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BOOK REVIEW

by

Paul 0. Gaddis

In his new book, Steve Haeckel provides some much needed illumination upon the current confusion about "what is corporate strategy now?" More importantly, he boldly confronts a practical dilemma now harassing senior business executives, and shows them a pathway out of it. For this reason alone, the book should be read by those who are responsible for leading their companies into the unpredictable future at the incredible pace demanded by the present competitive arena.

On one horn of this very real dilemma, executives perceive that what we have called proactive future planning--- by which we construct a desirable future vision of the enterprise and then pursue it vigorously--- has been overcome by the dynamics of the business environment, and now provides inadequate or tardy responses to changes occurring in the business arena. On the other horn, the much more flexible “emergent strategy" approach (let~strategy-emerge-step-by-step), while it may be rapidly responsive, seems to require CEOs and boards of directors to abdicate their basic accountability for the strategic direction of their companies toward the future.

The author marshals all his considerable skills and experience---corporate executive, global business consultant, management scholar, and systems developer--to explain convincingly to practicing managers how advanced information technology now makes it feasible to resolve this dilemma they face. He and his colleagues at IBM's Advanced Business Institute have developed over a period of years a model of a truly  purposeful adaptive systems ~ which he terms a Sense- and-Respond system. This system, as it is further refined, will offer to our corporations the capability to respond effectively to the dynamic unpredictability of the modern marketplace, while at the same time facilitating the input of a guiding corporate purpose from top management. Sense and Respond appears to be the prototypal system which has long been sought in concept by business leaders-a system which in the reality of application is both directionally purposeful and dynamically responsive, even though upon first examination it may seem that these two attributes in polar opposition to each other cannot be successfully harnessed in one system.

Steve Haeckel weaves a coherent fabric of supporting information Age factors which both compel the need for complex adaptive systems and enable these systems to perform:

{ During the ongoing information Explosion, the economics of information will continue to drive unpredictable and discontinuous change;

{ The dynamics of customer requirements will force vendors to adopt "mass customization" in some form, and all companies must learn to think from the "customer-back" into their own operations and accommodate their operations to the customers’ needs, rather than their habitual mode of thinking from the "firm-forward" pushing their wares to the customer;

{ Sense-and-Respond thinking will progressively replace the long-standing Make-and-Sell corporate attitude which went hand in hand with firm-forward thinking; Information Technology at its cutting edge can now be harnessed "to cope systematically" with wide and unpredicted swings In the marketplace, by enabling the continuous application of a complex adaptive system sense-interpret-decide-act; 

{ Most challenging for traditional Make-and-Sell managers to confront, Sense-and-Respond will absolutely require substantial changes in a company's leadership style, structure, and culture;

{ Significantly, those managements who lead the way into successful transformations to Sense-and-Respond organizations will be in a position to foment further unpredicted changes in their marketplaces, thereby effectively engaging in what guru consultant Gary Hamel has termed "reinventing their industries".

The author makes telling points when he observes the decline of the "command and control" style of leadership even in advance of the new leadership requirements brought on by the advent of Sense-and-Respond. He notes that the obliteration of central staffs during the era of corporate restructuring removed the essential control element from command and control, leaving leadership to the devices of "participation management" without any effective means of facilitating organizational coherence within all the actions emerging from their empowered groups. Haeckel dismisses this leadership style as communicate and hope, a very useful pejorative term which can be applied with equal impact to a wide range of emergent approaches emanating from the Schools of Reactive Powerlessness inhabited by some of the strategy gurus, otherwise known as the "futilists."

In his most challenging message to traditional managers, Haeckel defines the leadership role which (a) will finally after all the searching and experimentation of recent years become an effective successor to command and control, and (1)) will in any case be required if a company is to pursue a successful transformation to a Sense-and-Respond operating mode. He identifies three accountabilities, each one to be viewed not as simply a leadership task but rather a leadership outcome within an organization, and all of which demand informed, resourceful, ingenious, empathetic hard work-in short, superb conceptual management.

The prescribed three accountabilities are:

1. Creation and continuous adaptation of a viable organizationa1 context, under which leadership must construct unambiguous purpose, boundaries, and structure for the complex adaptive system they want to create.

2. Development of a commitment management system which will insure coordinated, accountable performance by the people in the system.

3. Staffing the human roles in the system with effective and competent people.

Clearly, these three will be profound challenges because traditional top managers will be required to move back one full step from the recurring crises of the operational frontier---as management observers have been exhorting them to do for decades-and in this new environment let the accountable people working within complex adaptive Systems solve the problems The new leadership will require not only hard work on unfamiliar tasks, but also the write-off of much "depreciated intellectual capital" by the leaders. The art of problem solving, grasped and held onto for many years with almost religious fervor by some senior executives, will have to be downgraded within their skills inventory..

The sophisticated reader will note that the author's Sense and Respond model, though incorporating ideas at the frontier of recent developments in complexity theory and technology, nevertheless corresponds closely to early strategic thinking by the military about the distinctions among strategy, tactics' and operations. According to this thinking;

Strategy is the deployment of resources prior to an engagement. The Sense-and-Respond analogy is the construction of a high level business design, and the decisions to allocate resources to create the capabilities called for by the design.
Tactics are the redeployment of resources during an engagement. The Sense and Respond equivalent of tactics is the dispatching of existing capabilities in response to specific customer requests to create a one-off value chain for that customer..
Operations is the use of resources during an engagement. The Sense and Respond version of operations is the use of human intellectual and physical assets in the capabilities that have been dispatched to produce a deliverable for the customer.
Executives who read Steve Haeckel's book will be privileged to receive business insights which are way ahead of the curve, and to prepare accordingly for the competitive arena which is rapidly evolving. Yet the book offers much more than a mere a priori explanation of the design and promise of the new corporate competitive mode of Sense-and-Respond. It also recounts the pioneering experiences of several large companies in their struggles to build and operate generically adaptive organizations within widely disparate businesses. The reader will gain an understanding of the travails of a major Australian bank as ~( pursues a very early conversion effort, and of several important U. S. companies in investment portfolio management, franchise restaurant chains, global automobile manufacturing, third-party logistics, among others, and of a large South African insurance company as they all strove to transform their structures, systems, and cultures into the new mode. From his position as a senior staff member of his own organization, IBM's Advanced Business Institute, Haeckel provides an insightful account of the resourceful efforts to transform this substantial educational services business to the Sense-and-Respond mode. These real-world trials collectively confirm for us that the business potentials of the new mode are viable.

Now that Sense-and-Respond has been successfully launched, what next frontiers must it attack? The author observes that the Beta test sites to date have been almost all business units of major companies--significantly important business units to be sure but nevertheless units of larger enterprises. Work is now in progress to develop Sense-and-Respond models which will be sufficiently generic and sufficiently powerful to operate at the enterprise level. The goal is a future in which entire corporations can be "managed by wire" as complex adaptive systems with human direction and purposefulness injected into them.
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