along this
road in the coming vear,

Conclusion - Towards the
Knowledge and Leaming
Organization

For a global, interdependent busi-
ness inereasingly reliant on intangible
assets, the culture that works best is
usually one of Knowledge and
Leaming. In my comsulting practice, |
have seen how cultural underpimmings
raally do help comect the enterprise
performance management conundmm
— that so much effort is being put into
performance but there seems to be rel-
atively little to show for it — in part a
conssquence of defending against
change that is both rapid and hard to
predict.

As an example, the marketing
department of a consumer services
comparmy has been leading the rest of
the organization inte Knowledge and
Leaming by tapping the collected wis-

dom of its staff. It is formulating
marketing plans using internal surveys
and workshops, gathering the kmowl-
edge of the marketing staff in dealing
with partners and customers, both
internal and external . In this case,
top-down compomte strategy is still a
major input to the plans. The group is
now better placed not only to execute
strategy in the cument year but also to
recionsider futume
trends and oppor-
tunities,

In the bank
example, cited at
the top of the
article, a cul tural
facelift, accom-
plished by mov-
ing the organiza-
tion acToss the
continuum, would help ready the bank
fior some very hard strategic choices
in the next few vears, This would
give the bank s futurists 1 much better
basis for their work, and in turn pro-
vide more value to the bank in build-
ing out its strategy.

In summary, whatever strategic
preseniptions are put forward, success
comes only when the culture suppors
it. Here can be no right answens with-
out the appropriate culture in place.
The point is that the right culture is a
prerequisite for making the long tenm
strategic decisions that take an ongani-
watiom successfully into the future.
This is just the starting point of a
complex refining and, hopefully, pro-
gressively more manageable process
a5 the passage of time brings the
future ever closer.

Angel

Robert Angel, MBA, CA, s president
af The Gilfard Group Lid | o Toronto-
based performance management and
marketing §irategy cansufiancy. He
specializes in undersianding customer
bhehaviors, and intermal culturefs) and
their combined effecis on creating a
projitable brand. He can be montacied
at hobangeligilf ordgrp.com.

POINTS FOR THE CLASSROOM
(sand commants fo
forumi@ifuratakes. ag):
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+ Peafar Sange’s saminal wark an the
Learning Organizafion highbghts the
need for arganizational culfure fo
affectively agapt and leam from its
anvironment, and successfully re-
invent itsell on a regular baszis. In
what addifional ways can a Teaming
arganization” outlook fostar an arga-
nizational culfure that would be
proachve foward fre fufure?

Angel indicates that ‘the tradifional
siyle of ‘command and confrol’ dogs
nof work as well as if used fo ..." He
further siafes that “in the informafion
age, a Wararchical approach is fand-
ing to delver less effoctive resulfs
than in the past. . and inhibut strafe-
gic responses fo rapid change.”
How wall miliary forces be impacied
by this, gvan their herarchical
nafure#

To what exfent woll 8 knowfedge and
leaming arganizaftion accommaodate
igeas thaf are long-ferm creative buf
shor-ferm disrupfive?

Angel describes the shiff away fram
Figrarchical confrol in the confext of
intellactual propady vs cumancy-
based assefs. Af vanous fmes,
waalth has been land, then capifal,
and now information and infellecfual
propardy. Whal wall weailth be in
20257

The author stafes that “foundation
arganzations offen fry foimprove
padormance by working harder ..
They affen lef go staff who &l shord
aof parfarmance goals saf for the
arganization...” He goes an fo s@y
that "This approach ... also builds up
consigerable stress af all levels in
the organization...” Wil an evolufion
fo the “advanced” and “break-
through” lewvels lead fo lifestyies that
arg legs stressful fconsidanng also
the increasing inferaction batween
the Europaan and US business cul-
fures) — and away fram “Theany X°
managaemeant sfyles? WA there be
maore focus on ‘the imporfant™ and
coraspondingly less an the
urgent™? Convarsaly, wall fie do
mare with less" modus oparandi pra-
vall, with all of its imphications?

In same pars of the waorld, the 5-
cunve describes the matunng
process of 8 corpoation or other
busingss enferpnsa. Inferms aof this
maodel, a company may be founded
an a “wid idea,” buf as it mafures, if
becomes risk-averse (Le, "Dont bel

Eee Pmofices continued on pege 18
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the company on a wild idea.”).
Varnous mafure companies have
bean known to shift their focus
away fram innovation and foward
acguisiions and mergears, spacula-
five investment, and the regulatory
anviranmant. Does Angels inno-
vative culfure confinuum reprasant
a shiff away from fie Scurve
modal?

© The Gilford Group Limited and FUTUREtakes, June 2008

Az Ewrgpean, Asian, North
Amencan, and ather business cul-
furas inferact al an increasing rafe,
what are the implications for the 5-
curve moael and the risk-aversion
culfura, Angel’s innovation confinuem
model, and ather possitie modeals?

Robert Angsl. “Pulting an innovation
Culfure info Prectice”, Ivey Business
Joumal Vaolume FO, Number 3
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