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Foreword
Russell L.Ackoff

Peter Scholtes is an educator, not a guru. A guru is one who de-
velops a doctrine and seeks disciples who accept and transmit it with-
out modification. No deviation is acceptable. Any modification is a
sign of disloyalty, in fact, heresy. Its consequence is excommunica-
tion.

Educators, on the other hand, encourage and even try to inspire
progressive deviations from what they have said. Their objective is
not to remove the need for further learning, as is the guru’s, but to ini-
tiate it—to provide a springboard from which their students can dive
into their own minds, discover what is there, and develop it.

The number of management gurus is increasing at an alarming
rate. We do not yet have one guru per manager but we are rapidly ap-
proaching that number. The ultimate success of a guru is to produce
the fad of the week, becoming number one on the managerial hit pa-
rade. Successful or not, gurus preach panaceas the validity of which
they pretend to have received directly from the Great Manager in the
Sky, who actually resides in the mind of the gurus.

What educators teach comes from experience, their own and that of
others, not from revelation. This book is a distillation and condensation
of years of rich experience of one who has the gift of learning from it. Un-
like most books that deal with management, this one is relevant to man-
agers at every level, from bottom to top, top to bottom, and sideways. It
deals with the interactions of managers at different and the same levels
and their interactions with others. It takes a systemic view of manage-
ment and focuses on interactions, not actions. It deals with almost every
aspect of management at every level of an organization. As a result, the
book is firm and very tightly packed. Therefore, a complete reading
should not be attempted at one sitting. Time to absorb and reflect on the
material presented is essential.

I suggest a small group of managers or students of management
read each chapter separately but simultaneously, and then gather to
discuss what they have read. They should discuss what they agree
with, what they disagree with, and, most important, how what they

vii

Dr. Ackoff is Chairman of Interact, the Institute for Interactive Management, and
Professor Emeritus of the Wharton School. He has written 19 books.
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have read will affect their behavior. Discussion should also follow up
on previous statements about what will be done differently as a result
of reading the book. The format and the clarity of the presentation
encourage such discussions.

The book is about the need to transform management from the
old style, command and control, to the new style, inspiring leader-
ship. It identifies the many changes that give rise to this need includ-
ing the increasing educational level of the workforce, the increasing
technological content of work, the ability of most subordinates to do
their jobs better than their bosses can (thus obsoleting supervision),
the currently imposed constraints that preclude subordinates from
using all they know that is relevant to their jobs, and the failure of
managers to recognize the need for enabling their subordinates to do
better tomorrow than the best they can do today—that is, to enable
them to develop. The proper objective of a social system is not growth
but the development of all its stakeholders. Growth, at best, is a
means, not an end. (Preoccupation with it is pathological.) Develop-
ment means an increase in one’s desire and ability to fulfill one’s
needs and desires and those of others. It is only through simultaneous
contributions to the development of all of an organization’s stake-
holders that the organization itself can develop. A wagon pulled by a
team of horses can move no faster than the slowest horse.

viii FOREWORD
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Preface
In October 1992, I was in São Paulo, Brazil, presenting a two-day
workshop for a large corporation with a deserved reputation for being
well advanced in the application of the philosophy and methods of
quality. At the end of the second day, I was approached by a vice pres-
ident who was regarded as their leading teacher and promoter of Dr.
Deming’s philosophy. The gentleman looked me in the eye and with
great earnestness said, “You shook my brains!”

At first I wasn’t sure whether this was a compliment or a criti-
cism. Then I saw the smile forming in the corners of his eyes. He was
pleased that I shook his brains.

I will be forever grateful to that gentleman. He provided, in one
short statement, a description of what I think a major part of my pur-
pose is. I know that what I teach is often unconventional and some-
times controversial. I cannot realistically expect everyone who reads
this book to accept my message. 

In the end, however, I will have done my job if you emerge from
reading this book with at least a troubled mind and shaken brains. At
best, of course, I hope this book provides some useful guidance and
insights into developing a better approach to leadership for all those
organizations—workplace and others—with which you are associated.

These are some of what I propose to be the “brain-shakers,” the
unconventional teachings of this book:

More than 95 percent of your organization’s problems derive
from your systems, processes, and methods, not from your
individual workers. Your people are doing their best, but
their best efforts cannot compensate for your inadequate
and dysfunctional systems.

We look to the heroic efforts of outstanding individuals for
our successful work. Instead we must create systems that rou-
tinely allow excellent work to result from the ordinary ef-
forts of ordinary people.

Changing the system will change what people do. Changing
what people do will not change the system.

Certain common management approaches—management
by objectives, performance appraisal, merit pay, pay for per-
formance, and ISO 9000—represent not leadership but the
abdication of leadership.

ix
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Current buzzwords like empowerment, accountability, and
high performance are meaningless, empty babble.

Ninety-five percent of the changes undertaken in organiza-
tions have nothing to do with improvement.

The greatest conceit of managers is that they can motivate
people. Managers’ attempts to motivate people will only
make things worse.

Behind incentive programs lies management’s patronizing
and cynical set of assumptions about workers. Managers im-
plicitly say to workers, “I’m okay, you need incentives.”
Managers imply that their workers are withholding a certain
amount of effort, waiting for it to be bribed out of them. 

The history of the human race is also the history of human lead-
ership. For thousands of years, leadership has been hierarchical in its
structure. In the Book of Exodus, Moses’ father-in-law, Jethro, advises
Moses to do the following:

Select out of all the people some capable, God-fearing, honest men
with an aversion to improper gain, and set them over the people as cap-
tains of divisions of a thousand, of a hundred, of fifty, and of ten; let
them act as judges for the people on all ordinary occasions; all impor-
tant cases they shall bring to you (18:21-22)

This, by the way, makes Jethro the world’s first management
consultant. (Perhaps this explains why soon after, in verse 27, “Moses
saw his father-in-law off” and Jethro was never heard from again.)
This incident also establishes management consulting as the world’s
second oldest profession.

The point is that for millennia we humans have learned to ex-
pect hierarchy. This view was illustrated by the Prussian Army in the
1700s, using what is now the traditional organizational chart (see Fig-
ure 1-1, page 3). As we shall see, it wasn’t until the mid-1900s that this
hierarchical view was challenged.

A new approach to leadership began in Japan in 1950. At that
time there occurred a convergence of needs, opportunities, and re-
sources—the right people with the right stuff in the right place at the
right time. People like Dr. Deming, Homer Sarasohn, Charles Protz-
man, Frank Polkinghorn, Dr. Juran, Ichiro and Kaoru Ishikawa, and
others then and since are credited with starting a new industrial rev-
olution. Indeed, because of them, the world of work will never be the
same. This book represents a modest contribution to the continuation
of a leadership philosophy that began with those who preceded Dem-
ing and the Ishikawas (Shewart and others) and has been advanced
many who have succeeded them.

x PREFACE
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The theme of this book, therefore, is this: There is a new way to
do business, a new philosophy of leadership, a new way to get work
done. This new way is enormously more effective than the old way,
and it is a whole lot more fun.

This new way, however, is profoundly different from what has
existed since before Moses and what we have learned since our child-
hood. Our instincts and reflexes as managers are shaped by our expe-
riences and past associations—our parents and families, the princi-
pals, teachers, coaches, supervisors, and managers of our younger
years. Our instincts as managers are elastic. They have “memory.” We
can stretch memories and reshape them, but there is a great likelihood
that they will revert to their previous form. Change for leaders is usu-
ally hard, even when that change is sincerely desired and earnestly
pursued.

Sometimes the difference between the new way and the old way
is subtle as well as profound. Here is an analogy:

One Christmas my wife and I received two books of Magic EyeTM

art. When you look at Magic EyeTM art, you see an array of colors and
figures. You can, however, learn to focus your eyes in such a way that
a three-dimensional image will emerge from the array of colors and
figures. (“Look, it’s a giraffe!”) But you must learn to look differently.
Two people can look at the same picture. One will see only the colors
and figures, and the other will see something entirely different. (I have
been told that people with an astigmatism cannot see the hidden
three-dimensional image.)

The same is true of management. Let us take two people, one
firmly entrenched in the old set of premises (behind every problem
there is someone who screwed up) and one who has developed a sys-
tems view (behind every problem there is an inadequacy in the sys-
tem). Both will look at the same organization, the same event, and the
same results, and each will see something very different. After the dis-
astrous oil spill in Alaska’s Prince William sound, one will see Exxon’s
systems working dysfunctionally, while the other will see the desig-
nated culprit, Captain Hazelwood of the Exxon Valdez.

THE LEADER’S HANDBOOK AND THE TEAM
HANDBOOK

The only other book I have written is The Team Handbook, published
by Joiner Associates in 1988. To be presented in a sensible chronolo-
gy, The Leader’s Handbook would have come out before The Team Hand-

Preface xi
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book. Leaders need to know their roles before they start establishing
teams. But I didn’t know then what to tell the leaders. Finally knowl-
edge and experience have caught up to me, and I became ready to
write this book.

The two books have much in common: the same basic philoso-
phy behind them, the same values attached to systems, statistical
thinking, relations with people, and learning to master improvement.
The direction-setting activities described in Chapters 5 and 6 are what
ideally precede the establishment of project teams. Teams will be far
more effective when the larger context and purpose have been care-
fully planned.

I see the two books, therefore, as companion pieces. The similar-
ities in title and appearance are intended to convey the compatibility
of the books.

My hope is that those who over the past ten years have learned
from The Team Handbook and who have taken on leadership roles will
find this book equally useful.

A NOTE ON THE STRUCTURE OF THIS BOOK

Chapter 1 offers a short history of management philosophy. There are
two reasons for beginning with some history. One is that I love histo-
ry and find that I can personally learn better by understanding the
historic context in which philosophies were developed. The other is
that I believe history allows us to understand why certain beliefs have
existed and why we may now be able to discard them. Understanding
history becomes a prelude to change. Understanding history well is a
prerequisite to improvement.

I acknowledge that Chapter 1’s history is centered on U.S. man-
agement history. The management history of the United States is
what I understand best, though I am also fascinated by the long his-
tory of management in Europe and Asia. The Industrial Revolution
started in England nearly 100 years before it reached America. Never-
theless there are many parallels between what is described in Chapter
1 about the United States and what was occurring in all of Europe at
the same time. The central influence of the military and the railroads
and their shaping of approaches to management were factors in Eu-
ropean countries as well as in the United States.

If you don’t share my fondness for history and choose to skip di-
rectly to the following chapters, by all means do so.

Chapters 2 and 3 explain the heart of the new philosophy.
Chapters 4, 5, 6, 7, and 8 describe various practical applications.

xii PREFACE
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Chapter 9 confronts the most harmful managerial assumptions
and practices (performance appraisal and merit pay, etc.) and offers al-
ternative approaches.

Chapter 10 offers a summary of what it means to lead and to be
a leader in today’s world. 

At  the end of each chapter are questions and activities intended
to stimulate more thinking and help with the applications of these ap-
proaches to your own situation. With regard to these questions and ac-
tivities, there are no right answers (though there might be many wrong
answers). The questions are not meant to be tests. Their value should
be in the self-searching they inspire and the discussions they provoke.

A FINAL THOUGHT

My good friend Bill Hunter and I used to talk about such esoteric
things as the relationship between Dr. Deming’s philosophy and the
teachings of Teilhard de Chardin. (Since Bill died Clare Crawford-
Mason is about the only person I know who understands both Dem-
ing and Teilhard de Chardin.) Pierre Teilhard de Chardin was a French
priest, paleontologist/geologist, philosopher/theologian, and mystic.
He worked in China for over 20 years in the early part of the twenti-
eth century. He was a major contributor to the discovery of the Peking
man.

Teilhard de Chardin wrote eloquently about the future of evolu-
tion until his death in New York City in 1955. He proposed that hu-
mankind is evolving toward greater consciousness and that love will
lead humans to a new unity and an end-state that he calls the “Omega
Point.”

The day will come when, after harnessing the ether, the winds, the
tides, and gravitation—after all the scientific and technical achieve-
ments, we shall harness for God the energies of love. And then, on that
day, for the second time in the history of the world, man will have dis-
covered fire!

—Pierre Teilhard de Chardin
The End of the World

Intrigued by the optimism of Teilhard de Chardin, Bill Hunter
and I would explore how Deming’s philosophy can help humankind
evolve into systems that create better places to work and learn, better
government, better institutions of health care, and improved organi-
zational pursuits of every kind. Deming’s philosophy, we concluded,

Preface xiii
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represents a means by which people can contribute to the evolution
of the human spirit. Therefore, as you engage in improving your
workplace and pleasing your customers, you may consciously be at-
tending to the immediate benefits of improvement occurring at this
time and in this place. But your efforts may be part of something far
greater.

If this is true, then what was begun by Shewhart, Sarasohn, Dem-
ing, the Ishikawas, and Juran, and what is continued by the many of
us who follow in their footsteps—including Bill Hunter and the gen-
tleman from São Paulo—is more than a new industrial revolution. It
is part of a new renaissance.

Peter R. Scholtes
Madison, Wisconsin

RESOURCES

Juran, J. M., Ed. 1995. A history of managing for quality. Milwaukee: ASQC Press.
Teilhard de Chardin, Pierre. 1959. The phenomenon of man. New York: Harper

Brothers.

xiv PREFACE

I welcome your comments, feedback, and inquiries. To get in touch by:

Mail: Scholtes Seminars and Consulting, PO Box 259327, Madison,
WI 53725-9327

E-mail: Peter@pscholtes.com

Fax: (608) 221-4935

You may also visit my web page: www.pscholtes.com

schltsfm-10-12.qxd  8/20/01  8:32 AM  Page xiv



Acknowledgments
It was Isaac Newton who said, “If I have seen further than others, it is
by standing on the shoulders of giants.” I give credit to the giants for
my being able to see at all:

Dr. W. Edwards Deming, from whom I learned so much and
whose teachings changed my life.

Dr. Kaoru Ishikawa and his father Ichiro, who were pioneers
in the new approaches of leadership in Japan. 

Dr. Malcolm Knowles, the pioneer in the field of adult learn-
ing, who was my teacher and friend at Boston University.

Dr. Myron Tribus, from whose writings I first became ac-
quainted with Dr. Deming and the new approach to leader-
ship and who has been a source of learning, friendship, and
support for over fifteen years.

There are several others from whom I have learned and whose
wisdom and insights are in my work:

Dr. Brian Joiner, with whom I worked for ten years and from
whom I learned immeasurably. If it were not for Brian, I
would not be doing what I am doing today.

Dr. Bill Hunter, my good friend whom I have missed since
his death in 1986. My first effort to apply the philosophy de-
scribed in this book was done with Bill at my side, teaching
me, learning from me, and learning with me.

Dr. Henry Neave, an author, researcher, professor, and one of
the founders of the British Deming Association—and a good
friend.

There are many others from whom I have learned who deserve
more than the mere mention of their names. But at least I can do that:

Dr. Russell Ackoff

Tony Alderidge 

Yukihiro Ando

Dr. Nida Backaitis

Dr. Edward Baker

Tim Ball

Joop Bokern

Dr. George Box

Bill Braswell

Roland Coates

Clare Crawford-
Mason

John Criqui

Lloyd Dobyns

Lynda Finn

Maurice Fletcher

Liz Freeman

Tim Fuller

xv

schltsfm-10-12.qxd  8/20/01  8:32 AM  Page xv

Copyright 1998 The McGraw-Hill Companies, Inc.   Click Here for Terms of Use.



Many people helped in the processes that begot this book.

Jenna Casbarro Hansen acted as the project manager and
contact person in my office.

Bj Dillon-Rauen did the desktop publishing work for each of
the many drafts of this book.

Jack Covert, of Schwartz Book Store in Milwaukee, encour-
aged me and helped at some critical moments.

Dale Mann, a cartoonist philosopher, who illustrated The
Team Handbook, now has shared his talent in this book.

Matthew Scholtes took on several research projects for his
dad. (“Where exactly does the Oliver Wendell Holmes quote
come from?”)

Peter S. Scholtes is one of the best copy editors I have ever
had nudge and tweak my writing.

Others who helped with the manuscript:

xvi ACKNOWLEDGMENTS

Conrad Fung

Dorothy Gill

Spencer Graves

Heero Hacquebord

Britt Hall

Knapp Hudson

Barbara Hummel

Masaki Imai

Mary Jenkins

Nye John

Noriaki Kano

David Kerridge

Alfie Kohn

Phil Landesberg

David Langford

Barbara Lawton

Bill Lawton

Kevin Little

Dawna Markova

Kathryn Metzger

Ron Moen

Tom Mosgaller

Tom Nolan

Daniel Oestreich

Joyce Orsini

Chris Oster

Frank Pilecki

Gipsie Ranney

Debbie Ray

Virginia Satir

Bill Scherkenbach

David Schwinn

Carol Schwinn

Ronald Snee

Rob Stiratelli

Mike Tveite

Lonnie Weiss

Donald Wheeler

Tony Aldridge

Edward Baker

Jim Chandler

Patricia Clark

Maury Cotter

John Criqui

Liane Dolezar

Lynda Finn

Spencer Graves

Barbara Hummel

March Jaques

Phil Landesberg

Madison Public
Library Reference
Desk

Dave Nave

Lisa Nave

Kathleen Paris

Judy Schector

Myron Tribus

Al Viswanathan

Bill Warner

schltsfm-10-12.qxd  8/20/01  8:32 AM  Page xvi



1

1TRAIN WRECKS
AND BAD RADIOS:
HOW WE GOT
WHERE WE ARE
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TRAIN-WRECK MANAGEMENT

On October 5, 1841, two Western Railroad passenger trains collided
head-on somewhere between Worcester, Massachusetts and Albany,
New York, killing a conductor and a passenger and injuring seventeen
passengers. That disaster marked the beginning of a new management
era (Chandler, 1977).

Prior to the early 1800s in the United States (and the early 1700s
in Europe), business was much the same as it had been since the Mid-
dle Ages: operating as cottage industries, tradespeople made their wares
one item at a time and sold them to their neighbors. There was no
“manager.” The owners of the enterprises did the work themselves or
coached apprentices and assistants who did the work alongside them.
In Europe, quality was assured by guilds and their marks of approval.

Then came the development of coke as a fuel in England and the
discovery of anthracite coal in Western Pennsylvania, both leading to
the possibility of mass production and mass distribution. The owner
of a cottage shop could choose to hire engineers to build machines of
mass production and by 1830 begin to use the burgeoning rail sys-
tems for mass distribution. Or the shop owner could stay in the “cot-
tage,” continuously worrying about competition from those on the
rail system who had entered the new industrial age.

It was the time of a great paradigm shift in managerial thinking,
the equivalent of letting go of a managerial flat-earth perspective. For
the owners of businesses, these were truly traumatic times, requiring
them to rethink the premises and practices of their work: How, they
asked, will we run a large, geographically dispersed organization?

Other than the army and the church, there were few models for
such a management practice in the 1800s. The railroads were the first
industry to come to grips with how to manage in the new era. In the
United States the Western Railroad was the first to extend itself be-
yond ordinary regional boundaries, the first with complex schedules
and multiple trains on the same track. It was also the first with a dis-
astrous train wreck, a harbinger of worse tragedies to come.

The Massachusetts legislature launched an investigation into the
causes of the train wreck and the directors of the Western Railroad ap-
pointed a committee headed by Major George W. Whistler to find a
remedy. Their recommendations had major immediate impact on the
railroads and, over the next decades, helped shape all of U.S. man-
agerial practice.

Part of the recommendations for the railroads was an organiza-
tional structure that looked like the “train wreck” chart in Figure 1-1.
While the standard organizational chart may seem ageless, it was, in
fact, adapted from the Prussian Army and introduced to American

2
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business practice as a way to prevent train wrecks! In its time, it was
revolutionary. Its unique features:

■ Central offices run by people called “managers” (a new term)
■ Distinct functional divisions
■ A “chain of command,” clear lines of authority
■ Clear lines of communication and reporting
■ Clear descriptions of responsibility for each individual from

top to bottom

Daniel McCallum, President of the Erie Railroad, later elaborated
on the Western Railroad’s chart with his Six Principles of Administra-
tion:

1. A proper division of responsibilities.

2. Sufficient power conferred to enable the same to be fully carried out,
that such responsibilities may be real in their character (that is, au-
thority to be commensurate with responsibility).

3. The means of knowing whether such responsibilities are faithfully
executed.

4. Great promptness in the report of all derelictions of duty, that evils
may be at once corrected.

5. Such information, to be obtained through a system of daily re-
ports and checks, that will not embarrass principal officers nor
lessen their influence with their subordinates.

6. The adoption of a system, as a whole, which will not only enable the
General Superintendent to detect errors immediately, but will also
point out the delinquent. (See Chandler, 1977.)

Train Wrecks and Bad Radios 3

Figure 1-1. The “train wreck” chart.
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A fundamental premise of the “train-wreck” approach to man-
agement is that the primary cause of problems is “dereliction of duty.”
The purpose of the organizational chart is to sufficiently specify those
duties so that management can quickly assign blame, should another
accident occur.

That this approach to management took on a militaristic tone is
not surprising. Retired military officers had great influence on the
leadership of early businesses. New businesses relied on the technical
and managerial contributions of engineers. One of the few and cer-
tainly the best source of engineering education in the United States
was the United States Military Academy at West Point.

The era of management that began in the mid-1800s can be char-
acterized as “management by results” (Joiner and Scholtes, 1985).
Since managers could no longer do the work themselves or direct oth-
ers in the doing of the work, managers exercised their authority by
holding people accountable for results. This train-wreck model evolved
in the United States over the years after 1840. In the 1950s, manage-
ment by results reached its epitome in MBO (management by objec-
tives) and performance appraisal, the Harvardization of train-wreck
management.

From the beginning of the Industrial Revolution in England in
1730 up to the present, managers have continually focused on indi-
vidual accountability for results. These results are E-mailed or laser-
printed instead of quill-penned, but the whole approach is not much
different from McCallum’s Principles of Administration: “Great prompt-
ness in the report of all derelictions of duty, that evils may be at once
corrected … detect errors immediately but … also point out the delin-
quent.” Our operations are fine if people would only do their jobs.
Management would be easy if it weren’t for all the employees.

From today’s vantage point it is possible to see the flaws in train-
wreck management, but our predecessors took what was indeed prim-
itive and chaotic and gave it order and workability. People like
Whistler, McCallum, Frederick Taylor, or Henry Ford in the United
States or Darby, the Stephensons, or Brunel in England were pioneers,
people of vision and passion who got things done. They did their best
and, by and large, what they did was very good. The reign of industri-
al hierarchy as the best theory of management lasted nearly 200 years.

4 CHAPTER 1
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MEANWHILE, IN JAPAN …

Around the time of the Western Railroad’s train wreck, Japan was ex-
periencing the end of the Shogun era. In 1853, Commodore Matthew
Perry sailed into Tokyo Harbor on a U.S. Navy gunboat. Commodore
Perry’s message: “Open your ports to American commerce.” The gun-
boat’s message: “Or else!”

The Japanese have historically been an adaptive people, realistic
and flexible while at the same time tenacious and purposeful. Japan-
ese leaders drew two conclusions from Commodore Perry’s visit:
Japanese ports must indeed be opened to foreigners, and Japan must
undertake a more modern approach to militarization. This latter adap-
tation ultimately led to World War II and military defeat. It also led to
yet a new chapter of adaptation—and a new paradigm of leadership.

If the previous era of American management can trace its start to
a Massachusetts train wreck, the origins of the new era of manage-
ment can be attributed to General MacArthur’s desperate need for ra-
dios. During his administration of the occupation of Japan after
World War II, MacArthur had to find a method for communicating
with all the Japanese people. The story is reported in Crawford-Mason
and Dobyns (1991).

MacArthur wanted reliable radios, a lot of them, so that the occupa-
tion forces’ orders and propaganda programs could be heard in every
town and village in occupied Japan, and when Japanese manufacturers
in the 1940s couldn’t give the general what he wanted, he sent for
Americans to teach them how.

Think of that: one man wanted a radio that worked, and the world
economic order changed.

The irony of a Japan unable to produce good radios, and relying
on American teachers to learn how, is an amazing and humbling les-
son for us. The Americans who went to Japan were Homer Sarasohn,
a systems and electronics engineer, and later Charles Protzman and
Frank Polkinghorn, engineers from Western Electric.

Sarasohn and Protzman placed the early emphasis on getting the
factories up and running and teaching the importance of viewing pro-
duction as a system. They taught a 32-day course to senior executives
who were ordered to attend by the MacArthur administration.

Sarasohn recommended to the MacArthur administration that
W. Edwards Deming be invited to teach quality control. MacArthur’s
administration, in turn, arranged for JUSE to invite Deming to Japan.
JUSE, the Japanese Union of Science and Engineering, had been
founded in 1946 by Ichiro Ishikawa.

Train Wrecks and Bad Radios 5
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Deming was a protégé and colleague of Walter Shewhart, who had
pioneered statistical applications at Western Electric in the 1930s. Dur-
ing the war, Deming and others had developed a course in quality con-
trol techniques called SQC, or Statistical Quality Control, that they
taught to 35,000 engineers and technicians in U.S. war industries.1

Deming and Shewhart were both well known and highly respected by
Japanese technical and industrial leaders.

The moment had been prepared for by the work of Sarasohn,
Protzman, and Polkinghorn. The audience—now including people
well beyond the communications industry—was ready. Deming was
going to deliver his message to eager and respectful listeners.

Deming arrived in Tokyo on Friday, June 16, 1950. For the next
several weeks he gave almost daily lectures to groups ranging in size
from about 200 to about 600—“some of the best classes I’ve ever had,”
Deming would comment later.

On the evening of Thursday, July 13, 1950, Deming had a historic
dinner with the presidents and top officials of the 21 leading indus-
tries. A few years earlier some of these executives had been required by
the MacArthur administration to attend lectures by Sarasohn and
Protzman. This time they came in response to an invitation by Ichiro
Ishikawa, a leader among his peers and father of the legendary Kaoru
Ishikawa who would become the leader of the quality movement in
Japan for the next four decades.

The group of 21 industries represented most of Japan’s power
and wealth. Deming was later told that 80 percent of Japan’s capital
was in that room at the Industry Club in Tokyo. What he told them
was persuasive because it was clear to them that Deming himself be-
lieved what he was saying. What struck them more was that his
words and manner suggested that this man was not another victor
giving orders to the vanquished: This man was a colleague who gen-
uinely respected the Japanese and cared about their well-being. The
industrial leaders were intrigued and arranged for another meeting
with Deming a few weeks later. Of this first meeting at the Industry
Club on July 13, 1950 Deming would later say, “That was the birth of
the new Japan, if a date can be put on it” (Kilian, 1992, p. 23).

What Deming taught the Japanese in 1950 and in his subsequent
trips to Japan—some 27 trips in all—have evolved into his philosophy
of management, summarized in his works (1986, 1994). This philoso-
phy, along with lessons learned from some of Japan’s masters, is a
major part of what is presented in this book. But here, in brief, is a de-
scription of what Deming taught the Japanese in 1950 (Kilian, 1992):

6 CHAPTER 1

1After the war, the use of SQC virtually disappeared from American in-
dustry. Deming has said that one of his biggest mistakes was to teach quality
only to those who made American products, not to the American managers,
who made policy.
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■ The marketplace is now global. There must be international
standards2 of quality and an international language for de-
scribing quality.

■ The customer is all-important. Seek to cultivate long-term rela-
tions with your customers. Seek to continuously understand
consumer needs when designing and manufacturing prod-
ucts.

■ Quality is determined by managers. The quality of products and
services must reflect consumer needs. Products must be uni-
form, be consistent, and perform dependably. The quality of the
product cannot be better than the intentions and specifications
of management. Quality results from the way managers lead.

■ Production is a system. The supplier is your partner. Make the sup-
plier a partner and an integral part of the system. The customer
is also part of the system, the most important part of the system.
Statistical quality control must be applied to all the stages of the
system.

■ The chain reaction. If you improve your processes and product,
your costs will decrease and you will capture the market with
better quality and lower prices, thus allowing you to stay in
business and provide jobs and more jobs.

■ Japan must see itself as a system. All of Japan is a system. There
must be trust and cooperation throughout Japan. A common
commitment to quality, trust, and cooperation must sweep
through Japan “like a prairie fire. All Japanese on fire! Every-
one will win!”

FROM THE FIFTIES TO THE PRESENT

Japan took Deming’s message to heart. Within months they began to
notice improvement. Within four years some of Japan’s products
began to make progress in the world market. (Deming had predicted
it would take five years. The Japanese proved him wrong!)

In the United States, we went from discounting Japanese prod-
ucts (“You’ll never be able to get spare parts!”) to noticing, and be-
coming disconcerted by, the shrinking U.S. market share in key in-
dustries.

Do you know what these groups of products have in common?

Train Wrecks and Bad Radios 7
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schlts01-10-12.qxd  8/20/01  8:33 AM  Page 7



What they have in common is that in the 1970s the United
States lost 50 percent or more of its world market share in each
(Wheelwright, 1984). By the 1980s, Americans were hollering “unlev-
el playing field” and looking for trade sanctions against Japan.

While the United States was whining, Japan learned about im-
proving quality more rapidly. JUSE was promoting the quality philos-
ophy—called TQC for Total Quality Control—and was presenting an-
nual awards to individuals who contributed to quality and companies
that achieved certain described standards of quality. The award was,
and still is, called the Deming Prize. Since it was first awarded in 1951,
approximately 60 individuals and 160 organizations have won the
Deming Prize.

In 1980, NBC presented a television documentary, produced by
Clare Crawford-Mason with reporter Lloyd Dobyns, titled “If Japan
Can, Why Can’t We?” Using the typical measures of TV success, mar-
ket share and ratings, it was not a hit. But in terms of its impact on
American business, it was a thunderbolt. It captured an audience of
business leaders. The United States discovered the existence of this ob-
scure 80-year-old statistician who was revered and respected by Japan-
ese leaders. The quality era finally arrived in America.

8 CHAPTER 1
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Figure 1-2. Diagram used by Dr. Deming at his lectures in Japan
during the summer of 1950.
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Train Wrecks and Bad Radios 9

1990s
• “Train-wreck” management 

still dominates
• Some emergence of Quality 

management
• Some decline of Quality 

management

?

• Discovery of anthracite coal in Western Pennsylvania
• End of the era of cottage industries
• Mass production (coal-fueled machines)
• Mass distribution (railroads)
• First factories (1850)

• Scientific management
• Henry Ford
• Production lines

• Assembly lines
• Waves of immigrant 

workers

• Walter Shewhart
• Statistical process control chart
• Rise of labor unions

• The Great Depression
• Hawthorne experiments
• Human relations school of management (Western Electric)

• W.E. Deming and others teach SPC to U.S. war industries

• SPC and human relations disappear in U.S.
• Deming teaches the Japanese industrial leaders
• TQC begins in Japan
• Deming Prize

• Douglas McGregor’s “Theory X” and “Theory Y”
• Herzberg on motivation
• Japanese economy flourishes
• U.S. begins to lose market share

• “If Japan Can, Why Can’t We?” NBC White Paper
• TQM begins in U.S.
• Baldrige prize
• “TQM” becomes a fad in the U.S.

• Quality bashing in the U.S.
• “TQM” fades as a fad
• Quality holds firm, however, in thousands of 

organizations

Style of management Events & philosophies that have influenced American business

1840 – 1890
“Train-wreck” management

1890 – 1920
“Train-wreck” management

1920s
“Train-wreck” management

1930s
“Train-wreck” management

1940s
“Train-wreck” management

1950s
“Train-wreck” management 

adopts MBO and performance 
evaluation

1960s and 1970s
“Train-wreck”/MBO in the 

U.S., TQC in Japan

1980s “Train-wreck” 
management/MBO, early 

stirrings of Quality 
management in the U.S.

Figure 1-3. Our management heritage.
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A GENERATION IN TRANSITION

Since the late 1980s, the baby boomers have been becoming the
world’s managers. Through no choice of their own, they have also
been selected by a convergence of events to be the generation that
leads the transition from the 1840s premises of management to 1950s
premises. This generation of managers will have a difficult time with
the transition. There are not many current models. None of the baby
boomers grew up in schools or other organizations where the new
philosophy was even taught, let alone practiced. The boomers will be
making it up as they go along. Their assurance can come from know-
ing that this philosophy has been developed, tested, and proven for
decades. They are not guinea pigs, just, perhaps, inelegant learners.

There is a peculiar learning curve
related to the mastery of this new phi-
losophy. The conventional learning
curve is depicted in Figure 1-4. The
Deming transformation’s learning
curve, however, resembles the curve in
Figure 1-5.

At first I thought this observation
was a product more of my own overactive
cynicism than of objective observation.
But I began to observe it frequently in
many managers in almost every company
with which I worked. I concluded that
this false learning curve was not imagi-
nary. It is a predictable pattern. The phe-
nomenon can be described as shown in
Figure 1-6 (top of facing page).

Dr. Deming emphasized that we
move from unconscious incompetence
(area 1 in Figure 1-6) to conscious in-
competence (2), a sign of great progress.
This allows us to move from conscious
incompetence to conscious competence
(3), and then to unconscious compe-
tence (4).

Myron Tribus, an articulate teacher
of Deming’s philosophy who learned
these levels of competence from a speak-
er named Mike Vance and taught them to
Dr. Deming, has commented that this
transition from the false learning curve to
the real learning curve is a transition

10 CHAPTER 1
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method is mastered
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Figure 1-4. The conventional learning curve.
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A. The illusion of learning
• Mastering the rhetoric
• Grafting programs onto the old organization
• Knowing enough to be dangerous
• The same old premises are at work

B. Sufficient understanding to see that “we don’t know much”
• The “A-ha!” experience
• The beginning of the integration of knowledge and know-how

C. Real learning begins

Figure 1-5. Transformation’s learning curve.
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“from knowledge to know-how.” That seems to be a pretty fair descrip-
tion. What I observed among clients and others seeking to apply the
new philosophy was that they had an abundance of education and
training, were able to sling around new jargon (“rules of the funnel,”
“common cause,” “special cause,” and “PDSA” used as an acronym for
both noun and verb) and talk about “customers”—internal and exter-
nal—like these were some recently discovered subspecies of the human
race. There would be lots of teams and projects, usually too many. The
managers would sit through the obligatory wordsmith-a-mission-state-
ment sessions. There would be lots of hype and activity. But the man-
agers themselves did nothing much new: no new systems, no new rela-
tionships, no new approaches to planning, problem solving, decision
making, budgeting, etc. I kept wondering when I would begin to see
them transform. Instead I saw the continuation of the old ways of man-
aging, what one of my client-partners described as “common-cause stu-
pidity.”

Then, almost magically, after about a year I began to notice some
signs of something new: managers asking smarter questions, applying
principles learned a year earlier to current circumstances, and saying
to me, “You know that systems stuff you were teaching last year? I
think I finally get what you meant.”

I tried to figure out what caused the lifting of the veil, but there
were no common patterns or themes. The only thing these managers
had in common was this yearlong period of dormancy, and then a
gradual awakening.

What can we learn from this notion of the false learning curve?

Train Wrecks and Bad Radios 11
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Figure 1-6. Competency matrix.
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■ Be patient. Most often we will notice progress only by looking
back at how we were two or three years ago.

■ Be persistent. Don’t ever give up! Don’t get restless and look for
a new management philosophy du jour.

■ Be humble. The arrogant organization will find it difficult to
learn anything. Acknowledge our inadequacies. Instead of as-
sured pronouncements, offer hypotheses that need data for
support.

■ Be inelegant. Give yourself permission to be inept and ask
dumb questions. Don’t try to fake it. Rather seek to learn it.

12 CHAPTER 1

In September of 1989, I had an opportunity to lecture to the students
of Dr. Noriake Kano at Tokyo Science University. Dr. Kano is one of the
leading teachers of TQC in Japan and one of the consultants and reviewers
for the Deming Prize sponsored by the Japanese Union of Science and En-
gineering (JUSE). In his class I presented my observation about the false
learning curve attributable to those seeking to learn the quality philosophy.
When I finished, Dr. Kano raised his hand and asked:

“Mr. Scholtes, you say the false learning curve lasts for about a year?”
“Yes, Dr. Kano.”
“Mmmmmm… You must be very good!”
(“What the hell does he mean by that?” I thought to myself.)
Dr. Kano continued, “I think it takes three years!”
For me, this was one of those wonderful epiphanies, a sudden reve-

lation: What I had been observing, but was suspicious of as being a prod-
uct of my cynicism, Dr. Kano had also been observing. I felt a great sense
of reassurance and affirmation from this. Furthermore, I had been observ-
ing this in American managers; Dr. Kano had been observing it in Japanese
managers (whom we all know have a gland that secretes quality).

Dr. Kano’s remarks extended the period of the false learning two
years beyond what I had estimated, but his comments gave me hope. This
phenomenon of the false learning curve seems to be a real and predictable
occurrence, and it is temporary. It will pass if you give it time and patience,
and you must persist. I fear a lot of CEOs will conclude, after a year or two,
“We tried it, but it doesn’t work here.”
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SUMMARY

Some factors and features of our organization have been with us so
long, we tend to see them as having been around forever. We are so
used to them that we never think to question whether they are
useful or necessary.

In the United States, managers didn’t exist until 1840. Factories
didn’t start operating until 1860. The typical organization chart was
not brought down from Mount Sinai by Moses. Each of these things
has a history and there are reasons why they made sense. Managers,
factories, and organization charts continue to make sense, but a very
different sense from when they started being used.

In 1950 Deming “reengineered” the way we think about work
and leadership, about organizations, indeed about the world and life
itself. In effect, Dr. Deming taught us that everything is a system,
and we are part of it. We function at our peril when we are unaware
of systems. We have discovered a new way to think, and we need
this new way to understand what is happening and to know how to
function in the world.

In the next chapter we begin to look at some new
competencies that leaders must have. Many of these “new”
competencies are old competencies that must be pulled out, dusted
off, and relearned.

13
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CHAPTER ONE ACTIVITIES

Discuss the following questions with others with whom you work:

1. What is quality?

2. What are the basic principles of quality?

3. Contrast your response to Question 2 with what Dr. Deming taught the
Japanese in 1950.

14
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INTRODUCTION

In America and Europe we have an almost insatiable appetite for fads.
We seem more interested in what is new than in what is good. Conse-
quently we have a disposable mentality: If what we have doesn’t seem
to work, we throw it out and find something new. This obviously ap-
plies to fashion and music. Unfortunately, it seems also to apply to re-
lationships such as spouses and employees. We live in a time of the
management philosophy du jour.

To some, the approach to management described in this book
may seem vaguely familiar enough that a manager may conclude,
“Been there, done that.” The quality movement, from about 1982
through about 1992, used some of these notions. But, by and large,
the teachers of TQM didn’t understand the philosophy in the first
place and trivialized it in the second place. TQM, I repeat, is the trivi-
alization of an important new way of thinking. In this chapter I will
describe the new approach to leadership as it has been developed by
its pioneers over the last 50 years, without the barnacles and affecta-
tions that have attached themselves to this profoundly important and
revolutionary way of thinking.

Here are some of the current fads and their accretions:

■ We must empower our people.
■ We must put them into teams.
■ We must put them into self-directed groups.
■ We must motivate them.
■ We must offer them incentives.
■ We must hold them accountable.
■ We must reengineer and reinvent them.

All this fails to appreciate systems and the importance of mas-
tering systems in order to get the important daily work done. To un-
derstand systems is to understand this:

All of the empowered, motivated, teamed-up, self-directed, incen-
tivized, accountable, reengineered, and reinvented people you can
muster cannot compensate for a dysfunctional system. When the sys-
tem is functioning well, these other things are all just foofaraw. When
the system is not functioning well, these things are still only empty,
meaningless twaddle.

A well-run organization with well-functioning systems allows
people from top to bottom to do work of which they can be proud.

17
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When we can work well together doing worthwhile work we can cre-
ate a joyful workplace as well. The approaches described in this book
will create pride and joy in the workplace. The current foofaraw and
twaddle that pass for management philosophy won’t bring pride and
joy, only cynicism and resentment.

This chapter is loaded with concepts that some readers may need
time to assimilate, especially those who are new to these ideas. The
ideas aren’t particularly difficult to understand. They are, however,
tightly packed. The reader is encouraged to stay with this chapter and
take it in one mental morsel at a time.

In this chapter we will examine the new leadership competen-
cies. These are areas of understanding and proficiency needed by man-
agers in the new paradigm. Walking down a street, I noticed someone
wearing a T-shirt showing the word “paradigm” with a red diagonal
slash mark through it. I acknowledge this word has been overused and
misused. In this case, however, it is exactly the right word. The leader-
ship philosophy begun by Deming in Tokyo in 1950 is the first funda-
mentally new management philosophy since 1840, the equivalent of
the transition from Newton to Einstein. In fact, Deming may represent
an even greater departure from past ways of thinking. U.S. News and
World Report (1991) included Deming in a list of revolutionary thinkers
that includes, among many others, St. Paul (Christianity is not just for
Jews), Copernicus (the earth is not the center of the universe), Darwin
(we are not specially created, only the most advanced of the life
forms), and Freud (there is much about ourselves that we don’t under-
stand and can’t control or predict). Deming’s contribution to the dis-
continuity of human thought is this: Everything is a system and we are
part of it.

Let us first briefly examine the old competencies: aptitudes need-
ed to survive and excel in the old organization.

1. Forcefulness. Part of a manager’s responsibility was to control
the workforce, making people do what they may be other-
wise inclined to ignore. Good managers could look their peo-
ple square in the eye and get them to respond.

2. Motivator. The “softer” side of forcefulness was the ability to
inspire your people to do great work. The judicious combi-
nation of carrots and sticks, of inspiration and exhortation,
was the manager’s stock-in-trade.

3. Decisiveness. To make quick decisions in the absence of in-
formation was routinely expected of the old-style manager.

4. Willfulness. Good bosses knew what they wanted and were
dogged in their pursuit of it.

18 CHAPTER 2
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5. Assertiveness. A good boss was outspoken. Old-style leaders
could not show weakness or ignorance lest their people run
all over them.

6. Result- and bottom-line-oriented. Bosses held people account-
able for meeting quotas and standards and achieving mea-
surable goals. Maximizing ever-increasing profits every quar-
ter and minimizing ever-diminishing costs: These were the
goals.

7. Task-oriented. Managers kept everyone busy and occupied.
No slacking off, no socializing. People don’t really want to
work and, left to themselves, will screw off. Therefore, be
their conscience and taskmaster.

8. Integrity and diplomacy. Good bosses covered toughness with
tact and amiability. Be honest, fair, and respectful while let-
ting your people know that you know what to do when
things get out of hand.

You get the idea. We have all worked in such environments and
know managers who excel in this set of behaviors. These are still the
prevailing expectations of managers. These old competencies aren’t
wrong. Rather, they are simply inadequate or, in some cases, irrele-
vant.

THE NEW COMPETENCIES

The new competencies are different in nature. They are based on very
different premises, assumptions, and beliefs about people and organi-
zations.

Anyone familiar with Deming’s System of Profound Knowledge will
recognize these approaches. What I present as “the new competen-
cies” is an interpretation of and elaboration on his work, the great
legacy for which I have the deepest respect and gratitude (see also
Deming, 1994).

Competency 1: The Ability to Think in Terms of
Systems and Knowing How to Lead Systems

We are used to thinking of organizations in terms of their structure,
the chain of command, who reports to whom. (See Figure 1-1.) 

The New Leadership Competencies 19
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Deming has taught us to see systems, as represented in Figure 2-2.

20 CHAPTER 2

Cherokee Wisdom and Leadership Competencies

According to Cherokee tribal lore, there is an ancient formula for
success:

■ Clear intention:You must know what your purpose is and persist in
its pursuit.

■ Skillful means: You must have good methods and be skilled in their
use.

■ Affirmation: Your task must have integrity, it must not clash with
fundamental values, it needs support from the tribe and from your
own heart.

Eons ago these were the new leadership competencies.They still are.
Our “new” insights help us to rediscover and deepen our understanding of
these fundamentals for success.

Clear intention

AffirmationSkillful means

Successful
work

Figure 2-1. Cherokee wisdom (adapted from: Dhyani Ywahoo. Voices of
Our Ancestors: Cherokee Teachings from the Wisdom Fire. Boston: Shambhala,
1987).
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Figure 2-2. Deming’s systems view.
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What Is a System?

The following are some characteristics of a system:1

1. A system is a whole composed of many parts (e.g., a car).

2. The systemic unit has a definable purpose (e.g., a car’s pur-
pose is to provide personal transportation).

3. Each part of the system contributes to the system’s purpose
but no part by itself can achieve that purpose (e.g., an auto-
mobile engine cannot provide personal transportation all by
itself).

4. Each part has its own purpose. But when it affects the whole
system it is dependent on other parts. The parts of the sys-
tem are interdependent.

5. We can understand a part by seeing how it fits into the sys-
tem. We cannot understand a system by identifying each
part or the entire unassembled collection of parts.

6. Looking at the interactions among the parts might help us
understand how this system works. But to understand why
this system exists, we must look outside the system, usually
at human events and larger systems. (Why is the steering
wheel on the left in some countries and on the right in oth-
ers?)

7. To understand a system we must understand its purpose, its
interactions, and its interdependencies. When you take a
system apart, it loses its essential characteristics. Analysis
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The New Leadership Competencies

1. The ability to think in terms of systems and knowing how to lead
systems.

2. The ability to understand the variability of work in planning and
problem solving.

3. Understanding how we learn, develop, and improve, and leading
true learning and improvement.

4. Understanding people and why they behave as they do.

5. Understanding the interdependence and interaction between sys-
tems, variation, learning, and human behavior. Knowing how each
affects the others.

6. Giving vision, meaning, direction, and focus to the organization.

1I am indebted to Russell Ackoff for most of what is in this list.
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involves looking at the parts. Synthesis involves looking at
the whole.

8. When we look at an organization, we are looking at a com-
plex social system as well as a technical system.
■ The organization has its interests, purpose, and interact-

ing, interdependent parts.
■ The organization is but one interacting, interdependent

part within even larger systems (e.g., the business, the in-
dustry, the economic community, the nation, the world).

■ Within the organization are interacting, interdependent
parts (e.g., departments, divisions, teams, individuals),
each of which has its interests and purpose that may affect,
in a positive or negative way, the organization’s ability to
achieve its purpose (Figure 2-3).

■ To technical and mechanical interactions, organizations
add the complexity of social interactions—relationships,
teamwork, collaboration, cooperation, community, etc.

Any current situation is the net result of the interaction and interde-
pendence of various factors, forces, and events, as shown in Figure 2-4.

As we have said, the system consists of the dynamic interaction
of various forces and factors that result in some complex situation. If
you wish to understand your current situation—whether it is what
you want or don’t want—you need to understand your system.

The purpose of the system is inextricably linked to the notion of
systems. Without a defined purpose you cannot determine whether
your system is functioning well, poorly, or not at all. Without a clear
purpose you won’t know how to improve or redesign the system.
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Figure 2-3. Systems in systems in systems.
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An inconstant purpose results in a chronically dysfunctional sys-
tem. For systems to respond flexibly to necessary shifts in focus, there
must be subsystems that plan those shifts and assure flexibility of re-
sponse.

The system is the method by which you achieve results. The fail-
ure to achieve desired results is caused by the inadequacy of the
method or system.

Without conscious attention to systems, we will focus on people.
That is what we have been trained to do. Rather than understanding
and improving our systems, we seek better results by exhorting and
seeking to motivate our people. When we don’t understand systems,
we equate improving our people with improving our systems.

People are not the same as organizational systems. They work in
systems, but the systems existed before most of the people were hired
and will continue after the current employees are gone. Improving sys-
tems takes a concerted, well-planned, usually cross-functional effort led
from the top of the organization. When a system is changed, people
need to change what they do. However, changing what people do will
not necessarily change the system.

Applying Systems Thinking

When thinking about systems in the abstract, it is easy to get lost
in esoterica. The practical value of systems thinking, however, is pow-
erful. Consider these statements:
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Figure 2-4. The system as an interacting whole.
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Costs are out of control! I want you all to find ways to reduce costs!
Start by buying less expensive supplies and materials and cut down on
travel expenses!

Reshaping this piece will cost us money! I don’t care if it would make
it easier and cause less breakage for the people in assembly! We won’t
do it!

To improve sales during these last four weeks of the quarter, I am of-
fering a free 36-inch television to anyone who sells 25 percent above his
or her quota!

Systems thinking will help us avoid overly simplistic interpre-
tations and solutions to complex problems. In an age of sound bites
and bumper stickers, we are encouraged to look for slogans and
scapegoats, not the deep, system-based explanations of what is hap-
pening and why. If we want to run a business and improve our daily
work, we must understand systems. More than understanding sys-
tems, we must develop systems reflexes and systems instincts.

“Costs are out of control.” Are they? How do you know? Com-
petency 2 addresses the issue of how indicators (such as costs) vary.
But while we are exploring the first competency, “systems thinking,”
we will consider costs as a system.
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The I-am-not-making-this-up Department

The market for a particular type of paper had gone soft because of
the recession. The paper company headquarters sent word to the plant
manager that inventories for this product were too high; therefore, the
machines making this product should be slowed down. The plant manager
tried to protest, but in the autocratic style of this company he was told to
just “follow instructions.”

What the plant manager knew was that when this machine ran too
fast, it produced many defects in the paper, and the product had to be
scrapped (or “broke” as they say in the paper industry). This machine was
running too fast.

In better times when demand was high, the orders to the plant man-
ager were to “speed up the machine,” which the plant manager also tried
unsuccessfully to protest. So, obeying orders, the plant manager slowed the
machine. This, in turn, resulted in fewer defects and greater productivity,
more paper that couldn’t be sold, bigger inventories, and even fuller ware-
houses. The plant manager? He was fired for disobeying orders.

This is an example of the tragic consequence of the ignorance of sys-
tems on the part of headquarters’ managers.
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Costs are the net output of a series of factors and interacting, in-
terdependent events. If the costs are truly “out of control,” then one
or more factors or events or interactions in the series are “out of con-
trol.” The statement about costs quoted earlier asserts that costs are
“out of control,” a determination that will require data to support it.
The speaker, however, leaps to a solution (“Start by buying less ex-
pensive materials and cut down on travel expenses!”), without an in-
dication of what the cause of the problem is, if indeed there is a prob-
lem. It could be that the cause of the problem is that the inferior,
inexpensive materials already in use cause breakdowns, defects, re-
work, and delays. Buying cheaper goods might only make matters
worse.

The second quotation (“Reshaping this piece will cost us
money!…”) illustrates, again, the absence of systems thinking. Be-
cause “reshaping will cost us money,” the idea is rejected. Reshaping
the piece will make assembly easier and result in less breakage. How-
ever, the manager quoted is concerned about the budget for which he
or she is accountable, and gets no credit for ease of assembly or re-
duced breakage. The remuneration policy rewards managers only for
optimizing their part of the system. So this manager does well but the
larger system suffers.

In the third quotation, the sales manager offers an incentive (a
free 36-inch television) to encourage the sales force to increase sales
and help make the quarterly quota. What is wrong with this way of
thinking? It assumes that:

■ Quarterly quotas are an effective way to increase sales.
■ The quarterly quotas are achievable.
■ The salespeople have the information, knowledge, and re-

sources needed to increase sales.
■ The sales force is functioning at a diminished capacity, con-

sciously or unconsciously withholding a certain amount of ef-
fort.

■ A full effort must be coaxed or coerced out of them.
■ In order to give their full effort, sales personnel need some

kind of material incentive.
■ These material incentives (36-inch TVs) are effective.
■ Forcing sales this month won’t have a detrimental effect on

next month’s sales.
■ The product targeted by the quota is what customers need.
■ Pushing quotas will do no long-term harm to your relation-

ships with your customers.
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This sales manager looks at sales and sales representatives and
sees not a system with a built-in capability, but people who need to be
manipulated and co-opted. If managers learned to see a system of
sales, they could seek ways to improve the system to get better sales re-
sults, rather than resorting to carrots and sticks aimed at “motivating”
people. We will explore systems thinking in more depth in Chapter 3.

Competency 2: The Ability to Understand the
Variability of Work in Planning and Problem Solving

A psychologist attached to the Israeli air force had heard reports that
the flight instructors were being abusive toward the student pilots: of-
fering few compliments, giving public reprimands, screaming, and
using abusive language. The psychologist took on as a project an ef-
fort to develop “kinder, gentler” flight instructors (Kahneman and
Tverski, 1973, McKean, 1985).

In his first encounter with a flight instructor,
the psychologist was told by the instructor that
“kinder-gentler” didn’t work: His compliments to
the student pilots generally led to deteriorated per-
formance. Reprimands, however, usually led to im-
provement.

The psychologist was troubled—but uncon-
vinced—when he heard essentially the same story
from the other flight instructors. He decided to ob-
serve what happened, to see for himself what effect
compliments and reprimands had on the perfor-
mance of the student pilots.

The results were a shock to the psychologist. The performance of
the student pilots generally improved after they were reprimanded
and, indeed, got worse after they were complimented. What the flight
instructors claimed seemed to be true. Based on student pilot perfor-
mance, he could no longer advocate using more “positive reinforce-
ment” or urge the flight instructors to avoid the harsher responses.

The psychologist gave up this project and moved on to other
work. However, the results of this study troubled him. He couldn’t let
go of this problem, even though he gave up the project. During the
following year, he studied other things. In the midst of his other ac-
tivities, he learned something that led him to reexamine the abusive
flight instructor problem.

The psychologist had been studying the concept of variation. Re-
call Figure 2-4, the system as an interacting whole. Learning to fly an
airplane is the result of a variety of interacting conditions, factors, and
events. These factors are not stable. Each varies from day to day. The
weather varies, the planes—each with its own system of interacting
parts—vary, the flight instructor varies, the student pilot varies. There
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are innumerable factors that go into the performance of a student pilot
and no one will ever know all of them. The net results will be varia-
tion.

With his new learning and perspectives in mind, the psychologist
reexamined the performance of the student pilots and how performance
related to the interventions of the flight instructors. The new results, in-
terpreted with a different perspective, yielded a dramatically different
conclusion: Flight instructor reprimands did not result in improved per-
formance nor did compliments result in worsened performance. What
was going on was common cause variation.

Dr. Deming taught us that there are two types of variation. Com-
mon cause variation is built into the system and is the net result of
multiple influences, many of which will never be known. Most varia-
tion—the problems, defects, errors, accidents, mistakes, waste, scrap,
and rework that we suffer on a daily basis—is common cause varia-
tion, built right into the system. Deming calls the other type of vari-
ation special cause variation, a unique event that is attributable to some
knowable influence.

Most variation in our organizations is common cause variation
built right into the system. But it is a common, though misguided,
managerial reflex to regard anything that goes wrong as a special
cause attributable to some person. This is what the flight instructors
did. They attributed “good days” and “bad days” to the pilots, not to
the built-in varying capabilities of the system.

Look at Figure 2-5 and ask, “When is a flight instructor most like-
ly to pay a compliment?” Probably on days 2, 4, 8, or 12. And when
will the flight instructor reprimand the student pilot? Probably on days
6, 9, 13, and 15. In a system of common cause variation, when perfor-
mance is high, it is far more likely to go down than up. When perfor-
mance is low, it is unlikely to stay low. That is the nature of variation
and the intervention of the authority figure has nothing to do with it.
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Figure 2-5. Variation in a student pilot’s performance.
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When they are unaware of the existence of variation built into
the system and have only an illusion of knowledge, managers develop
the equivalent of superstition. Suppose that at the end of a “bad” day,
the flight instructors had the student pilots kiss the fuselage. What is
likely to happen to the student pilot’s performance the next day? It
will improve, not because of kissing the fuselage but because of varia-
tion. Now, no flight instructor would have student pilots kiss the fuse-
lage after a bad day. That would be superstitious! Instead they repri-
mand them. That is not considered superstitious.

How should managers respond to problems? It depends whether
the problem comes from common cause variation or special cause
variation. Without carefully gathered and skillfully analyzed data the
manager won’t know what kind of variation he or she is dealing with.
If the problem results from common cause variation—and most do—
then getting rid of the problem will involve changing the system,
process, or method of work. If the problem derives from a special
cause of variation, then the manager must use data to seek out the
cause of the problem and eliminate that problem at its point of origin.

When a manager fails to understand variation or, worse yet,
doesn’t even acknowledge its existence, serious and chronic problems
result:

■ The manager sees trends where there are no trends. (“Costs are
out of control!”)

■ The manager misses trends where there are trends. (“We have
had a few problems with deliveries but nothing unusual.”)

■ The manager attributes the cause of problems to any individ-
ual nearby at the time the problems took place, even if that in-
dividual had no control over the event. (“Because of recent
flash floods, we have fired our weatherman!”)
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Common Cause and Special Cause

As you read this text there are innumerable minor distractions that
affect how well you can concentrate: background noise or activity, your
own state of mind or health, the condition of the material you are reading,
etc. The net effect of all of these is variation in your ability to concentrate,
all built into the “system” with a predictable range and average of perfor-
mance—if indeed your ability to concentrate could be measured. Now
suppose lightning strikes a tree next to your house, accompanied by a deaf-
ening clap of thunder, or a child runs to you crying, or someone rings the
doorbell. Or suppose all of these things happened at once. These distrac-
tions are extraneous to the system. They are peculiar and identifiable. The
former set of factors affecting your ability to concentrate are common
cause and the latter are special cause factors.
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■ The manager gives credit to individuals for making improve-
ments and performing well when, still, they had no control.
They were just lucky. (“This award goes to our school nurse
because of whom, during this past school year, there were no
reported cases of measles. Congratulations, Miss Bliss!”)

■ The manager does not understand past performance and is not
able to predict future performance.

■ The manager does not understand the current systems,
their vulnerabilities, their capabilities, or whether the sys-
tems need to be improved or replaced.
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In a World Without Data, Opinion Prevails

If the world were a logical place, we would expect to see a correla-
tion between assertiveness and objective truth.

The shaded area represents what would be an ideal and logical cor-
relation. The X’s represent what we commonly observe in everyday life.

Discourse is usually cloaked in the rhetoric of rationality. However,
data is a necessary ingredient to rationality, particularly data showing vari-
ation.Without data, opinion prevails.Where opinion prevails, whoever has
power is king. The ultimate correlation, therefore, is more likely between
assertiveness and clout, not assertiveness and objective truth. It is possi-
ble that managers who wish to hold on to the illusion of power may re-
sist a statistical view of work.
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Figure 2-6. Assertiveness and truth.
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Why Are People So Resistant to Using Data in Planning and
Problem Solving?

This will be addressed further in Chapter 6. Here are my theories
about this dilemma:

■ Math and statistics have traditionally been taught in such a
way that the only point of interest is whether students will be
bored to death or scared to death. By the time people become
managers, they have taken a vow of statistical abstinence.

■ The conventional use of statistics in business is related to fi-
nancial measures (unless, of course, you are in the business of
sports broadcasting, where statistics are often the only things
to talk about).

■ Statistics other than financial data are not seen as relevant data
for executives and leaders. Data showing variation in the sys-
tems, processes, and other key indicators are given a lesser status
and left for people of lesser status to attend to. Executives ignore
these data.

■ As a way of avoiding any statistical work, we resort to defen-
sive strategies such as ridicule. The most common ex-
cuse—“There are lies, damned lies, and statistics”—is a cliché.
(No one ever says “lies, damned lies, and the annual budget,”
which would probably be more true.)

■ Data are not asked for. When executives and top-level managers
expect data and ask questions that can only be answered with
data, data will start becoming the language of the realm. This, of
course, would require that executives understand data and
apply them.

■ Too often there are plenty of data that are useless and ignored
or useful and still ignored. Many companies, such as Ford and
GM, have gone through a measurement overhaul, purging the
unuseful data and reducing reports by as much as 90 percent.
Only the significant few remain. To do this, however, requires
a knowledge of systems and statistical thinking.

Competency 3. Understanding How We Learn,
Develop, and Improve; Leading True Learning
and Improvement

Lifelong learning and improvement for individuals, organizations,
and communities are no longer optional. Consider the following (I
am grateful to Malcolm Knowles for this concept).
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Over the course of history, as illustrated in Figure 2-7, there
have been two trends related to learning. One is the increasing life
span. The other is the frequency of technological, economic, social,
and political change. As life span has increased so has the frequency
of change. The implications:

■ Education is no longer an undertaking of our younger years
that is applied in our adult years. Learning must be lifelong.

■ Education no longer consists of a single set of lessons that en-
dure over several generations. The lessons change continuous-
ly within our individual lifetimes.

■ Our schools must lead students. The root of the word educate
is the Latin word for lead. Schools must lead students into
learning how to learn. This is not at all the same as teaching.

■ Our organizations and communities must be centers of life-
long learning. We must radically rethink the notion of on-the-
job learning.

■ Organizations without systems of continuous learning are
probably doomed to obsolescence.

How Learning Takes Place: Theory and Application

Here are two quotations, each from renowned
statistical thinkers. These quotations appear to con-
tradict each other, but they say the same thing:

“All theories are wrong, but some are useful.”—Dr.
George Box

“All theories are right, in some world.”—Dr. W.
Edwards Deming
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What each is saying is that the proof of a theory is in its success-
ful application. Theories by themselves prove nothing. “Costs are out
of control!” is a theory. It means nothing until tested against an appli-
cation, in this case data that will verify whether or not costs are out of
control.

Theory by itself teaches nothing. Application by itself teaches
nothing. Learning is the result of dynamic interplay between the two.

Figure 2-8 illustrates the basic dynamic of learning. 

We have something in mind that we believe to be true:

■ Costs are out of control!
■ Complimenting student pilots is detrimental to their perfor-

mance.
■ People will work harder if we offer incentives.
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hypotheses,

guesses

Experience,
observation,

real life
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Data

True learning
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Interaction

Figure 2-8. Theory and application.

Theory? Hypothesis? Hunch? Guess?

These are statements or opinions that are in need of proof or at least
improvement. A recipe is a theory that suggests that if you follow these di-
rections you will have the dish you desire. The only way to learn if the
recipe theory is valid is to use it. Then you can improve on the recipe and
test that theory as well. A checklist is also a theory. The theory is that if
you complete every item on the checklist, things will go well. When things
don’t go well, we have learned that our checklist needs improvement. In
the same way, an annual plan or an annual budget is also a theory.

schlts02-10-12.qxd  8/20/01  8:34 AM  Page 32



■ Our television commercials will result in increased sales if we
feature hyperactive people talking at a manic pace.

■ We must hold our teachers accountable!

These are hypotheses. Most managerial dictums are hypotheses. A
hypothesis by nature is useless unless proven by data. To apply data or
any other observable test, we must define what it is we are looking for.
The ability to operationally define our hunches allows us to look for data
that confirm or contradict our assertion. For example, what exactly does
“out of control” mean? For that matter, what is a “cost”?

Asserting an opinion as a fact is a lot easier. Pretending that our
assuredness reflects objective truth is certainly convenient. However,
if we want to understand what is truly going on and learn what is
necessary to improve the situation at its source, we need to test our
beliefs against data. If we don’t do this we will not identify and elim-
inate the chronic causes of problems. At best we will only provide
ourselves with “temporary symptomatic relief.” Managers must see
themselves as experimenters who lead learning, not dictators who
impose control. Something that Dr. Deming taught the Japanese
serves to underscore the manager’s role as an experimenter and the
leader of the learning cycle. It is the PDSA cycle.

The PDSA cycle is a never-ending cycle of learning and im-
provement that Deming developed, based on what he learned from
his mentor, Walter Shewhart. Deming taught it to the Japanese in
1950. He called it “the Shewhart cycle” and the Japanese call it “the
Deming wheel.”
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Deming preferred the word “study” to the word “check,” which he
believed implied “constrain.” The Japanese have called it PDCA for decades.
The application of PDCA and the spirit and intent of PDSA are nowhere
more pervasive than in Japan. I have chosen, however, to defer to Dr. Dem-
ing’s terminology.
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Figures 2-9 and 2-10 make more explicit the connection between
PDSA and the nature of true learning.

The PDSA cycle may be used to test changes associated with
long-term goals (our five-year plan, our vision and values) or with
shorter-term cycles (our weekly staff meeting). PDSA can be applied to
any recurring activity, such as our annual planning process or every-
day work in regularly recurring processes—billing, order taking, ma-
terials handling. We cannot promise that nothing will go wrong, but
PDSA builds forgiveness into our work and a promise that we will
learn from things gone wrong.

34 CHAPTER 2

Figure 2-10. The ongoing cycle of learning and improvement.

We integrate the 
lessons learned from 

our check or study. We 
reformulate our theory. 
We adjust our methods. 
We identify what more 

we need to learn.

We identify our 
purpose and goals. 
We formulate our 
theory. We define 
how we will measure 
success. We plan our 
activities.

We monitor the outcomes, 
testing the validity of our 

theory and plan. We study 
the results for signs of 
progress or success or 

unexpected outcomes. We 
look for new lessons to 

learn and problems 
to solve.

We execute our plan, 
undertaking the 
activities, introducing 
the interventions, 
applying our best 
knowledge to the 
pursuit of our desired 
purpose and goals.

Act

Study

Plan

Do

Figure 2-9. Learning and PDSA.

Plan Act-Plan Act-Plan

Do-Study Do-Study Do-Study
Application

Theories

schlts02-10-12.qxd  8/20/01  8:34 AM  Page 34



Not All Learners Learn Alike

Much has been written in recent years on the different ways in
which people learn. Our traditional classrooms seem based on the un-
spoken premise that all students learn in exactly the same manner.
This may have been sufficient 200 years ago when there wasn’t much
to learn and education was finished in a few years. But now, when
learning how to learn is important, a student must learn how he or
she learns best and then make sure his or her learning needs are met
in the learning environment. Teachers must expand their teaching
methods beyond how they were taught, or how they learn best, to ac-
commodate different kinds of learners. One approach to understand-
ing learning differences is taught by Dawna Markova who, with Anne
Powell, wrote How Your Child Is Smart (1992).

There are many theories about learning differences that have led
people to think of themselves as visual, auditory, or kinesthetic learn-
ers. Traditional definitions of these types of learners are:

■ Visual learners

— Visual learners learn first by watching and reading and
writing.

— The written word is important.

— Students express themselves through charts, graphs, and
pictures.

■ Auditory learners

— Auditory learners learn first through hearing and convers-
ing.

— The spoken word is important.

— Students express themselves through discussion, conversa-
tion, and sounds.

■ Kinesthetic learners

— Kinesthetic learners learn first by doing it—experience and
activity.

— Objects, actions, and feelings are important.

— Students express themselves through movement, gestures,
and touch.

Markova’s The Open Mind (1996) is an approach to understand-
ing learners and how they learn. An important insight offered by the
open mind approach is that all three perceptual channels—visual, au-
ditory, and kinesthetic—are essential to each person’s learning
process. They are triggers to three brain wave patterns, which corre-
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spond to three different kinds of mental functioning. According to
this approach, the three perceptual channels work together in one of
six possible personal thinking patterns: AKV, AVK, VKA, VAK, KAV,
and KVA.

A learner’s pattern is the most comfortable and functional se-
quence in which to receive and process auditory, visual, and kines-
thetic information. A person is most comfortable learning with the
first channel in his or her pattern, but needs the other two kinds of
input as well to learn most effectively.

While people who consider themselves to be auditory learners
may be comfortable learning with a lecture approach, the information
will “stick” when they have also had something to look at and some-
thing to do in the learning process. Similarly, kinesthetic learners may
get energized by hands-on activities and simulations, but their active
learning will be enhanced by follow-up that includes reading and dis-
cussion, for example.

Training programs are usually based on the premise that “we all
learn the same way.” Trainers must realize that learning will be most
effective, long-lasting, and retrievable when all of our senses have
been used in the process. Offering a variety of learning options may
meet the needs of more learners in the training process.

Some comments on the process of learning:

■ The emphasis is on learning and how the learner learns, not on
teaching and how the teacher teaches.

■ Teaching can take place without it resulting in learning. It is
possible—and not uncommon—for learning to take place
without teachers and teaching.

■ The old adage was, “If the student hasn’t learned, the
teacher hasn’t taught.” I don’t see the truth or usefulness of
that statement. I prefer to say, “If the learner hasn’t learned,
the system is not yet adequate.”

Applying Understanding of How We Learn, Develop, and
Improve

Without understanding how we learn, develop, and improve,
leaders create a number of vulnerabilities for themselves and their or-
ganizations:

■ Not understanding the difference between change and im-
provement, managers introduce and allow others to introduce
interventions that are illusions of progress and create only a
temporary infusion of optimism, not real improvement.
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■ Leaders are plagued by thought without action or, more com-
monly, action without thought.

■ Problems remain unsolved. At best they disappear for a while
only to reappear. People don’t know why the problems disap-
peared or why they reappeared.

■ The organization that doesn’t know how to learn doesn’t
know how to improve, how to improve learning, or how to
improve improvement.

■ The organization becomes a victim of the current fad, whatever
management program du jour is currently in vogue. People be-
come cynical, having learned that this fad will come and go
only to be replaced by another. Thus, they take none of them se-
riously.

Competency 4. Understanding People and Why They
Behave as They Do

We Americans like to see ourselves as sensitive to people. “People are
our most important asset” is the boast of many managers. Our
rhetoric is humanitarian. When looked at closely, our premises, re-
flexes, relationships, and leadership behavior are not.

Why People Do What They Do

To a great extent, people behave in a way consistent with how we
expect them to behave. In his landmark work, The Human Side of En-
terprise (1985), Douglas McGregor described the two sets of manageri-
al assumptions and how they affect employee behavior. (See Chapter
9, p. 298.) More recently Dov Eden explored the same subject in a fas-
cinating book, Pygmalion in Management (1990).

If a manager wants to know why people do what they do, a good
starting point is for the manager to examine his or her own expecta-
tions. There is a good likelihood that self-fulfilling prophecies are at
work.

Motivation

How can managers motivate their people? They can’t. Frederick
Herzberg established this thirty years ago (1966, 1968). It is the ulti-
mate management conceit to believe that we can motivate people.
Motivation is not some substance we can infuse from the outside, like
a bone marrow transplant.

All of our efforts to motivate our people are based on common-
ly shared myths. Managers can, it is true, demotivate. Suppose your
boss came in tomorrow and told you, “Because we’re trying to cut
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costs, we are reducing your salary by 50 percent.” Such an announce-
ment might result in less effort on your part and a worsened perfor-
mance. You would be demotivated. Suppose your boss made a differ-
ent announcement: “Beginning tomorrow, your salary will be
doubled!” Will you be happy? I should think so! Will you be motivat-
ed? Will you do a better job? No, you won’t. There may be a tempo-
rary “halo effect” while—after the manner of a special cause—you pay
closer attention, put in extra hours, and put in some extra effort. But
this likely will not last long (not even the joy of more money will last)
and you will quickly return to common cause variation in your per-
formance. Consider the implications of someone being able to moti-
vate you to a higher level of performance through some kind of re-
ward. What this would say about you is that you have been
withholding some reservoir of effort, waiting for it to be bribed out of
you. None of us would say that about ourselves. Nor do we say that
others are holding back, waiting for a bribe. However, with our con-
tests and merit pay and incentive bonuses, we act as though it were
true.

In his important book, Punished by Rewards, Alfie Kohn (1993) re-
minds us of Harry Levinson’s observation that between the legendary
carrot and stick stood a jackass. The efficacy of the carrot and stick moti-
vational approach, if there is any efficacy at all, seems to be limited to
that species. But managers commonly accept as unquestioned truth the

belief that people must be motivated
through a combination of promises of re-
ward (carrots) and threats of punishment
(sticks). What a cynical and perverted
view of people, especially in a country
that sees itself as humanitarian.

Herzberg calls such motivation KITA
(for “kick-in-the-pants”). There are posi-
tive KITA (carrots) and negative KITA
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Knute Rockne: The Great Motivator

Didn’t Knute Rockne motivate the Fighting Irish, in his stirring half
time speech, to “win one for the Gipper”? The never-asked alternative
question: “Would Notre Dame have won the game without the speech?”

I submit that what won the game was the training, conditioning, and
coaching that began years before the fateful game. The system won the
game, not the oratory. But my version, I admit, would not have made as
good a movie.
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(sticks). The problems with both positive and negative KITA, according
to Herzberg and Kohn:

■ They don’t work (except for short-term, noncomplex confor-
mity).

■ They are detrimental to the relationships between:

— The motivator and the one to be motivated

— The one to be motivated and his or her peers

As pictured in Figure 2-12, KITA locks the manager and the subordi-
nate in a parent–child relationship. When rewards are a matter of in-
ternal competition among coworkers, they create winners and losers
and adversarial relationships among those who should be colleagues.
Imagine the impact of competition on teamwork and collaboration, as
well as among managers who claim to be humanitarian.

The New Leadership Competencies 39

Sticks
(negative KITA)

Carrots
(positive KITA)

External motivation (KITA)

What is motivation?

Figure 2-11. External and internal motivation.

Motivator Motivatee

Parent
Adult
Child

Parent
Adult
Child

Figure 2-12. The relationship between the motivator and the motivatee.
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Relationships

Understanding people requires understanding relationships.
Leading people requires establishing personal relationships, nurturing
these relationships on a daily basis, and encouraging others to form
and nurture relationships as well.

What is a relationship? By relationship I mean a good, old-fash-
ioned, one-to-one, personal relationship, face-to-face, first name to
first name. Some characteristics of this kind of relationship:
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Reading for Pizzas: External Motivation versus
Internal Motivation

My friend Dave from Indianapolis was upset. His daughter Emily had
been a good student, an avid reader … that is, until Pizza Hut got into the
reward business. It seems Pizza Hut provided teachers with coupons for
free pizzas to be awarded to a student when he or she had completed ten
books. Dave’s daughter started reading shorter and less challenging books
or just skimmed longer books, so she could get more coupons.

Meanwhile, Emily’s classmates also started reading more books. Even
those who were not readers started reading. The books they read were
short and simple, but at least these kids were reading something. The stu-
dents who, like Emily, were avid readers, switched their reading preference
to short, simple books.

Eventually, however, Pizza Hut’s reading-for-pizzas campaign ended;
and so did the reading by those who used to be avid readers of challenging
books as well as by those who didn’t read.

“What my wife and I unwittingly allowed Pizza Hut to do,” said Dave,
“was substitute their external motivation for our daughter’s internal moti-
vation. They replaced her reason for reading and then eventually their sub-
stitute reason was removed.” With pizza coupons no longer available, the
kids in the class felt that there was no longer a reason to read.

This story—a true incident—demonstrates a fallacy of all incentive
programs. Research on rewards, merit and incentive pay programs—among
adults as well as children—shows them to be ineffective and, as in Emily’s
case, even harmful.

To many this will come as a shock. Reward, incentive, motivational,
and merit programs are almost always sincere, well-intentioned efforts to
recognize the good that people do. How could they be the wrong thing to
do? How could they be ineffective and even harmful? To read more about
this from a valuable resource, with a wealth of rigorous documentation,
read Punished by Rewards by Alfie Kohn. (Excerpted from Small Business
Forum. Madison,WI: UW Extension.Winter 94/95, p. 71 ff. “Reward and in-
centive programs are ineffective—even harmful.”—Scholtes)
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■ You listen to each other’s stories. You are able to tell your sto-
ries to each other.

■ Each respects the other and knows how to show respect in
ways the other wants respect to be shown.

■ Each knows the other well enough to know what the vulner-
abilities and hot buttons are. Each cares enough about the
other to avoid those vulnerabilities and hot buttons.

It is obvious that no one person can have this kind of relation-
ship with everyone else. However, it is possible to have an organiza-
tion where everyone is known and has relationships with others. No
one should be unconnected. We spend too much of our lives in our
workplaces to experience an isolated and solitary existence for long
periods of time without human contact and interaction.

The nature of the manager–employee relationship in most orga-
nizations is patronizing and paternalistic. Eric Berne is the founder of
transactional analysis, whose writings unfortunately became associat-
ed with the psychobabble of the 1970s human potential movement.
He deserves better. Berne popularized and significantly developed the
teachings of Freud. Berne taught that each of us has three “ego states,”
three postures in relation to others:

■ Parent: at best is nurturing and supportive; at worst is judg-
mental and controlling.

■ Adult: at best is realistic, logical, and rational; at worst is affect-
less.

■ Child: at best is playful and creative; at worst is rebellious and
spiteful.

Most managers assume the stance of parent, giving those around
them little choice but to assume the position of child. Figure 2-13 de-
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Boss posing 
as parent

Subordinate 
posing as child

Figure 2-13. The boss–subordinate relationship in a conventional organization.
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picts this relationship. Sometimes it happens that subordinates as-
sume the role of child, making it difficult for the boss to take any
stance other than parent. The unspoken message from the parent-boss
to the subordinate-child, in the conventional paternalistic relation-
ship, is “I’m OK, you’re not OK!”

In relationships there are four possible positions, as pictured in
Figure 2-14.

“OK” means basically competent and reliable; having high value
as a person and an employee. “Not OK” means incompetent and/or
unreliable; untrustworthy as an employee and/or a human being.

Only one of the positions in Figure 2-14—I’m OK, you’re OK—
represents a healthy relationship with the world around us. The other
three represent different forms of social pathology. The conventional,
paternalistic boss–subordinate relationship is based on a form of so-
cial pathology:

■ I’m OK, you need motivation.
■ I’m OK, you need carrots and sticks.
■ I’m OK, you need performance appraisal.
■ I’m doing my best, you need to be given incentives in order to

get you to make an effort.

Managers intervene with their employees’ behavior in ways they
would deem unnecessary for themselves. Because they were expected
to be the stern taskmasters, managers in the old paradigm were en-
couraged not to get personal with subordinates. Contrast this with Tom
Chappell, president of Tom’s of Maine, who encourages the forming of
personal relationships with and among his people and who believes in
the power of listening to people as they tell the stories that convey
who they are and what the values are that shape them. Tom Chappell
wants his employees to know each other not merely by job category,
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You’re 
OK

You’re 
not OK

I’m not OK, 
you’re OK

I’m not OK, 
you’re not OK

I’m OK, 
you’re OK

I’m OK, 
you’re not OK

I’m not OK I’m OK

Figure 2-14. I (the boss) am OK, you (the employee) are OK.
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but in a way that brings each one into each other’s lives. Peter Block
calls this “connectedness.” At Tom’s of Maine they seek to create not
only a business but a community of people. The notions of personal
relationships and community are then extended to customers, suppli-
ers, owners, financial partners, the local community, and government.
“I… found myself thinking about… my company not only as a private
entity but in relation to other entities—employees, financial partners,
customers, suppliers, even the earth itself. Living in a community, we
are relational, and we have obligations that go along with those rela-
tionships” (1993, p. 16). Tom Chappell had discovered for himself and
his company the human side of systems thinking.

Trust

An understanding of people and relationships requires an under-
standing of trust. Trust requires the coexistence of two converging be-
liefs, as pictured in Figure 2-15. When I believe you are competent and
that you care about me, I will trust you. Competency alone or caring
by itself will not engender trust. Both are necessary.

Each is demonstrated over time. Thus relationships take time to
unfold. When something happens that leads me to doubt either your
competence or your caring, it will take a while to rebuild trust.

When the starting point between individuals or groups is dis-
trust, there needs to be a thoughtful series of activities that will allow
each party to test its willingness to believe in the other’s competence
and caring. When you are starting to work with parties to an adver-
sarial relationship, begin by doing simple, low-risk activities. For ex-
ample, learn something new together. Gradually plan your coopera-
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Figure 2-15. Trust, respect, affection.

(Affection) Trust

Distrust (Respect)

High

Benevolence:
The extent to

which I believe
you care about

me and will
continue to back

me up

Low
Aptitude: The extent to

Low which I believe you are High
competent and capable. 
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tion around activities that are more and more challenging. The small
increments of risk and trust won’t seem like great steps forward. But
the slow, steady progress over time can be substantial indeed. (I am
grateful to Liz Freeman and Roland Coates for the ideas on which
these comments regarding trust-building activities for adversaries are
based.)

Competency 5: Understanding the Interaction and
Interdependence between Systems, Variability,
Learning, and Human Behavior; Knowing How Each
Affects the Others

The list of new leadership competencies presented earlier in this chap-
ter is based on Dr. Deming’s system of profound knowledge, though
phrased slightly differently. In Figure 2-16, I have chosen to use Dr.
Deming’s terminology. The meaning is the same.

While we have explored each of the four areas of profound knowl-
edge separately, it is essential to understand that the four areas are an
interactive, interdependent system of knowledge. One cannot fully un-
derstand or apply one area of profound knowledge without under-
standing the other three and how all four areas impact upon each
other.
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Appreciation 
for a system

Theory of 
knowledge

Psychology
Knowledge 

about
variation

Figure 2-16. Dr. Deming’s system of profound knowledge.
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One of my first experiences in applying Deming’s philosophy was
with the City of Madison, Wisconsin Motor Equipment Operation.
Motor Equipment was responsible for maintaining and repairing city ve-
hicles, ranging from police cars to garbage trucks, snow plows, and Zam-
bonis. I had developed some expertise in the areas of organization de-
velopment and teamwork. I worked with the late Dr. Bill Hunter, a
statistician from the University of Wisconsin, who was also very knowl-
edgeable about Deming’s philosophy.

In the first meeting with the people from the First Street Garage,
where motor equipment was located, we asked them, “What are your
biggest problems?” “Morale!” was their immediate and universal re-
sponse. I didn’t want to work on morale problems because they are
symptoms of something else and working on them usually involves a
lot of useless complaining. I got them to agree to defer working on the
morale problem.

They started to work on two other projects: customers’ feedback
and cycle time. The immediate customers of the Motor Equipment
Operation were the other municipal agencies that needed their vehi-
cles to be up and running: the Police Department, Parks Department,
Streets Department, etc. The Motor Equipment people did surveys
and interviews of their customers to learn their perceptions regarding
the services of Motor Equipment. They identified the chief customer
complaints and the customers’ priorities (which types of jobs should
take priority over others). Much to their delight, the Motor Equip-
ment people also learned that, for the most part, the customers were
pleased with their service.

The cycle time project studied how long it took from the time a ve-
hicle broke down until it was back in service. They identified all the
stages of the downtime process and how much time each consumed.
Then they spun off some subprojects aimed at reducing the cycle time.
For example, one effort was aimed at reducing the time spent waiting for
parts. After six or eight weeks of involvement in such activities, I sug-
gested at a meeting, “Now let’s talk about the morale problem.” “What
morale problem?” they responded.

The original presented problem, morale, was part of the psychol-
ogy area of the system of profound knowledge. I suggested, instead, ac-
tivities focused on understanding the system, beginning with the cus-
tomers, who are the end point and purpose of the system (a second
area of profound knowledge). The study of the system and cycle times
inevitably involved studying variation in the components of cycle
time: which delays were due to unique (special) causes and which
were built into the current system (common cause). This is, of course,
a third area of profound knowledge. Knowledge of the system and
variation allowed them to focus on improvements dealing with the sys-
temic causes of problems. Because of their expanded knowledge of
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customers, systems, and the methods of improvement, the Motor
Equipment people made dramatic improvement on problems that
had plagued the operation for decades. (Learning, knowledge, and im-
provement are the fourth area of profound knowledge.) All of this led
to excitement, pride, great motivation, and an evaporation of the
morale problem.

The example of the Israeli air force flight instructors described
earlier in this chapter is an example of interacting areas of profound
knowledge. Because the flight instructors didn’t understand variation,
they attributed all problems to the student pilots. Because problems
were simplistically attributed to the student pilots, the instructors
couldn’t understand the systemic nature of the problems, and so
missed the opportunity to make real improvements in the pilots’ ca-
pabilities. The additional and unfortunate by-product of this culprit
mentality was, undoubtedly, unnecessary stress, anxiety, guilt, and
anger for the student pilots and needlessly impaired relationships be-
tween them and the flight instructors. Such strained relationships pre-
sumably would get in the way of the instructors and pilots working
together to improve the learning process. Thus, the interactions with-
in the system of profound knowledge go on and on.

Anything of importance, whether it is a problem to be solved or
an accomplishment to be attained, involves an understanding and ap-
plication of all parts of the system of profound knowledge. We must
learn to see all four areas as interactive, interdependent, and concur-
rent.

Today, problems and needs are complex. We cannot make
progress by applying simplistic solutions to complex problems. The
system of profound knowledge allows us to see those complexities
more clearly and deal with them more realistically. To Justice Oliver
Wendell Holmes has been attributed the statement, “I wouldn’t give
a fig for the simplicity on this side of complexity, but I would give my
life for the simplicity on the other side of complexity” (Cawthon,
1996). Justice Holmes, perhaps, was articulating the need for pro-
found knowledge.

Competency 6: Giving Vision, Meaning, Direction, and
Focus to the Organization

In order to maintain the cohesiveness of an organization and the in-
tegrity of its systems, all the members of an organization need to
know the following:

1. Who are we?

2. What business are we in?

46 CHAPTER 2

schlts02-10-12.qxd  8/20/01  8:34 AM  Page 46



3. What businesses are we not in?

4. Where are we headed in the long term?

5. What are the priorities for the short term?
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Solipsism: Obscure and Wonderful Word #1

Solipsism is the belief that nothing exists outside of yourself. If you,
while reading this book, believe that this book and everything around you
are figments of your imagination, you are solipsistic… and a little loopy; get
help!

Engine Charlie Wilson, former CEO of GM, once said, “What is good
for GM is good for America!” Engine Charlie was indulging in solipsistic
thinking on behalf of GM.

Grades in school may be another example of solipsism. The purpose
of a school is learning. We create a surrogate indicator of learning: grades.
Then we collude with each other to pretend that grades are an accurate
indicator that learning has or has not taken place.We no longer even ques-
tion the legitimacy of grades.

Another example: sweeps week.Twice a year there are weeklong sur-
veys of TV viewership. The ratings during sweeps week are important be-
cause they determine what the networks charge for advertising. The solip-
sism is this: We pretend that the programs during sweeps week are
representative of the networks’ regular fare and that the ratings during
sweeps week are indicative of something real.

Another example: The Discipline of Market Leaders, a book that made
The New York Times list of best-selling books. This occurred because those
behind the book were able to identify which stores around the country
were used by The New York Times as their sample for calculating which
books were best sellers. By buying up their book at these stores, they
could artificially inflate the figures. The solipsism: pretending that The New
York Times list accurately depicts the sales of books (and that the volume of
sales of books is an accurate measure of what is worthwhile to read).

Organizations often indulge in solipsistic thinking when they engage
in planning. Managers pretend that the only important measures—of cus-
tomer satisfaction or business success—are the measures that they as
managers agree on. The history of business is replete with companies that
met their goals and targets… and still failed. This was because their mea-
sures were reflective mainly of their inner world, their solipsism.

Leaders must be sure their measures of success or failure reflect the
real world outside themselves and their organization. There is a difference
between having a vision and suffering from a hallucination.
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6. What values and principles should be characteristics of all
our relationships and all of what we do?

7. What is my own personal job and how do my functions
and operations fit into the larger purposes and systems of
the organization?

8. What is the best way to do my job and what is expected of
me? By whom? What is a “good job” and who defines it?

9. How will improvements to my job be accomplished? Who
will do the improvements and by what methods? Will I be
involved in these improvements? How?

10. What sources and forms of feedback are available to help
me know how I’m doing?

Conventional organizations pay scant attention to these issues.
The answers to the first six questions, dealing with organizational pur-
pose and direction, are often ambiguous and constantly shifting. With
no purpose there can be no system. With an unclear or inconstant
purpose the system will suffer from chaos and dysfunction. Chapters
5 and 6 address the first six questions. If the answers to the first six
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Inch-Deep, Mile-Wide Thinking

I worked with one company that had 88 top priorities for the year. At
midyear they realized they had accomplished none of the priorities, so they
dumped some and added others—maintaining a total of 88. Near the end
of the year, when it was clear that they would accomplish nothing of sub-
stance, they vowed to do better in planning for the following year. They
brainstormed a list of priorities—about 80 of them—and then tried to re-
duce the list. But it became like Congress at budget time—each manager
lobbying for his or her own pet project, trade-offs, and compromise. No
systems thinking.

Realizing that they were repeating the mistakes of the previous year,
they sought to knuckle down and reduce the priorities to a doable few. Sad
to say, all they accomplished was to take the excessive number of priori-
ties and group them into categories and declare each category a priority.
They went from about 80 priorities to about 10 priorities, each of which
had multiple subpriorities. Nothing changed except the complexity of the
sentences in their goal statements. I decided not to interfere with this
“inch-deep, mile-wide” process. Instead I limited my work with them to
only one of the subpriorities. We went, successfully in this case, “a mile-
deep-and-an-inch-wide” on that one priority.
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questions on our list (those that deal with organizational purpose and
direction) are unclear and inconstant, the answers to the last four
(dealing with individual purpose and direction) will also be unclear
and inconstant. Organizational ambiguity leads to individual confu-
sion. Questions 7, 8, 9, and 10, dealing with an individual’s clarity and
purpose regarding his or her job, will be looked at in Chapter 4.

Dr. Noriaki Kano is a professor of management science at Tokyo
Science University and one of the leading teachers of quality in Japan.
He has worked with many managers of American companies. His ad-
vice to us: “Americans tend to go an inch deep and a mile wide. You
must learn to go an inch wide and a mile deep.” We must learn to do
fewer things thoroughly rather than many things inadequately. Cre-
ating direction and focus for an organization requires that leaders
consider all the worthwhile things to do and say no to most of them.

While Chapters 4, 5, and 6 look at this in more practical detail,
for now I am simply suggesting that knowing how to give direction
and focus is an essential and necessary competency for contemporary
leaders. Leaders who don’t know how to provide direction and focus
to their organizations on a daily basis are incompetent.
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SUMMARY

Life is not simple. Organizations are complex systems of social
networks and technical processes. Simplistic approaches will not
help resolve complex problems. The first thing a leader must learn
to do is think differently.

In this chapter we have looked briefly at a handful of
competencies leaders will need to make things happen, get things
done, create products and services people can be proud of, and
create an environment of joy at work.

We have skimmed the surface of systems thinking, one of the
six new leadership competencies. In the next chapter we take
another look at systems and draw some practical conclusions for
leaders.

50
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CHAPTER TWO ACTIVITIES

Questions for discussion

1. How do you motivate employees?

2. How does your answer to the previous question differ from what is described in
Chapter 2?

3. A. What have you learned lately? (Some understanding or skill that is new to
you.)

B. How did you learn it?

C. Is this typical of how you best learn?

51
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Radar chart for self-assessment

■ Below is a radar diagram, a form for recording one’s own relative competence
regarding various capabilities. The capabilities correspond to the new leadership
competencies described in this chapter.

■ The radar chart consists of 18 areas of competence divided into six categories.
■ This chart is divided into four concentric circles or levels. Level 1, close to the center,

indicates almost total ignorance of the competency. Level 4 indicates a high degree
of mastery and application.

Directions

■ For each competency, place a dot on the corresponding “spoke” on the radar
chart indicating your current level of understanding and application.

■ When you are done, connect the dots. The resulting picture will look like an
erratic spiderweb, showing your strengths and your opportunities for further
development.
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Level 1: 
I couldn’t pick it out 
of a police lineup.

Level 2: I am vaguely
familiar with it.

Level 3: I apply this, 
but inelegantly, I need 

a lot of coaching.

Level 4: I understand it. I 
know when to use it. I use it.

Level 3: I apply this,
but inelegantly, I need

a lot of coaching.

Level 2: I am
vaguely familiar with it.

Level 4: I understand it. I
know when to use it. I use it.

Level 1:
I couldn’t pick it out
of a police lineup.
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Some Suggestions

■ You might ask a trusted colleague to do a radar diagram indicating his or her
perception of you.

■ If you are part of a team, you might have each individual do a chart on a blank
overhead transparency. Then lay the individual diagrams on top of each other,
project them onto the screen and see where the collective, self-perceived
strengths and development opportunities are.

The Competencies

A. Systems thinking

1. Understanding the difference between systems and such things as structure
and policy

2. Reflexes to see contexts and flows

3. Instincts to seek systemic causes, not culprits

B. Variability of work

4. Knowing the difference between common cause and special cause of varia-
tion

5. Knowing how to respond to common cause variation and to special causes

6. Gathering various important data in appropriate time-ordered charts

C. Learning

7. Understanding when a statement is theory or opinion versus fact, and act-
ing accordingly

8. Knowing how different people learn differently

9. PDSA

10. Providing systems and resources for lifelong learning

11. The difference between change and improvement

D. Psychology and human behavior

12. Understanding and applying the concepts of internal versus external moti-
vation and demotivation

13. Developing relationships and community within the organization and with
those outside

14. Developing and nurturing trust

E. Interactions

15. Seeing the interdependence between systems thinking, variation, learning,
and human behavior

F. Vision, meaning, direction, and focus

16. Starting with clarity of purpose

17. Going an inch wide and a mile deep

18. Developing and continuously communicating a clear sense of direction and
focus
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INTRODUCTION

In the previous chapter we explored systems thinking as a new man-
agement competency. In this chapter we look at systems and systems
thinking in more depth.

Before we continue, let me establish some loose definitions of
terms, at least what I mean by them. Systems thinking refers to the gen-
eral reflex or habit of conceiving of reality in terms of interdepen-
dencies, interactions, and sequences. It is a way of thinking at the
broadest macro-level (the galactic system) or the smallest micro-level
(the genetic DNA system). Most of us work with systems somewhere
in between those two extremes.

Beyond the generic use of the word systems, I use different words
to differentiate different scales of systems or systems thinking:

■ System refers to interactions and interdependencies on a large
scale. Systems consist of subsystems or, if they’re small
enough in scope, processes. What is the point at which some-
thing is no longer a system or a subsystem but becomes a
process? I don’t know. (When does a ship become small
enough to be called a boat?)

■ Processes refer to the components of a system. Processes have
purposes and functions of their own, but by themselves
processes cannot accomplish the purpose of a system.

■ Methods refer to components of the process that have their
own purpose and function but the value of the method is seen
only through its interaction with other methods that make up
the process.

■ Steps refer to components of a method. One event in a se-
quence that interacts with the other steps to serve the purpose
of the method.

An example:

■ System

— Macro-system:

- PepsiCo’s international operation

- The worldwide Pizza Hut chain

- A regional Pizza Hut organization

— System:

- One Pizza Hut restaurant

- One restaurant’s kitchen operation

— Micro-system

58
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- Making pizzas
■ Process

— Macro-process: Making a specific pizza

— Process: Making pizza dough

— Micro-process: Rolling out pizza dough
■ Method

— Rolling out pizza dough by feeding it through a machine
that flattens it, or

— Rolling it out by hand, or

— Spinning it in the air
■ Step

— Dusting the surface with cornmeal before rolling out the
pizza dough

THE SIPOC MODEL

What all of these systems, processes, methods, and steps have in
common is the SIPOC model. The SIPOC model (Figure 3-1) is an-
other version of Dr. Deming’s systems view (see Figures 1-2 and 2-2).

The SIPOC model begins with purpose. Without a purpose there
is no SIPOC, there is no system. “Clean off the table, please.” Unless
the context makes it evident, the purpose of this request is not suffi-
ciently clear to let you know what method (steps/process/system) to
use. The table-cleaning methods appropriate for playing cards, eat-
ing, or performing surgery would be quite different.
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Suppliers Input Processes Output Customers

S I P O C Purpose
Successful 

acquiring and 
applying of 
capabilities

Achievement 
of quality 

characteristics
Fulfillment of 
needs of the 

customer
What precedes us

What we do to add 
value

What follows 
us

Feedback

Figure 3-1. The SIPOC model.
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One chronic problem with our organizations, work units, and
the jobs of individuals is that the purpose is often unclear or con-
stantly changing. Such inconstancy and ambiguity make it impossi-
ble to have a system. Ironically, without a system it is impossible to
deal with change. More about that later.

Once the purpose is clear, we can then identify the customers—
those whose needs must be served—and learn from them what output,
goods, or services they need. Then we can design a process or method
suitable to produce that output, and we can therefore identify what
input from which suppliers is necessary. In the broadest sense, input in-
cludes not just the usual materials and supplies but also policies and
plans; customer and market research; organizational structure; leader-
ship style; values, mission, and vision; communication modes, meth-
ods, and styles; and education and training resources. Inputs include all
those material objects, the environment, various factors and condi-
tions, the tangibles and intangibles that are needed to make the process
work in a manner that both delights the customer and serves the pur-
pose of the organization.

SIPOC also includes feedback: loops of information that inform
those working within the system as to how well the system is func-
tioning. Without system-based feedback there will be no improve-
ment. Feedback is the mother’s milk of improvement.

If we were to examine any part of the process in the SIPOC
model, we would discover a microcosm of the whole, a SIPOC within
the SIPOC, a step within a method within a process within a system.
Dr. Deming has taught us that everything is a system, and we are part
of it.

The SIPOC Model

The SIPOC model is an elaboration on Dr. Deming’s systems diagram
(Figure 1-2). SIPOC is an acronym for Suppliers, Input, Process, Output,
Customers. This entire chapter is a detailed look at the SIPOC model. (By
the way, I pronounce it SEE-pock.)

Learning to apply SIPOC is an indispensable first step in understanding
how the new philosophy applies to people’s daily work. Your job—and the
jobs of all the people in your organization—consists of a collection of
SIPOCs. Your work and theirs is part of a flow with steps that precede the
work and steps that follow. To help you and your people begin to see work
in its larger systemic context, you must see it as a SIPOC within larger
SIPOCs within still larger SIPOCs. The activities at the end of this chapter
and the end of Chapter 4 are designed to help people come to grips with the
SIPOCs of their work.
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In this chapter we will walk through the SIPOC model one element
at a time, moving from right (Purpose) to left (Suppliers). This is the
most useful sequence for planning any system, process, method, or step.
No one element of the SIPOC model exists by itself. We can understand
each—the S, I, P, O, and C—only within the context of purpose and how
each interacts with the others to accomplish the purpose. This under-
standing will lead us into systems thinking.

PURPOSE

Purpose tells you and the world why you exist, what business you are
in and, by implication, what business you are not in. Purpose is best
defined from a customer’s point of view. Rather than simply describ-
ing your products and services, describe the benefit or capability your
customers acquire as a result of interacting with you. Your purpose is
related to these benefits and capabilities that accrue to your cus-
tomers. Therefore, the purpose of your kid’s lemonade stand might be
described as “pedestrian refreshment.” That is the reason the cus-
tomer buys the lemonade. Lemonade, therefore, is a means to an end
defined by the customer’s benefit. Here is an example [I am grateful
to Dr. Noriaki Kano for this story]:

Konica Camera had a problem: They wanted to develop a break-
through product but the feedback from their customers would lead to
only minor improvements.

In one meeting when Konica’s managers were discussing the problem,
Mr. Takanori Yoneyama, the chairman of Konica, offered this observa-
tion: “Perhaps we are asking the wrong questions. We ask for feedback on
our camera. But people don’t purchase our camera in order to own a cam-
era. They buy a camera in order to take pictures. We see ourselves as man-
ufacturing and selling cameras. Customers see us as a source for acquiring
the capability to take photographs. Perhaps we should start seeking feed-
back on the pictures.”

Sitting down with customers’ photographs was a revelation. The pic-
tures were pretty bad: out of focus, too light, too dark, one superim-
posed upon another. In each case the customer blamed not the camera,
but themselves. “You have a very good camera. I am simply not a very
good photographer.”

From this feedback Konica was able to invent the error-proof camera:
automatic focusing, lens opening, adjustment, film forwarding, flash,
etc. Now customers love both the camera and their photographs.

The purpose of your organization, therefore, is related to the ben-
efits or capabilities acquired by your customers as a result of their inter-
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action with you. If buggy-whip manufacturers saw their purpose as pro-
viding the capability for vehicular acceleration, they would more likely
have survived the transition from the horse and buggy to the era of the
horseless carriage. A purpose based on customer capability can provide
a beacon of stable focus and direction during times of turbulent change
in technology or the market.

It is my firm belief that the purpose of an organization, if it is to
survive, should be altruistic, not self-aggrandizing. By altruistic I
mean focused on doing good for society. By self-aggrandizing I mean
a purpose focused primarily on profitability and return on invest-
ment.

If my primary purpose were to maximize shareholder gain, I
could justify buying underpriced stock, gaining control of a company,
closing its factories, laying off its employees, selling off its assets, and
maximizing my profits. This has been acknowledged by Wall Street as
smart business, or at least the unfortunate by-product of the free en-
terprise system.

I think it should be a felony.
I am not against profits or return on investments. They are nec-

essary means to an end. When they become an end in themselves,
however, a business is likely to begin hurting its customers, its em-
ployees, the quality of its goods and services, the community, the en-
vironment, and its own long-term survival. The business can begin to
lose its soul. (See Chappell, 1993.)

When a business is altruistic, when it is committed to serving
(rather than exploiting) customers and society, such an elevating pur-
pose can create and sustain excitement and commitment among lead-
ers, managers, employees, stockholders, and—most importantly—cus-
tomers. (See Customer-In Thinking in the next section.) The purpose
of the organization must, in my belief, describe, in Herzberg’s words,
“work worth doing.” Such a business, if it is well-led, is also likely to
prosper.

THE CUSTOMER

Moving from right to left in the SIPOC model (Figure 3-2), we next
look at customers. The customers are those who benefit from the

The highest use of capital is not to make more money but to make
money more for the betterment of life.

—Henry Ford, 1931
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goods and services you supply. Customers are those who acquire the
new capabilities you offer. Conversely, customers are those who are
disappointed or angry over the inadequacy of your goods or services,
because it is the customers who fail to gain a new or improved capa-
bility from your goods or services.

Customer-In Thinking

The perspective of a system creates a different attitude and approach
to customers: customer-in thinking.

We conventionally think in terms of “product-out,” as pictured
in Figure 3-3.

The product-out mentality is at best tactful arrogance. (And
often it is not done at its best.) Whenever you as a consumer are made
to feel stupid or manipulated, you are on the receiving end of prod-
uct-out mentality. In the product-out organization, the marketing de-
partment is focused on sales: What can we do in the naming, de-
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Customer

s

Purpose

• Successful 
acquiring and 
applying of 
capabilities

• Achievement 
of quality 
characteristics

• Fulfillment of 
needs of the 
customer

Figure 3-2. SIPOC, moving right to left.

Our organization

Products and services 
designed to our 
requirements with features 
and characteristics that 
satisfy us. We know what 
is best for the customer.

Persuasion 
and 

exhortation

The customer

Figure 3-3. A product-out mentality.
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scribing, packaging, positioning, and advertising of this product or
service to take advantage of the buying habits of potential customers?
The dark underside of a product-out mentality is organizational self-
absorption, isolation, and haughtiness. (If an idea is any good, we
have already thought of it. If we didn’t think of it, it isn’t any good!)
We have all had to deal with such organizations.

A Customer-In Mentality

When internalized in our everyday routines and reflexes, systems
thinking will lead us to customer-in thinking (Figure 3-4.) The cus-
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Customers

Customers are the “C” of SIPOC.This chapter will devote quite a bit
of attention to customers. They are an organization’s reason for being.
Without customers’ feedback, you cannot know if you are doing a good
job. In Chapter 2 and again in Chapter 9, we discuss motivation. When an
organization and its people lose sight of customers they have lost a sense of
altruism about work. Without the motivation inherent in doing good for
the customers, managers are more likely to resort to artificial motivation
such as contests, incentives, etc. This is ultimately destructive to the com-
pany, its employees and, worst of all, its customers (see Chapter 9). Atten-
tion to customers is pivotal. Therefore, considerable attention is given to
customers in these pages.

Our organization

Merging the customers’ 
needs with our expertise 
to develop products and 
services to accommodate 
and delight them.

The customer

Input

The customers

Their needs, wants, experience, 
definition of a “good job”

Output

Figure 3-4. A customer-in mentality.
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tomer-in mentality is outward-focused rather than narcissistic, other-
centered and not self-centered. Customer-in is characterized by
thoughtfulness (What else can we do for them?), responsiveness, em-
pathy, and altruism. It is the best way to create new products and ser-
vices. If you understand the day-to-day experiences of your cus-
tomers, you can imagine products and services that they might not
even think of. Customer-in thinking increases the likelihood that cus-
tomers get what they need and need what they get.

In a customer-in organization, marketing becomes focused on
real customer research: research not just on sales strategies, but re-
search on customers and their needs and experiences.

Some Important Notions about Customers

A. Purchasers are not necessarily customers. The fact that some
person or group pays for a product or service does not make
them customers. By paying my cable TV bill, I am a purchas-
er of MTV and Beavis and Butthead. I am, however, most cer-
tainly not a customer of MTV, Beavis, or Butthead, a fact to
which, I suspect, MTV is spectacularly indifferent.

B. You don’t have a be a customer to be important. Stockhold-
ers, insurance companies, elected officials, and contributors
to United Way are all extremely important in different as-
pects of this nation’s everyday life. But, from a systemic
point of view, each is a supplier, not a customer. The systems
do not exist to serve their needs. Their role is to help systems
serve the needs of the customers. When suppliers start see-
ing themselves as customers, the needs of the true cus-
tomers are likely to be displaced and subordinated.
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Hospitals to Moms: Give Birth and Go

New goal considered: six hours and then out

A mother in a Chicago suburb gave birth to her third child and un-
derwent tubal ligation. Twenty-four hours after she entered the hospital,
she was released. Maternity stays in the hospital may be further cut to 12
or even 6 hours if insurers and managed care providers get their way.

—Based on a story from the Chicago Sun-Times, June 18, 1995

Are the needs of the customers being displaced by the needs of the
purchasers?
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C. When suppliers and customers disagree, or when customers
disagree with each other, it is likely that the organization’s
purpose isn’t clear. The purpose of the organization should
describe why it exists, what business it is in, and what busi-
ness it is not in. Suppliers must consent to the purpose and
agree on who the customers are and what needs the cus-
tomers have … consistent with the organization’s purpose.

D. When we “listen to the customer,” we must commit our-
selves to listening to—even seeking out—dissatisfied cus-
tomers. This might include:
■ Contacting customers who stopped being our customers.
■ Contacting customers who chose not to be our customers

in the first place.
■ Contacting customers who choose neither us nor our

competition, but deal with their situation in some other
way (or let their needs remain unsatisfied).

■ Seeking out immediate feedback: making it easy for cus-
tomers to complain when the dissatisfaction is fresh in
their minds.

E. Customer complaints are “gifts from God,” in the words of
one company manager. A complaint provides an opportuni-
ty to learn. Positive feedback feels better, provides a boost to
your spirits, and reminds you that the customer cares; but
compliments don’t offer an opportunity to learn.

Models for Listening to the Voice of the Customer

There are multiple ways by which we can listen to the customer.
Sometimes the customer contacts us. For example:

■ Complaints
■ Questions
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“Fresh” Feedback

Honda dealers in the Cleveland area provided free cellular phones in
new cars, with the customer service number programmed into the phone.
They wanted customers to tell them what was going wrong or what sug-
gestions they had as the need was occurring. They didn’t want to require
customers to remember the problem until the next survey was mailed to
them.
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■ Warranty calls
■ Service requests

Sometimes we initiate contact with the customer:

■ Focus groups
■ Surveys
■ Interviews

Described below are two ways to sort out what you hear from
your customers. (Although we are looking here at customers outside
the organization, these might be useful for feedback from internal cus-
tomers as well.)

The Needs/Gets Matrix

This suggests two questions to use when exploring the cus-
tomers’ experiences with your products or services or your competi-
tors’ products or services:

■ What are you getting that you don’t need?
■ What do you need that you are not getting?

The Kano Model

Dr. Noriaki Kano of Tokyo Science University, adapting some
early work of Frederick Herzberg, has developed a framework for iden-
tifying, from a customer’s viewpoint, those characteristics that de-
scribe your products or services. This is adapted from an article by Dr.
Kano and others (Kano et al., 1996), in which they suggest three kinds
of characteristics:

Customer
Gets

Customer
Doesn’t Get

Customer 
Needs

Customer Doesn’t 
Need

The customer 
gets what the 
customer needs

The customer 
doesn’t get what 
the customer 
needs

The customer 
gets what the 
customer 
doesn’t need

The customer 
doesn’t get what 
the customer 
doesn’t need

Figure 3-5. The needs/gets matrix.
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■ The basics: These are the “must be” attributes of your products
or services that create no delight when they are present but
cause anger when they are not. Customers have every right to
expect their cars will start when they turn the ignition key.
When a car starts, customers don’t celebrate (at least they
shouldn’t have to). When it fails to start, however, they will
be angry. Most customer complaints are related to the basics.
Ask your customers what the basics are for your products or
services. They will be more than happy to tell you.

■ Performance-related: The more present these characteristics are,
the less angry, and eventually the more satisfied your cus-
tomers will be. When miles per gallon are terribly low, a cus-
tomer will likely be angry. When they are very high, cus-
tomers become boastful. Often these characteristics have to
do with size, speed, capacity, user-friendliness, value for price,
accessibility of service, etc.

■ Delight characteristics: The very minimal presence of these
characteristics creates satisfaction among customers. These
are, from a customer’s point of view, unexpected, thoughtful,
and delightful surprises. Cars now feature equipment that
monitors the nearness of objects in front of you as well as
your alertness as a driver. This technology will automatically
warn you when you are too near an object or too drowsy and
even slow down your car. Delighters often become basics be-

Delight 
Characteristics

Delighted

Angry

Degree of
Customer

Satisfaction

Performance-related  
Characteristics

Basic 
Characteristics

Absent Fulfilled

Presence of the 
Characteristic

Neutra
l

Figure 3-6. The Kano model.

Neutral
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fore too long. Television remote controls and electronic igni-
tions in automobiles were delighters when they were first in-
troduced. Now they are basics.

A good rule of thumb: If you haven’t taken care of the basics,
don’t work on the delighters. It does no good to have all the auto-
matic sensors on a car that doesn’t start. Figure 3-6 illustrates the
Kano model.

THE CUSTOMER CHAIN

When we look at customers systemically, we see a less simplistic pic-
ture of the customer. Who is our customer? The answer to that is usu-
ally a complex sequence and network of people, organizations, and
systems that depend on our good work. Who is the customer of the
fourth grade?

All of these have expectations and needs for the fourth-grade students.
All of them, in one way or another, are customers.

The customer chain is a systemic concept that describes cus-
tomers in a way depicted in Figure 3-7.

Figure 3-8 shows a chain of customers related to a manufactur-
ing business: coffee-maker production. Who is the customer of the
coffee-maker manufacturer? The entire chain. To which “voice of the
customer” should the coffee-maker manufacturer listen? All of them!
Can the maker of the equipment rely on the national wholesaler to
represent the rest of the chain? No! This manufacturer will go belly up
if it responds only to the needs of the organization that pays its in-
voices, the wholesalers.
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The output 

of your 

organization

A series of 

intermediate customers

The end users; 

the ultimate 

appliers

Figure 3-7. The customer chain.

■ The children in the class
■ The parents and families of the

children
■ The fifth grade
■ Middle school
■ High school
■ Trade schools

■ Colleges
■ Universities
■ Future employers of these

fourth graders
■ The communities in which

they are living and in which
they will live
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In the early stages of struggling with the new management phi-
losophy, organizations frequently try to make themselves a sub-
species. “That may work for coffee-maker manufacturers or for fourth
grades, but we are different! We have a very complicated set of cus-
tomers, and they have conflicting expectations!” To this I say, “We all
have complex chains of customers. That’s just the way life is.” It al-
ways seems easier to see someone else’s systems and chain of cus-
tomers than to see your own. Bring someone in to help you see your
systems, if you don’t see them.

When Customers Are Hard to Define

It is especially hard to identify the customer when the customer seems
to be an abstraction (“all the citizens of the state” or “future genera-
tions”). Here are some guidelines for identifying hard-to-identify cus-
tomers.
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Product:
 “coffee maker”

National

wholesaler

Regional

distributor

Retail

store
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maker

The maker 

of the

 coffee

The drinker
 of the coffee

The output 

of your 

organization

A series of 

intermediate customers

The end users; 

the ultimate 

appliers

Figure 3-8. The coffee-maker producer’s chain of customers.
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1. Break down the organization’s work into discrete services,
functions, or products. For example, a city police department
might be viewed in terms of such services as patrolling a par-
ticular neighborhood, responding to a 911 call, and arresting
an intoxicated driver. These are separate services, each with
its own chain or network of customers.

2. For each separate product or service, ask: What is its purpose?
Why would anyone want this product or service to be avail-
able? As Konica Camera concluded, people want a product for
the capability it provides. Therefore, what capability is provid-
ed to whom as a result of people receiving the services that you
offer?

3. For each separate service, ask:

■ What is next in the flow of work? Who gets it after this
part of the organization is finished? Those who handle the
911 calls, for instance, pass information on to the patrol
officer, one of their customers.

■ Who ultimately receives the product or service (the last
stop in the chain)?

■ Who benefits from this particular service?

■ Who is the user or consumer of this product?

■ How do those who benefit from this product or service use
or consume what we supply? Sometimes it is only in the
application that we can gain clarity about who the cus-
tomers are or what they want. With regard to police ser-
vice, who in the neighborhood (a generic customer) is
more interested in auto safety or vandalism or gang fights?
These priorities might indicate different specific cus-
tomers.

■ What capabilities are acquired and how or when are those
capabilities applied? We may find different customers at
the point where capabilities are applied. For example, stu-
dents in school acquire capabilities that are applied else-
where and later. If we look at the time and place where
these capabilities are applied, we might identify others, in
addition to the student, who have expectations about the
content and effectiveness of that student’s education. An-
other example: I buy life insurance. The capability I acquire
is a form of security. The point of application, however, oc-
curs when I am dead and gone. Therefore, who is the cus-
tomer of my life insurance? Whose needs should it serve?
Look at the point of application.
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We have been looking at the SIPOC model and have dwelt on
the notion of customers. Without customer feedback there will be no
sustainable definition of a “good job.” Without customers who are de-
lighted, there will be no sustainable organization. Customers must be
the focal point of everything a system does.

OUTPUT

We have been working backwards—right to left—in the SIPOC model
(see Figure 3-9). We have discussed the importance of a clear, con-
stant, and altruistic purpose. The purpose will help us identify who
our customers are. We have explored who the customer is and have
seen that in reality the notion of customer is more complex than is
commonly believed.

If we are to delight our customers with ideal products and ser-
vices, we must identify our complex chain of customers and learn to
understand them continually. Understanding our customers’ needs
will allow us to define the output needed to make our customers
boastful. Here we explore the notion of output.

The output of our organization is the net result of our systems,
processes, and methods. For better or worse, we get—and, more im-
portantly, our customers get—what the system is capable of giving us.
From our customers’ point of view, the output, the goods and services,
either delights them, angers them, or, more often, leaves them some-
where in between those two extremes. From the organization’s point
of view the net output is seen as sales, services delivered, revenue,
costs, expenses, net profits, cash flow, return on investment, market
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Output

Purpose

• Successful 
acquiring and 
applying of 
capabilities

• Achievement 
of quality 
characteristics

• Fulfillment of 
needs of the 
customer

Customers

Figure 3-9. SIPOC, from right to left.
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share, etc. The organization ends up proud of or embarrassed by its
output.

The point here is twofold:

■ Customers have the final say as to the quality of your output.
If you want to know if you are doing a good job, ask the cus-
tomers. They alone know.

■ Whether your output is good or bad, it is, nonetheless, the
only output of which your systems, processes, and methods
are currently capable. If you want better output, you must im-
prove the systems, processes, and methods.

An expansion on the second point regarding output is that the sys-
tem must be appropriate to the scale of effort. The process and methods
appropriate to your kid’s streetside lemonade stand, with an output, let
us say, of 50 six-ounce cups of lemonade, will not work when he or she
is expected to provide 5,000 six-ounce cups of yellow and pink lemon-
ade each in regular or sugar-free varieties. You cannot accomplish this
greater scale of output by simply making 100 times more effort. This, of
course, is obvious. But if it is so obvious, why do managers so often seek
to increase the output of factories or the service workload by simply ex-
horting people to do more and work harder? If you want more or better
output, you must create systems, processes, and methods that generate
more and better output.

PROCESS

In the SIPOC model, process refers to the interacting systems, process-
es, and methods: conditions and factors that convert, for better or
worse, inputs into outputs.

Processes Output

Purpose

• Successful 
acquiring and 
applying of 
capabilities

• Achievement 
of quality 
characteristics

• Fulfillment of 
needs of the 
customer

Customers

Figure 3-10. SIPOC from right to left.
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The Internal Chain

Just as outside customers can be described in terms of a chain of cus-
tomers, there is also an internal chain in the organization that has
its internal supplier-customer interdependencies.

A company making printing paper has these basic operations in
its internal chain:

Some basic guidelines for the internal chain:

■ Don’t pass errors, defects, or unfinished work on to the next
phases of the operation: your internal customers.

■ Set up “feedback loops” by which you and your internal cus-
tomer routinely monitor data on those attributes that are im-
portant to both the internal customer and other customers in
the internal and external chains. Begin with having your in-
ternal customer describe the attributes of your work that are
most important to him, her, or them (key quality characteris-
tics).

■ Your purpose is not simply to please your internal customers,
but for you and your internal customers to please the outside
customers, that is, the outside chain of customers.

■ The challenge for each link in the chain is to learn to convert
the internal and external customers’ definition of a good job
(key quality characteristics) into those attributes of your sys-
tem or process (key process indicators) that, when in control,
will dependably produce the output desired by both internal
and external customers.

For instance, in our paper company example (as described in
Figure 3-12), there will be a need for feedback loops both from
the outside customer chain and between internal operations.
Your external and internal customers tell you how they define
a “good job” and you design and maintain a process that rou-
tinely delivers what they want. Sometimes you will find that
you can’t do that. Therefore, you work with customers, internal
and external, to find ways for them to accomplish their purpose
and get what they need through some alternative design or
method.

Trees

Forestry 
division

Wood chips

Wood chip 
operation

Pulp

Pulp 
makers

Paper 
making

Paper 
machines

Coating

Coating 
machines

Finishing

Finishing 
dept

Warehousing

Warehouse

Shipping

Shipping 
dock

Figure 3-11. The internal chain: paper manufacturing.
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■ In this view of work, managers must attend to the spaces be-
tween the operations, the arrows that indicate either transi-
tions or feedback loops. In this view, the role of leadership is to
create an environment and routines for transitions and feed-
back, to maintain the heartbeat, inhalation, and exhalation of
the system. (See Chapter 4 for more on feedback.)

Key quality 
characteristics
• The attributes 

the paper makers 
need and want in 
the pulp they use

Pulp
makers

Paper 
makers

Outside 
chain of 

customers

Key quality 
characteristics
•
•
•

Key process
indicators
•
•
•
•

Key process
indicators
• The conditions 

and factors of the 
process that must 
be maintained

Key quality 
characteristics
• The attributes the 

customers need 
and want in the 
paper they use

Pulp Paper

Process

Fee
db

ac
k

Fee
db
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k

P O C

Output Customers

Figure 3-12. The need to convert your customers’ Key Quality Characteristics—the
customers’ definition of a “good job”—to the Key Process Indicators of your work, those
attributes, factors, and conditions that, when in control, will routinely deliver to the in-
ternal (and external) customers what is important to them when and how they need it.
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GEMBA: A NOTION TO HELP PUT PROCESS
IN PERSPECTIVE

As we examine the notion of process within the SIPOC model, we now
look more closely at process and a companion concept called Gemba.
Gemba creates a clearer context and perspective for the notion of
process. Many find that the concept of Gemba haunts them when
they think of work and the workplace.

The word Gemba, used by the Japanese, is derived from two Chi-
nese words. There is no English equivalent.

Gemba is the assembly of critical resources and the flow of work that con-
tribute to those efforts that directly add value to the customer. This is illus-
trated in Figure 3-14.

“GEM” specific work

“BA” the place

Figure 3-13. Gemba. (LCDR K.C. Moon of the U.S. Navy provided the draw-
ing of the Chinese characters. My thanks to him.)

Those who support 
the Gemba

Suppliers CustomersOutputInput Gemba

The critical resources 
and sequence of 
interdependent 

activities that add 
value to the customer

Figure 3-14. The Gemba.
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Your organization consists of many systems and processes, nu-
merous work flows. Not all of them are Gemba. Only those systems and
processes directly related to a flow of work that adds value to the cus-
tomer is Gemba.

Some Comments on Gemba

The Gemba’s measure of success is customer delight. The success of
the rest of the organization is how well it serves the Gemba.

The purpose of this distinction between Gemba and non-Gemba
is not to establish yet a new hierarchy of importance among people,
a new internal pecking order. The purpose is to define the organiza-
tion’s systems and identify which functions should systemically serve
others.

■ Gemba takes the general concepts of system and processes and
extracts the system or processes directly involved in producing
value on behalf of a customer.

These are the Gemba
These are not Gemba but 

provide services to the Gemba

• Product or service design

• Product development activities

• Service development activities

• Potential customer contact and 
sales

• Delivering products or services

• Instructional and other after-
delivery services for the 
customer

• Routine customer maintenance 
services 

• Most management services

• Customer research

• System or process design 

• Human Resources

• Plant or facilities repair and 
internal maintenance

• Payroll and other financial 
services: accounts payable 
and accounts receivable

• Purchasing

• Administrative services

• Training

• Budgeting

• Management information 
services

• Production planning

• Service delivery planning
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■ Relatively few of your people are doing Gemba work. Every-
one else is engaged in work that supports the Gemba. Almost
all non-Gemba people work with information.

■ “Everything is felt in the Gemba” is a Japanese expression that
describes the interactive and interdependent nature of an or-
ganization’s systems, processes, policies, plans, and decisions.

Implied in the Gemba perspective is that the Gemba deserves
some priority of attention: Whatever else you do, take good care of
the Gemba. In Chapter 4 we look more closely at the care and feeding
of the Gemba.

The Poetry, Music, Spirit, and Rhythm of the Gemba

Musicians, actors, dancers, and athletes will talk about those times
when their work just flows, when it has a life and spirit of its own, and
the artist or athlete just tries to stay with it and not interfere. At these
times people work together as though reading each others’ minds,
each knowing the next move the other will make. They describe how
they and their partners, building off each other, accomplish things
they never could before in ways they never did them before.

This smooth, almost intuitive flow of great work is a form of po-
etry in motion. Call it a true experience of teamwork. This kind of
teamwork does exist in the Gemba. “Sometimes we’re really rolling;
we’re really in a groove,” says Bill Warner, a manufacturing engineer
at a large equipment production facility. This experience of teamwork
takes time. It needs people who like their work and know how to do
their jobs very well. It requires a true relationship among members of
the team, people knowing each other and caring about each other.

Managers can help this kind of teamwork develop and sustain it-
self by seeing the importance of such teamwork, creating an environ-
ment where such teamwork can flourish. Managers can then help
most by staying out of the way of teamwork. When managers don’t
understand systems, Gemba, and the importance of teamwork and re-
lationships in the workplace, they are liable to do things—usually un-

Poetry in the Gemba

… There is in manufacturing a creative job that only poets are sup-
posed to know. Someday I’d like to show a poet how it feels to design and
build a railroad locomotive.

—Walter Chrysler
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aware and often with good intentions—that disrupt the teamwork
and the rhythm of the Gemba.

We trained hard—but it seemed that every time we were beginning to
form up into teams, we would be reorganized.

I was to learn later in life we tend to meet any new situation by reor-
ganizing, and a wonderful method it can be for creating the illusion of
progress while producing confusion, inefficiency, and demoralization.

—Petronius Arbiter
65 A.D.

In his book, Flow, Mihali Czikszentmihalyi (1990) offers this per-
ceptive insight into conditions that create and sustain flow.

Flow, suggests Czikszentmihalyi, occurs when there is neither
anxiety nor boredom. Anxiety occurs when the challenge of the mo-
ment exceeds our capabilities. Boredom occurs when we are capable
of doing considerably more than the challenge presented to us.

The implications for leaders are these:

■ How to maintain the level of challenge in order to avoid bore-
dom.

■ How to increase the level of skill in order to avoid anxiety.
■ How to know when there is a need to restore congruence be-

tween challenge and capability.
■ How to involve people in the increasing of skills and the in-

creasing of challenge.

High

Low

Degree of 
challenge

Low High
Levels of capability 

and skill

Anxiety
(high challenge 

inadequate skills)

Boredom
(lots of skill, 

little challenge)

 
 

"Flow"
channel

Challenge
commensurate 

with skills

Figure 3-15. Conditions affecting flow.

“Flow”
channel
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There is, I believe, a direct correlation between what Czikszent-
mihalyi describes here and what Herzberg says about motivation and
demotivation. Anxiety and boredom are demotivating. Flow is moti-
vating.

SUPPLIERS AND INPUT

Just as there are external customers and internal customers, each of
which can be seen in terms of chains of customers, there are also ex-
ternal and internal suppliers, each part of their own chains. And just
as you cannot afford to deal only with the first customer in the chain
of customers, it is wise to deal with more than simply the last suppli-
er. This is especially true of the major suppliers of the core resources. We
will look more closely at core resources in Chapter 4.

Elective and Nonelective Suppliers

The difference between internal and external suppliers is probably
obvious. One is inside your organization, the other is not. What has
more impact on you, however, is whether or not you have a choice of
suppliers. For example, in my paper company example (see Figure 3-
11), there is an internal supplier of pulp to the paper makers. For the
paper makers the important question is, “Must we acquire pulp only
from this internal supplier?” If they must, then the paper makers are
dealing with a nonelective supplier. In a perfect world this should not
make a difference. But a common experience is that it is much hard-
er to deal with nonelective suppliers, whether they are internal or ex-
ternal.

Suppliers Input Processes Output Customers
Purpose
Successful 

acquiring and 
applying of 
capabilities

Achievement 
of quality 

characteristics
Fulfillment of 
needs of the 

customer

Figure 3-16. SIPOC, from right to left.
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Russell Ackoff (1994, pp. 142–167) makes this point and argues
that corporations would do better if internal suppliers were forced to
survive in an open market, without corporate protection regarding
their internal customers. (This is a step that I am not ready to advo-
cate. I fear it will subvert the larger systems.)

There are also outside nonelective suppliers. Regulatory agencies,
for example, are usually outside, and they supply regulations and con-
straints. They are also nonelective. If you don’t like their regulations,
you cannot shop around for another regulatory agency.

Part of understanding how to lead a system is taking on the re-
sponsibility to sit down with suppliers and work out win–win strategies
to serve the interests of both the supplier and you who are supplied. This
applies as well to working with regulatory agencies. Sometimes to help
regulators be better regulators, you may have to approach them, as you
would with any other supplier, to help them learn how to become sys-
tems-focused suppliers. You may want to band together with other or-
ganizations that labor under the restrictions of the same regulators, to
work out a new arrangement with this supplier of dysfunctional regula-
tions.

Whether the suppliers are internal or external, your systems and
ultimately your customers require a smooth, well-functioning flow
between the suppliers and you. This is the job of managers: to assure
the smooth flow of work from the suppliers to the process, through
the process, and from the process to the customers.

Managers are the ultimate internal suppliers to the organization.
Managers supply definition, meaning, direction, focus, plans, priori-
ties, communication, equipment, material, methods of work, smooth
flow, continuity, moral support, and a good working environment to
the organization’s employees. Managers, in other words, are suppliers
of the system. As Myron Tribus says, “Managers work on the system.
Workers work in the system.”

There are two questions that I suggest suppliers ask their cus-
tomers, whether these suppliers be external or internal, elective or

Win–Win Regulators

The Department of Revenue of the State of Wisconsin is responsible
for regulating the state’s breweries, distilleries, and producers of wine. (Yes,
there is Wisconsin wine!) The licensing agency, applying Deming’s philoso-
phy, started pursuing a nonadversarial approach to their regulatory func-
tion. The result: better relationships, better problem solving, better coop-
eration, and win–win collaboration with the producers of alcoholic
beverages.
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nonelective. I also recommend that supplier-managers ask these ques-
tions of their employee-customers (see Figure 3-5):

1. What are you getting that you don’t need?

2. What do you need that you’re not getting?

SIPOC AND THE ORGANIZATION

Leading such dynamic concepts as systems, SIPOC, and Gemba repre-
sents a fundamentally different approach to leadership, requiring new
leadership competencies (see Chapter 2). The sense of organization is
fundamentally different as well. Let us take a look at an organization.

I think there is no simpler view of an organization than that pic-
tured in Figure 3-17. An organization is:

■ An aggregate of people ...
■ Working within systems and processes ...
■ To accomplish some purpose.

This describes all kinds of organizations: work, church, social, civic,
and political organizations.

Traditionally we have sought success by inducing our people to
work smarter or work harder. We have tried to motivate them, reor-
ganize them, given them measurable objectives, empower them, and
hold them accountable. We have taken for granted that to improve
our chances for success, we must improve our people.
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Systems and 

processes
People

Purpose

Figure 3-17. The basics of an organization.
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Beginning in 1950 we began to think differently. We began to
understand systems. We began to realize that to improve the chances
for success, we must improve our systems and processes. If we im-
prove our systems and processes, the work of our people will neces-
sarily improve.

Our people work within a large system containing many inter-
dependent, interactive “givens” over which they have little or no con-
trol. Even individual managers have limited ability to change the sys-
tem. Some of the givens that compose the system are:

At least 95 percent of your quality problems can be attributed to
these givens of your organization. Less than 5 percent result from
people committing errors. Human error is a negligible source of our
problems. Yet because we don’t understand systems, we act as though
human error were the primary cause of our problems.

Obstacles to Systems Thinking

There are conditions and practices in the organization that make sys-
tems thinking difficult for the organization’s leaders:

■ Isolation from the customer: product-out thinking creates a
more inward, narcissistic focus.

■ Divisional and functional managers have little awareness of,
and no sense of responsibility for, the entire system, only for
their individual functional units.

■ Divisional and functional managers, and the people who
work in their units, are often remunerated based on how well
they help their own functional units succeed.

■ Plans don’t cut across units, nor is planning done cross-func-
tionally.

■ Success is measured not by measures important to the cus-
tomer, but by measures important only to managers.
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■ Product or service design
■ The work facility
■ Process design
■ Machines
■ Materials
■ The methods of work
■ The equipment
■ The policies

■ The budgets
■ Staffing levels
■ Priorities
■ Long- and short-term goals

and plans
■ Training
■ The work environment
■ Communication systems
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■ Short-term thinking: looking ahead only to this month, this
quarter, or this year.

■ Fostering and sustaining an environment of blame.
■ Scrambling to be important and look good as an individual or

a unit.
■ Actions are not well planned, nor are they monitored or stud-

ied to see if they accomplish what was intended. We simply
do things, and often do not see the system behind the prob-
lems we seek to solve. As a result, today’s solutions become to-
morrow’s problems.

Approaches to Systems Thinking

We can develop systems-minded organizations first by backing away
from everyday work and asking some basic questions, as suggested by
the SIPOC model. Then we can zoom in closer and closer and ask
other SIPOC-related questions regarding daily work.

Some basic, large-scale, long-term questions suggested by the
SIPOC model are:

■ What is our purpose?
■ What capabilities do we provide our customers?
■ Who are, or should be, our customers?
■ What do they want? What do they need?
■ How do we know?
■ How can we maintain awareness of customer needs and mar-

ket shifts on a daily basis?
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Yet Another Person Lacking Profound Knowledge

In an interview on C-span on May 19, 1996, Jerry Jasinowski, the
president of the National Association of Manufacturers, made this com-
ment regarding the Value-Jet crash in the Florida Everglades:

“I believe that we will learn that—as in most of these incidents—it
will be pilot error.”

Mr. Jasinowski, of course, was wrong in his prediction. Will it do any
good to hold him accountable or try to motivate him to make more accu-
rate predictions?
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■ Given what we know about our customers, what output
(goods and services) with which features and attributes must
we provide?

■ Given these outputs, what systems, processes, and methods
must be in place?

■ How do we know?
■ How do we monitor these systems, processes, and methods to

assure ourselves that they are in control and will reliably, con-
sistently, and flawlessly deliver the output needed by our cus-
tomers?

■ Given these systems, processes, methods, and output, what
input do we need?

■ Which suppliers can best provide us with the needed input?
■ How do we know?
■ How will we monitor the input from our suppliers?

Chapter 8 looks at systems of questions as well as systemic ques-
tions that leaders must ask. Chapter 7 looks at setting up and main-
taining the indicators we must monitor, tracking both the key quality
characteristics important to the customers and the key process indicators
that tell us how well our systems are working. Chapter 5 looks at how
to identify meaning and priorities for the organization and how to
communicate direction and focus throughout the enterprise. In Chap-
ter 6 we look at how to plan and implement large-scale systemic
change: the systems needed for systemic change. At the beginning of
this chapter you read, “Ironically, without a system it is impossible to
change.” This will be explained in Chapter 6. In Chapter 4 we zoom in
on everyday work, looking at it systemically.

We develop a systems-minded organization, therefore, by
pulling back and asking systemic questions about the whole enter-
prise and the larger systems—for example, the market—in which it
operates. We zoom in on the everyday work and ask systemic ques-
tions about daily work. We organize ourselves around those questions
and the pursuit of those answers.

The massive scale and rapid rate of change in our world demand
a wholly new approach to leadership. Leaders can no longer be ex-
perts and autocrats. Leaders must understand systems, lead systems,
and think systemically. To lead your systems systemically is to lead
your organization into the new century.
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SUMMARY

All work can be characterized by the simple yet useful SIPOC model.
Work has a specific purpose—to serve customers. Work is achieved
through processes performed at the Gemba. These processes require
inputs provided by suppliers. Looking at work this way and
understanding and integrating these components is a fundamental
responsibility of a twenty-first century leader.

In this chapter we have provided some practical examples of
work as a system and shown some helpful ways to use systems
thinking to understand and improve workplaces.

In Chapter 4 we take a closer look at the processes by which
the daily work is done.

86

schlts03-10-12.qxd  8/20/01  8:36 AM  Page 86



CHAPTER THREE ACTIVITIES

1. What is the purpose of your organization?
■ Don’t refer to financial goals.
■ Describe who you are and what you do. (Can your purpose be inferred from

your activities?)
■ No “motherhood” statements (statements that would describe just about any

organization).

2. What capabilities do your customers acquire (or improve) as a result of
interacting with you? (Don’t describe your products or services but what your
customers can do as a result of receiving your products or services. How are
they better off for having interacted with you?)

3. Who are your competitors? (Either organizations that provide products or
services similar to yours, or alternative ways people satisfy the needs or gain
the capabilities that you provide.)

4. A. Who are your current customers?

B. Who should/could be your customers, but currently are not?

C. Who, by your choice, are not your customers?
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5. Identify the major products and services that benefit your customers and
serve your purpose.

Choose a specific product or
service and enter it here:

6. Examine the chain of customers for that product or service.

Example: A manufacturer of coffee makers.

Benefit/Capability Acquired by the Customer
Product or Service from This Product/Service

Who Is the End User or
Who Receives It from You? List the Intermediate Customers: Beneficiary?

■

■

■

■

■

■

■

■

■

■

■
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7. Applying the Kano Model.

Guidelines:

■ Don’t speculate about these. Go out and ask customers.
■ Use the data you already have. For example, customers usually complain when a

basic has been neglected.
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Who Is the End User or
Who Receives It from You? List the Intermediate Customers: Beneficiary?

The wholesaler ■ The regional distributor The drinker of the coffee
■ The retailer
■ The purchaser
■ The maker of the coffee

What Are the
What Are the Basics to Performance-Related What Are, or Could

These Customers? Characteristics? Be, the Delights?
The receiving
customer

The intermediate
customers

The end consumer
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8. Identify customer feedback loops. These are routine methods or systems
with which you elicit information from your customers and record the data in
ways useful for improvement.

Reactive Customer Feedback—Initiated Proactive Customer Feedback—
by the Customer (e.g., Customer Initiated by You (e.g., Surveys, Focus

Complaints, Inquiries, Service Requests) Groups, Service Visits)

Describe the
established
routine for

capturing and
processing

customer data

Describe a
realistic

routine that
might be

established
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Enter a specific product or service

9. Gemba I: Mapping the process. Describe the general flow that develops and
delivers this product or service.

Identify the Flow of  Work How Do You Know
How Do You Know When the Process
When the Process Is Completed

Has Started? Early Stages Middle Stages Late Stages and Successful?
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10. Tracing a basic key quality characteristic back through the process.

A. Select a basic characteristic for the end user or beneficiary of this product
or service (see Figure 3-6).

B. Where does this basic get assured or violated? Identify where in the process
things can go wrong so that the basic is violated.

Some guidelines:

■ If necessary, use a more complex form of flowchart such as a deployment
flowchart (see Figure 4-5).

■ Your purpose is to identify where in the process things go wrong, not who messed
up. Look for systemic causes, not culprits.

■ Start at the end of the process, asking, “What goes on here that contributes
positively or negatively to this basic customer characteristic?” Then work
backward into the process.

Start Early Stages Middle Stages Late Stages End
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INTRODUCTION

If visitors from another planet were to hover over our workplaces,
viewing us with some kind of barrier-penetrating vision, they would
observe earthlings, individually or in groups, engaged in various ac-
tivities. In some workplaces they may see an observable flow of work
that produces a product: Wood enters one end of the factory and fur-
niture comes out the other end while in between, people do various
things to convert wood into furniture. Sometimes earthlings in obvi-
ous pain enter a building and later emerge with less pain while in be-
tween, these earthlings received services that appear to relieve their
discomfort. In other workplaces, however, the entry points and de-
parture points are not so observable, nor is what takes place in be-
tween. The alien visitors would need some other means to discover
what is going on.

95

A Reminder of What the Gemba Is

In Chapter 3 we introduced the notion of Gemba. In this chapter we
explore the Gemba more deeply.

The Gemba consists of those systems, processes, and work flows
about which your customers care the most. These are the processes that
develop, add value to, and deliver goods and services to your customers.
Customers are those who use, apply, and benefit directly from the Gemba’s
products and services.

Figure 4-1. The Gemba.

Those who support 
the Gemba

Suppliers CustomersOutputInput Gemba

The critical resources 
and sequence of 
interdependent 

activities that add 
value to the customer
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The process of examining everyday work involves adopting an
almost alien-visitor perspective. We observe and analyze the work-
place to see who is doing what and why. The alien-visitor perspective
allows us to ask naive or dumb questions.

With a reestablished perspective on what is the important flow
of everyday work, we can identify some guidelines for everyday work,
learn to standardize everyday work, and remove waste from the work-
place. We will explore these issues in this chapter.

Everyday improvement of daily work requires some monitoring
and feedback processes, which we will look at in this chapter as well
as in Chapter 7. The workers monitor their own work and get feed-
back from the system within which they work. This, we will see, is not
at all like traditional evaluation of the worker’s performance. Feedback
is systems-based data useful for improvement. Traditional performance
evaluation, on the other hand, is the personal judgment of one indi-
vidual by another, higher-ranking individual, serving the purpose of
establishing a relationship of control by the one judging over the one
judged. More about this in Chapter 9.

All of Chapter 4 is focused on the smooth flow of work, particu-
larly that part of work that we identified in Chapter 3 as the Gemba.
Most of what we say here will also apply to the non-Gemba activities.
However, as we emphasized in Chapter 3, the purpose and value of
other work must be viewed in terms of its contribution to the present
Gembas and future Gembas. We end Chapter 4 with a look at practi-
cal ways to create an environment of teamwork and processes for in-
ternal collaboration between the various parts of an operation that
must work together in a smooth, continuous flow.

Figure 4-2 shows the flow of initiatives you might undertake in
working to improve daily work. It also describes the flow of this
chapter.

96 CHAPTER 4

1. Identify the flow 
of work

4. Identify the best 
methods and 
standardize them

2. Identify the 
critical functions 
and key players

5. Eliminate waste

3. Identify the 
core resources

6. Establish 
feedback loops

Examining the Gemba and getting daily work done

Figure 4-2. Six initiatives for getting the important daily work done.
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EXAMINING THE GEMBA
The Uncluttered Flow of Work

Work, on a large scale (a system) or on a small scale (a process or
method), can usually be pictured as a flow of events or activities. The
flowchart is a graphic representation of the interdependent sequence
or flow of phases, activities, events, or steps involved in some under-
taking. There are at least six variations on the flowchart. (See Figures
4-3 through 4-8.)

Six Types of Flowcharts

1. The Simple Flowchart (Figure 4-3)

A simple flowchart describes the steps in order, moving either left
to right or sometimes top to bottom, as shown in Figure 4-3. The sim-
ple flowchart can include as much or as little detail as your purpose
requires.

2. The Top-Down Flowchart (Figure 4-4)

A top-down flowchart describes the basic five or six steps in se-
quence from left to right across the page and up to five or six substeps
in sequence vertically below each step. The top-down flowchart thus
displays the simple flow and adds another level of detail, all contained
on one page.

I first learned about this type of flowchart from Brian Joiner, to
whom I am grateful.

3. The Deployment Flowchart Figure 4-5)

A deployment flowchart shows time in the vertical sequence of the
steps. But the deployment flowchart also shows the interactions be-
tween different individuals or groups. Each active participant in the
process is listed at the top of an individual column and the action,
while flowing downward on the page corresponding to time, moves
laterally under the column corresponding to the group or individual
involved in that step.

I am grateful to Myron Tribus, from whom I first learned about
the deployment flowchart.

4. The Opportunity Flowchart (Figure 4-6)

The opportunity flowchart, which I learned about from Heero Hac-
quebord, shows the simple flowchart of the value-adding steps of a
task running downward in time sequence on the left side of the page.
Whenever a step in the process adds no value but only cost, it is dis-
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Enter status of 
order on the 

order log

Take order from 
the order basket

Pick each item 
on the order 

from inventory

Check off each 
item when 

placed in the bin

For out-of-stock items:
• Fill out notice for 

purchasing
• Fill out incomplete 

order notice

Place purchasing 
notices in 

purchasing in-box

Place the bin with 
ordered items and 
incomplete order 

notices in shipments 
staging area

Figure 4-3. The
simple flowchart.

For out-of-stock items:
* Fill out notice for

purchasing
* Fill out incomplete

order notice
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Alerted to 
shipment 
problem 

flags order

Schedules a 
delivery, 
notifies 
receiver

Reschedules 
delivery

Confirms 
that 

shipment is 
on its ways

Schedules 
the delivery

Delivery
doesn’t arrive

Delivery
arrives

Check with 
shipper

Wrong
facility

Reschedules
delivery

Forward to 
correct facility

Notifies 
accounts 

receivable of 
problem

Correct
facility

Shipper Receiving dock Accts Rec

or

Inspect 
shipment

Correct 
order in 

good 
condition

Wrong 
stuff or 

damaged

Right stuff, 
wrong 

quantity

Send signed 
packing slip 
to accts rec

Return to 
shipper and

reorder

Notify accts. 
rec. of 

problem

Reorder 
shortfall, 

return overage

Unload

Store

Receives 
packing slip, 

starts 
payment 
process

Alerted to 
shipment 
problem, 

flags order

Receives 
excessive 

incorrect or 
damaged 

goods

Figure 4-5. The deployment flowchart.

1. Identify 
the purpose 

of the 
training

2. Identify 
possible 

curriculum 
topics

3. Research on 
teaching 

methods and 
specifications

4. Select 
curriculum 

topics

5. Assemble 
into a training 
curriculum and 

schedule

6. Conduct a 
pilot training 

course

1.1 Identify those 
who want or 
need this 
training

1.2 Identify their 
wants and 
needs

1.3 Identify any 
other ideas or 
concerns

1.4 Identify their 
desired 
outcomes 
what 
capabilities 
the learners 
should acquire

2.1 Consult with 
subject matter 
experts

2.2 Benchmark 
other similar 
courses

2.3 Elicit ideas 
from potential 
participants 
and other 
customers

2.4 Review 
possibilities 
against the 
purpose and 
desired 
outcomes

3.1 For each likely 
“module” of 
curriculum 
identify:
• Methods of 

teaching
• Approximate 

length of 
time needed

• Types of 
materials and 
other modes 
of training

• Who is able 
and available 
to teach

4.1 Select the 
topics

4.2 Identify the 
sequence

4.3 Design each 
module

4.4 Identify the 
needed books 
and other 
training 
materials

4.5 Send the 
proposed 
course 
information 
to participants 
and other 
customers for 
their review

5.1 Identify the 
coordination/ 
administrative 
needs

5.2 Set up the 
systems and 
structure 
needed

5.3 Arrange for a 
training site

5.4 Schedule:
• Pilot
• Pilot review
• Subsequent 

iterations

6.1 Design a feed-
back session 
with partici-
pants as part 
of the 
session(s)

6.2 Revise 
curriculum, 
methods and 
logistics in 
response to 
feedback

Figure 4-4. The top-down flowchart.
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played to the right. Inspection steps or rework, for example, are not
part of the left-side downward flow, but are on the right, cost added
only, side. Figure 4-6 shows the same flow of work described in Figure
4-5, but displays the data using the opportunity flowchart’s format.

5. The PERT Chart (Figure 4-7)

The PERT chart is a flowchart displayed with great detail, showing
perhaps many concurrent flows of work, called paths. Elapsed time is es-
timated between steps in each path. By adding up the cumulative esti-
mated time for each individual work flow, one can identify the critical
path, that work flow that will consume the most time. The critical path
is the flow of work that determines how long a task will take, the path
in which you can least accommodate delays or in which you may need
more resources. (PERT is an acronym for Planning Evaluation Review
Technique.)
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Value added 
steps Steps which add no value, only cost

Delivery
scheduled

Call 
shipper 

and trace, 
reorder if 
necessary

Notify 
accounts 

receivable 
of problem

Delivery
doesn’t 
arrive

Accounts 
receivable 
flags the

 order

Delivery
received

Arrives 
at wrong 
facility

Fowarded 
to correct 

facility

Order
inspected

Repack 
and return 
to shipper

Notify 
accounts 

receivable 
of problem

Accounts 
receivable 
flags the 

order

Right stuff, 
wrong 

quantity

Storage 
space 

unavailable

Rent space 
or store in 
aisle until 
space is 
available

Retrieve 
materials and 
store properly 
when space is 

available

Wrong stuff 
or damaged 

stuff

Return 
overage

reorder 
shortfall

Store the 
material

Enter data into 
inventory files

Notify 
accounts 

receivable of 
receipt of 

order

Figure 4-6. The opportunity flowchart.

Enter data into
inventory files
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6. The Decision Tree (Figure 4-8)

A decision tree is not so much a flow of activities as a sequence of
decisions in which the next decision to make depends on which de-
cisions were made before it. Sometimes, other types of flowcharts in-
clude decision-tree choices in the flow of activities.
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S
Start

A

C

B

D

E

F

G

I

J

K

L M

H

N

O Q

P

R Completion

1

1

1

5

2

7

2

2

2

9 4 7

2

1 8 2 2

2

5

8

4

6

7

2 7

4

The number with the arrow 
represents the estimated number 

of days between completed activities

Beginning
event

Final
event

In this PERT chart, the critical path is the shaded boxes (40 days).

Figure 4-7. The PERT chart.

What kind of data?

Attribute data 
(count it)

Variables data
(measure it)

Count 
occurrences

Count occurrences
versus non-
occurrence

c-chart u-chart

XMR 
chart

p-chart NP
chart

X R
chart

X S
chart

XMR
chart

Figure 4-8. The decision tree: a summary map for selecting a control chart.
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Flowchart Your Gemba Processes

Involve people doing the work in constructing a flowchart of their
Gemba process. It might help to have an outsider take part—the visi-
tor from another planet—who can ask naive questions.

The activity by itself is liable to bring improvement. Making a
flowchart will help people become aware of what was previously done
unconsciously. It will bring out undiscovered variations in methods,
provoke discussions, and possibly encourage studies to determine
which method works best.

Creating deployment flowcharts of the Gemba processes will describe
the internal supplier–customer relationships. This can lead to discussions
between interdependent participants in the Gemba regarding, “What are
you getting that you don’t need and what do you need that you are not get-
ting?” (See “Breaking Down Barriers” later in this chapter.)

While it is useful to develop flowcharts for all your important re-
curring processes, the important perspective to maintain is that the
non-Gemba processes must be subordinate to the Gemba processes. It
may be important to look at those points where non-Gemba process-
es have contact with the Gemba and ask:

■ What is the purpose of this contact with the Gemba?
■ Are these points of interface necessary?
■ How do they help the Gemba?

If they are necessary, ask:

■ How can they become a greater opportunity to provide useful
service to the Gemba?

■ How can they be made minimally intrusive and disruptive?

As we will see, moving through this chapter, we are trying to
maintain a smooth, uncluttered flow of work in the Gemba, to avoid
disrupting its momentum and rhythm, to keep it humming efficient-
ly and undisruptedly. After all, the Gemba is “the customer’s work.”

Getting the Daily Work Done 101

Some Tips for Doing Flowcharts

1. Decide the end point and starting point.

2. Decide the level of detail, reflecting the purpose of your flow-
chart and its audience.

3. It often helps to start at the end and work backward toward the
start. (This is called backward chaining.)

4. Use Post-its™ or another type of sticky notes. Putting each step
on its own Post-it™ will save time and aggravation.
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Critical Functions and Key Players

As you review the work flows, you will note two obvious types of im-
portant factors: human resources and nonhuman resources. In the
section titled “Core Resources,” we will discuss the equipment, ma-
chinery, and other important nonhuman resources. Here we discuss
the human skills and capabilities needed to keep the Gemba (or other
non-Gemba functions) running.

There are people doing things throughout the workplace. Each
person is important. It is easy to lose sight of this when examining the
workplace through this lens we call Gemba. Gemba creates a perspec-
tive regarding the subordination of processes and functions, not of
people. People who use their superordinate function to patronize
those in subordinate functions are indulging their own egos. They are
not creating teamwork, not building and sustaining systems to serve
customers.

Here we are not looking at all roles and functions, not even all of
those at work in the Gemba. We are examining the Gemba to find the
critical factors (what Tim Fuller calls the key leverage points), those spe-
cialized and pivotal roles and functions: the doctor in the clinic, the
press operator in a printing company, the purchasers and salespeople
in a wholesale distributor, and others. Some Gembas are so people-
dominated that it is relatively easy to identify the key players, the piv-
otal roles and functions. Some Gembas are machine-dominated and
some may have relatively few highly skilled people involved, as dis-
cussed later in Chapter 4.

Identifying Critical Functions and Key Players

Once again we will talk about the Gemba, although what we
say will also apply to non-Gemba work. Our purpose here is to pro-
vide one focus for our efforts to maintain an uncluttered flow of
work.

1. Which participants in the work flow are directly serving the cus-
tomer or directly adding value to goods and services that are work-
ing their way through the process on their way to the customers?

2. Which of these participants are difficult to replace because of the
breadth or depth of knowledge and mastery of skills necessary to
perform the function?
■ Some obvious examples: doctors, lawyers, skilled program-

mers, master chefs, and architects.
■ There are gradations of necessary skill and knowledge. Cab

drivers in London take three years to acquire what is called
“the knowledge.” In some sales organizations the training
of a new salesperson may require only three hours. In oth-
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ers it may take three years. We are trying to identify those
positions or functions that require a more demanding level
of skill.

3. Which of these value-adding, highly skilled participants directly
affect the capacity of your organization to serve the customer?
(“Customer demand is so strong that if we could find more
skilled machinists we could increase our business by 40 per-
cent.”)

Elsewhere (Chapter 9) we will discuss related issues such as how to
pay those with such indispensable and hard-to-find levels of skill. Here
we are simply examining the workplace to identify the critical factors
and leverage points. So far in our examination of the Gemba, we have
looked at the flow of work, the sequence of interdependent steps that
can be described using one or another form of flowchart. Then we have
looked at the critical functions and key players: participants in the
Gemba who perform indispensable functions requiring a high degree of
mastery.

Next we look at the core resources, the nonhuman leverage
points in the Gemba. As we mentioned above, some Gembas are peo-
ple-dominant, some are equipment-dominant, and some are both. In
the following section we look at the nonhuman critical resources that
we call the core resources.

Figure 4-9 pictures the concept of critical functions, key players,
and core resources.
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Critical functions 
key players

Core
resources

Figure 4-9. Critical functions, key players, and core resources.

providing to the creating going to
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Core Resources

As we examine the Gemba, we must also look at those core resources
other than people. Here we look at the equipment and machinery, the
facility or workplace where the Gemba work is performed, the layout
of the work space, the materials, supplies, ingredients, environment,
and procedures of the Gemba.

We don’t consider every single item under these types of re-
sources. Similar to our examination of the critical functions and key
players, we look for those core resources that are critical factors, the
indispensable factors that contribute to successful outcomes in the
Gemba.

Our purpose in examining these core resources is to provide an-
other point of view when we seek to create an uncluttered flow of
work.

These approaches are also applicable to non-Gemba workplaces.
Again, however, we are trying to maintain a Gemba-as-priority per-
spective on work. Some questions to ask when examining the core re-
sources:

1. Which core resources directly add value to the customers or
to products and services on their way to the customers? For
example:

■ A printing press in a printing company

■ A kiln in a pottery factory

■ An MRI in a hospital

■ The floor of a dance hall

2. Among those core resources that are value-adding, which are
expensive to purchase, install, and maintain? For example:

■ A $15 million paper machine

■ A pizza oven

■ A printing press

■ Ski lifts and snow machines on a ski hill

3. Which core resources can create delays or bottlenecks or oth-
erwise limit your capacity to serve the customer?

■ The organization and layout of the warehouse in a mail
order operation
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■ Appointment scheduling and the speed of records access
in a doctor’s office

■ The adequacy of the supply of food and various ingredi-
ents as well as clean dishes, glasses, and utensils in a
restaurant

4. Which core resources are characterized by safety and worker-
friendliness? The Gemba and other workplaces must be safe
and ergonomically sound. We owe this to our workers, our
customers, and the communities within which we work. In
our examination of the workplace, we should ask questions
such as the following:

■ What environmental dangers do we create with our
processes? What are the systemic causes?

■ What frequency and patterns of injuries and accidents (or
near injuries and accidents) do we experience in our work-
place? What are the systemic causes?

■ To what work-habit or ergonomically related syndromes are
our workers subjected? For example:

— Carpal tunnel syndrome for typists

— Back problems for factory and warehouse workers

■ What can we learn from industry research on the safety
and ergonomic issues to which the people doing our types
of work and work processes are vulnerable?

We want to identify those core resources that have impact on the
precision, accuracy, completeness, timeliness, customer-friendliness,
and overall quality of our goods and services as well as the safety and
worker-friendliness of our processes. In all of these except for the safety
and ergonomic issues, which must predominate everywhere, we should
give priority to the Gemba. We should have a reasonably clear picture of
the flow of work, the critical functions and key players and the core re-
sources of the Gemba. For the entire workplace, not just for the Gemba,
we need a keen awareness of the safety and ergonomic needs and issues.

Figure 4-10 displays some of what we have described thus far,
showing examples from a variety of Gembas. This is not intended to
be a complete listing of all the important factors. Rather, it shows
some examples to stir up your own thinking for your own workplace.
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TWENTY RULES AND GUIDELINES
FOR THE GEMBA

1. Give priority to the Gemba. As I have emphasized already, the
Gemba is the heart of your organization and it must take
precedence over everything else. While these principles and
guidelines apply and will be helpful all over your organization,
apply them first in the Gemba and work outward from there.

Getting the Daily Work Done 107

Gemba Guidelines

Here is a list of the 20 guidelines for the Gemba.

1. Give priority to the Gemba.

2. Focus on clearing out and cleaning up the Gemba.

3. Make sure the core resources, especially those with key functions
and roles, are almost always busy doing Gemba work.

4. Study the Gemba processes and core resources.

5. Make changes to reduce costs in the Gemba (without compro-
mising quality).

6. Streamline the Gemba and organize the work.

7. Identify and eliminate waste in the Gemba.

8. Don’t keep the Gemba waiting.

9. Don’t interrupt or disrupt the Gemba.

10. Error-proof the Gemba; make it more robust.

11. Standardize recurring Gemba tasks when the important factors
are controllable.

12. Address the out-of-control factors in the Gemba.

13. Make changes in the Gemba to increase throughput.

14. Identify the key process indicators and routinely monitor them.

15. Maintain continual education and training for the Gemba.

16. Make the Gemba “hum” with communication.

17. Develop in the Gemba the reflexes, habits, and processes for
continual PDSA.

18. Attend to the human needs of the Gemba people (and every-
one else as well).

19. Make the Gemba a fun place to work.

20. Assume that “everything is felt in the Gemba.”
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2. Focus on clearing out and cleaning up the Gemba. There are
two categories of work that apply here.
■ Systemic cleaning up and clearing out: Look at the actual

work flow and make changes that will eliminate unnec-
essary and non-value-adding steps. The opportunity flow-
chart may be a useful tool for this.

■ Physical cleaning up and clearing out: When the Gemba is
neat, tidy, and well-organized it will be harder to lose
things and easier to find things, and generally more pleas-
ing to the eye.

3. Make sure the core resources and especially those with key func-
tions or roles are always busy doing their Gemba work.
■ In a medical clinic or law office, you don’t want everyone

else occupied while the doctor or lawyer sits idle. Make
sure the core resources are occupied with Gemba work.

■ You don’t want a $15 million paper machine sitting there
doing nothing.

■ If there is excessive variability in the earlier steps, result-
ing in core resources standing idle, work to reduce this
variability, making a more predictable flow.

■ Schedule the work of the core resources carefully, so that
it is occupied with the most important work in the most
efficient way.

4. Study the Gemba processes and core resources.
■ Your Gemba people must be students, experts, and mas-

ters of the Gemba work.
■ Your Gemba people should know the factors necessary to

make the process function well even under unstable condi-
tions. They should know more about your equipment and
machinery than the designers and manufacturers of it.

■ Your Gemba people should be masters of the sciences and
methods that result in the best output for your cus-
tomers.

5. Make changes to reduce costs in the Gemba.
■ Reduce waste, scrap, and rework.
■ Reduce, reuse, and recycle materials (without compro-

mising quality).
■ Study ways to use less (materials, time, space, personnel,

etc.) with equal or better results for the customer.
■ Let the customers share in the savings.

108

108 CHAPTER 4

schlts04-10-12.qxd  8/20/01  8:37 AM  Page 108



Getting the Daily Work Done 109

Aisin Seiki and the Ozashiki

Aisin Seiki is part of the Toyota family, partly owned by the auto giant
and a supplier of various parts.

Aisin Seiki challenged the Deming prize, winning it in 1972.
In their Nagoya water-pump plant, one of their 1980 improvement

themes was to clean up the plant, making it like the Ozashiki, the parlor in
the typical Japanese home that was kept spotless (in case visitors should stop
by). Aisin Seiki spent five years pursuing this goal.

I had an opportunity to visit this plant in 1985, along with several
other American visitors. In spite of its manufacturing operations (drilling,
grinding, stamping, etc.), the plant was spotless, no grease, no dust, no fil-
ings. Almost every worker had his or her work station decorated home-
like with flowers, trees, pictures, clocks, and other amenities. Throughout
the plant were islands used by the workers for eating lunch, taking breaks,
and having meetings. These were built and are maintained by the workers
themselves. Some are quite spectacular with trees, tables, goldfish ponds
and fountains.

Each work station had formfit storage for tools, warning systems
telling when drills should be changed and systems to assure the reorder of
parts when the supply was low. Their just-in-time system applied not only
to the component on which they were working, but to the drills, etc. which
they used in their work.

How did they keep the place so clean? Their three minute clean-up
period for each shift, with each worker cleaning up his or her own area,
seemed inadequate to explain a degree of cleanliness that would make even
my mother envious. They constructed some dust and filing collecting appa-
ratus around their machinery. The workers have learned how to prevent
dirt and litter in their ordinary work equipment and methods.

The effect of such cleanliness is increased quality and productivity. In
a preventive mode, the absence of dirt and disarray can help avoid missing
parts and lost tools or distraction from a worker’s concentration. A side
effect of Aisin’s cleanliness, pointed out by the plant manager, has been in-
creased pride and self-confidence of the workers and supervisors. A series
of signs erected Burma Shave-style by workers on the plant floor reads,
“We are proud/Of our TQC corner/To the world.” The English wasn’t ele-
gant, but the message was eloquent. They have every right to be proud.
Photographs taken five years before show that this was a typical grungy
plant. Now it’s an Ozashiki. (From Scholtes, 1986.)
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6. Streamline the Gemba and organize the work.
■ Draw a floor map of the Gemba and trace the patterns of

movement (fast-motion video might be useful for this
study). Look for opportunities to reduce movement by
redesigning the layout.

■ Have a place for everything and have everything in its
place. Use signs, labels, and outline drawings to make
things easy to find and easy to return to their places.

■ Locate the frequently used equipment and supplies for
easy access.

■ Have ready access to what is needed for the current cycle
or task, for example, all the parts needed for assembling
one unit. Create a means for just-in-time availability of
what will be needed for the next task or cycle.

110 CHAPTER 4

Specs or Drop Test: Studying the Process

A European-based electronics corporation had subcontracted with a
Japanese television manufacturer. Months of protracted meetings and ne-
gotiations had resulted in numerous standards and specifications that the
Japanese company was expected to meet under the terms of the contract.

Several weeks after the specifications were completed, a representa-
tive of the Japanese manufacturer (JM) contacted the project manager for
the European corporation (EC).

JM: In one section of the standards you describe the exact specifica-
tion of the packing material that must surround the television set in the
carton.

EC: Yes?
JM:You also describe as a standard that the carton must withstand a cer-

tain drop test without damage to the television set in the carton.
EC: Yes?
JM: If we can meet the drop-test standard, must we still conform to

the packing specifications?
EC: No. The drop test is the more important measure.
JM: Very good! We have designed a packaging method that will with-

stand the drop test and reduce the size of the carton.
EC: Oh?
JM: And with a smaller carton we can put more units on each skid and

increase the units per shipment with no increased shipping cost.
EC: Oh?
JM: And we will, of course, pass the savings on to your company.

This true story demonstrates a commitment to improvement and
customer delight.
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7. Identify and eliminate waste in the Gemba.
■ Know the different types of waste and how to reduce or

eliminate them.
■ See “The Different Kinds of Waste” later in this chapter.

8. Don’t keep the Gemba waiting.
■ Don’t keep the key people waiting.
■ Eliminate bottlenecks.
■ Maintain the smooth, uncluttered flow of Gemba work.

9. Don’t interrupt or disrupt the Gemba.
■ Study the types and patterns of interruption and devise

methods to reduce or eliminate them, or handle the issue
without interrupting the flow of work.

10. Error-proof the Gemba; make it more robust.
■ Find methods to make the Gemba more:

— Mistake-proof — Flexible

— Omission-proof — Adaptable

— Inadvertence-proof — Simple

— Tamper-proof — Endurable

— Easily taught — User-friendly

— Easily learned — Versatile

— Tolerant of variation — Durable

— Forgiving — Rugged

— Resilient — Sustainable
■ Accomplish these through systemic changes, not through

exhortations and slogans.

11. Standardize recurring Gemba tasks when the important factors
are controllable.
■ See the next section, ”Standardization.”

12. Address out-of-control factors in the Gemba.
■ Give priority to the negative effects of these uncontrol-

lable factors.
■ Study the patterns of out-of-control-ness: When? Where?

Under what circumstances?
■ Determine the systemic causes of the factor that is out of

control.
■ Redesign the system or process to eliminate the cause,

avoid its impact, or at least reduce the likelihood of its oc-
currence.
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Eliminating Waste in the Gemba

This case is based on real improvement efforts that took place at a mid-sized manufac-
turing facility.

Before the streamlining
■ A fairly typical manufacturing and assembly layout. The entire operation was housed in

two buildings.
■ The main assembly area was long (150 ft.) with several long stretches when the prod-

uct was moving from one station to another while no work was being done on it dur-
ing the transition.

■ Large stacks of inventory
— Parts waiting to be supplied to assemblers
— Parts standing near the assemblers
— Parts waiting to be supplied to manufacturers
— Parts standing near the manufacturers
— Finished products waiting for orders and shipment

After the streamlining
■ All operations were moved into one facility. This was done by reducing movement dis-

tances, compacting operations, and dramatically reducing inventory and the space needed
to store it.

■ Main assembly line was reduced in length to one-fifth its previous span. Empty transi-
tional space was eliminated (on the first day of the effort). Inventory was removed from
the line area. Subassembly loops were created in compact work areas adjacent to the
main assembly line.

The flow of work
This took several months, but manufacturing, subassembly, and main assembly became so

synchronized that there were no accumulations of parts or subassemblies waiting to move for-
ward. Everything was a smooth flow—just-in-time.

Inventory
The smooth flow allowed a dramatic reduction of inventory. The smooth flow extended

backward to the suppliers who provided a slower, steadier flow of materials and parts on an as-
needed, just-in-time basis.

Time cycles and product inventory
The time cycles and pace of work were adjusted to reflect orders from the customers.

The time cycles for manufacturing and assembly were reduced so that production could be
more immediately responsive to requests from the customers. Instead of “pushing” the prod-
uct through to the warehouse where it sat and waited for orders, the operations managers
could reduce the finished-product inventory and extend the notion of smooth flow directly to
the customers. Now, customer demand “pulls” products through the system with less waiting
and need for storage. “We make our products just-in-time, not just-in-case,” said one manager.

(Continued on page 114.)
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13. Make changes in the Gemba to increase throughput.
■ Study ways to improve the capacity of the Gemba and in-

crease its capability to do Gemba work.
■ Increase the capacity of the core resources and key par-

ticipants.
■ Eliminate pauses and bottlenecks.
■ Off-load non-Gemba tasks to non-Gemba personnel, free-

ing up the time of the Gemba’s key players to do the crit-
ical functions.

■ A word of caution: If the Gemba work is flowing effi-
ciently, you must work to avoid a bottleneck in the steps
immediately following.

114 CHAPTER 4

(Continued from page 112.)

Staging areas
The Gemba operators don’t fetch parts. Each operator in the main assembly area, sub-

assembly areas, and manufacturing areas have staging tables. These tables are designed with sil-
houette outlines of each part needed for that assembly operation. The operator has ready access
to one complete set of parts. When that set of parts is used—when a cycle has been complet-
ed—a new set of parts replaces it on a just-in-time basis. This replacement task is done by a high-
ly mobile parts coordinator. (The Japanese name for this role is “water spider.”) The role of parts
coordinator is filled only by very experienced and knowledgeable former operators. The work of
the operators and assemblers, therefore, is not disrupted. The flow is unbroken.

Ergonomics
The replacement of materials and tools reflects efficient, safe movement. Before, for in-

stance, an assembler needed to walk back and forth to a bench to pick up a drill when needed.
After streamlining, the drill and other such tools were hung in holsters or slings attached to the
line platform, inches from the operator’s hand. One of the operators said to me, “I do less work
now and get more done!”

This example is a composite of three improvement efforts I have either been part of or
witnessed. Such streamlining took several months of intense effort, though some streamlining
was accomplished in the first day. The methods used are based on the approaches of the Kaizen
Institute.

You will note that in the example described above, the following types of waste were ad-
dressed:

■ Overproduction
■ Excess inventory
■ Waiting
■ Unnecessary motion

(See Bohman, 1992.)
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14. Identify the key process indicators of the Gemba and routinely
monitor them.
■ Learn what the Gemba’s “vital signs” are. Record the data

in an appropriate manner and analyze and interpret the
data appropriately.

■ Get help from someone well versed in statistical applica-
tions.

■ Create systems for collecting, recording, and analyzing
the data. (Chapter 7 examines some of these issues.)

15. Maintain continual education and training for the Gemba.
■ Use multiple modes and means to assure that people

learn what needs to be learned.
■ If you must err, err on the side of too much education,

training, and communication.
■ Devise ways to educate, train, and communicate that are

both effective and minimally disruptive of the Gemba
and its work.

16. Make the Gemba “hum” with communication.
■ Successful projects and teams have continual communi-

cation within the group and between the group and its
surrounding systems.

■ Communication must be through varied modes and
media. Ask, “What must be communicated to whom and
how do they best learn?”

■ Let the Gemba “hum” with communication and “blos-
som” with visual displays of work and progress.

116 CHAPTER 4

Quick Response

Some comments from Rajan Suri, Director of the Center for Quick
Response Manufacturing at the University of Wisconsin–Madison.

One of the biggest competitive edges a company can have is speed in
the delivery of their products. Companies that are not able to do this
will lose market share.

If you want to be efficient, you should have 10 to 15 percent idle ca-
pacity so you don’t have a big backlog and can serve (your cus-
tomers) faster.

Reported in the Wisconsin State Journal, December 1, 1996.

schlts04-10-12.qxd  8/20/01  8:37 AM  Page 116



17. Develop in the Gemba the reflexes, habits, and processes for con-
tinual PDSA.
■ PDSA is a continual cycle of planning, doing, studying, and

acting (see Chapter 2). It builds forgiveness and learning
into things gone wrong. We cannot guarantee that we
will never make a mistake. We can, however, guarantee
that we will learn from our mistakes.

■ With PDSA there is no failure. Mistakes are an opportuni-
ty to learn. Mistakes are what we discover when we study.
Then we react, and adjust the process in response to what
we have learned. We can then act, provided we have suf-
ficient data to know what response is appropriate. The
data we gather, the studying we do, and the adjustments
we make allow us to prepare more effectively for planning
the next cycle.

■ In the Gemba, we learn to continually study the key in-
dicators of the process (KPIs) and the key quality charac-
teristics (KQCs), attributes of the products and services
important to our customers. We use this data to learn
how to adjust the process without tampering with it
(Deming 1994, Chapter 9).
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Komatsu: Foolproofization

One of the Deming award companies we visited in 1985 was Ko-
matsu, a heavy-equipment manufacturer. In their Awazu plant we saw ex-
amples of error-proofing. For instance, a unit moving through an assembly
area has a credit-card-size mag card attached to it. Programmed into the
mag card are instructions to the various tools and equipment on the as-
sembly line.

At one station the worker tightens bolts with an impact wrench. Be-
fore doing the task the worker inserts the mag card into the machine that
controls the equipment. This programs the equipment so that the bolts are
automatically tightened to the proper torque—neither too tight nor too
loose. The equipment also counts the bolts as they are tightened, notifying
an operator who tries to forward the assembly with a missing bolt.

Komatsu identified the most common mistakes in their process and
built error-proofing into their methods when possible.
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18. Attend to the human needs of the Gemba people (and everyone
else as well).
■ Make the Gemba safe and ergonomically sound. Do this

not through slogans and exhortation but by removing
the systemic causes of injuries and health hazards.

■ Have nearby break space and accommodations for meals,
meetings, and training.

■ Allow for people’s needs to socialize and communicate
spontaneously.

19. Make the Gemba a fun place to work.
■ Remove the sources of “un-fun.”
■ Develop things that are fun.
■ Let the Gemba people lead in this effort.

20. Assume that “everything is felt in the Gemba.”
■ All the diseases in the organization create symptoms felt

in the Gemba.
■ All the well-intentioned plans and decisions made else-

where for various reasons will create repercussions in the
Gemba.

■ A rule of thumb: Do nothing without first asking, “How
will this have impact on the Gemba?” If your response is,
“It will have no impact on the Gemba,” then look deep-
er. There is something you have missed.

■ See Petronius Arbiter’s quote on page 79.

118 CHAPTER 4

Pete Gillespie’s Barber Chair

One of my manager heroes was Pete Gillespie. Pete
was president and CEO of a Chicago paper merchant, buying
paper from paper mills and selling it to users. I knew Pete
when I had a summer job in his warehouse. Pete had a spare
office next to his work office and it contained a barber chair
and haircutting supplies. One way Pete kept in touch with the
men in his company was to give them free haircuts.

He was a good barber, though he apparently never
learned to cut women’s hair. Everyone—managers, sales
personnel, hourly workers, and even the summertime
warehouse help—would make an appointment to have a
haircut by the CEO. During the haircut, Pete Gillespie
chatted and got to know his people.

The lesson here is not that managers should become
barbers, but that managers should find ways appropriate to
them to keep in touch with their people.

schlts04-10-12.qxd  8/20/01  8:37 AM  Page 118



STANDARDIZATION

Much of our work consists of repetitious work: changing a roll on a
printing press or changing a roll on a cash register, closing the
books every year or closing the office every night, running a week-
ly meeting or running an annual conference.

Repeatable tasks can be studied and improved. We can deter-
mine the most efficient, most reliable, easiest, safest, and most pro-
ductive way we know to do this work. Then we can document that
method, teach it to everyone involved in this task, and reinforce its
continual use in a variety of worker-friendly ways.

Standardizing a task around a single best method results in a bet-
ter product and service for customers, greater ease in training new
workers, and improved ability to solve problems and improve the
process even more. While the best-known method is being used as
part of the routine, employees can continue to study the task to come
up with an even better method. The effort thus keeps going.
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Everyday PDSA

When a noted Japanese teacher of quality was visiting a U.S. city, he
was invited to visit a local hospital. The top managers of this hospital were
avid followers of Dr. Deming, sincerely applying the quality philosophy
throughout their organization. It was they who wished to meet with this
visiting Japanese expert.

When the visiting expert arrived at the hospital at the appointed
time, only one of the hospital’s managers showed up. The woman coordi-
nating the meeting on behalf of the hospital was embarrassed and apolo-
getic. She asked to reschedule the meeting for another time.

“Certainly,” was the Japanese teacher’s response, “but first let us
learn from today.”

“How shall we do that?” the woman asked.
“Why did so few show up today?”
“Perhaps because it was so close to the holidays. People may have

taken the day off. But they had agreed to this date! I don’t know.”
“How could you find out?”
“Ask them, I suppose.”
“Maybe we should do this: You conduct an investigation to find out

the various causes why this meeting didn’t occur. Then call me up next
week and we will discuss a plan for the next meeting.”

The visitor’s reflex was PDSA. An unsuccessful meeting was an op-
portunity to learn. Data was important, not speculation. Improvement was
important, not blame or apology. Learning was important, not simply an-
other attempt without new understanding of what is necessary for success.
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What Is a Standard?

A standard is a documented, best-known method to perform some
task or process. A standard combines technological knowledge and
process know-how, putting them in written form so everyone can use
them. The purpose of a standard is to:

■ Make it easier for people to do their jobs.
■ Avoid the known pitfalls in a task.
■ Assure safe operations.
■ Make it easier to teach new employees.
■ Make it easier to track down the cause of a problem.
■ Eliminate unnecessary variation caused by too many methods

being used to accomplish the same task.

Characteristics of a Good Standard

■ Clear and specific. It describes precisely what steps to take,
when to take them, how to do them, why to do them, what
to monitor, and how to respond to signals of problems.

■ Designed for the uninitiated. It should be understandable by
new and not fully trained employees. Design it for those who
fill in when the regular process operator is home sick.

■ Realistic. It must be workable and easily followed and understood,
and must include nothing unnecessary or contradictory.
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Gathering Points

When communicating with employees, managers can use the equiv-
alent of a product-out approach or a customer-in approach. Product-out
means, “This is what we want to communicate to them and here is how we
want to communicate it.” Customer-in means, “Here is what they believe is
important for them to know and this is how they learn about things.”

One company, wanting to communicate production changes, decided on
multiple methods of communication.They asked people on the floor how they
usually heard about things. Unexpectedly, most people said “At the picnic ta-
bles outside, during lunch and breaks.” Therefore, the managers included this
medium in their communications system: Printed announcements were left on
the outdoor tables, and someone from planning was available out there to an-
swer questions.

Where are your organization’s “gathering points”? Pick places where
almost everyone goes and where they are likely to wait idly.These are often
the places where informal socialization occurs: fax machines, coffee sta-
tions, copy machines, restrooms, elevators, etc.
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■ Agreed-upon. The standard should come from a consensus of
those who must use it. They should study the methods and
use data to determine which one method will work best.

Questions to Ask When Something Goes Wrong

■ Do we know where in the process the problem occurred?
■ Does that part of the process have a standard method?
■ Do all the people working in that part of the process know the

standard method?
■ Is the standard method routinely used? This should not be

seen as or used for the purpose of uncovering a culprit. Even
if a single individual didn’t use the standard, we should con-
sider this an opportunity to improve the process:

— Perhaps that individual has developed a better method.

— Perhaps something is inadequate in our training process.

— Perhaps the standardized method is not suitable for this
type of worker (because of height, left-handedness, etc.).

— Perhaps there is a rarely occurring special cause of which
we have been unaware.

In Order to Develop a Standard:
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Establish a 
best-known 

method

Document the 
best-known 

method

Prepare for 
its use

Use the new 
method

• Use data to 
support which 
method is best

• Make the method 
as “inadvertence- 
proof” as 
possible

• Involve those 
who will be 
using the new 
method

• Build consensus 
around the new 
method

• Use flowcharts 
and standardized 
process charts

• Show how to do 
the new method, 
what problems to 
monitor, how to 
react to signals of 
problems

• Use manuals, 
checklists, and 
graphic 
instructions

• Use instructional 
displays at the 
exact spot where 
the new method 
will be used

• Prepare to train 
people in the new 
method

• Train the trainers

• Prepare materials
– For the current 

employees
– For future new 

employees

• Plan the details for 
launching the new 
method

• Decide how 
progress and success 
will be monitored

• Use a little 
hoopla for the 
first day/week/ 
month of use

• Monitor the new 
method to learn 
if it is:

– Being used 
consistently

– Resulting in 
an improved 
process and 
improved 
results
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A Standardized Process Chart

Shown in Figure 4-11, a standardized process chart is a way to
document the critical information regarding a process or task after it
has been standardized. Ideally, tasks or subtasks should fit on one
page.

Because the process depicted in Figure 4-11 is a single-person
process, this standardized process chart uses a simple flowchart in the
left-hand section. If the standardized process required interaction be-
tween several people, a deployment flowchart would be appropriate
(see Figure 4-5).

For this particular worker (this is a real example from a real work-
place), running the carton labeler represents only one of several tasks.
Rather than a conventional job description, the employee has a sheaf
of standardized process charts describing the 15 or so processes in-
volved. Thus the worker knows what jobs to perform, how to do each,
what is important to check or monitor, and how to respond to the sig-
nals observed while observing the key process indicators. Contained
on one page is the do, study, act information for a PDSA cycle.
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Checking key process indicators Responding to signals

Control glue 
temperature 

must be between 
120° - 135°

Before each run, 
record 

temperature on 
control chart.

Above 135°—flush pot and refill.
Below 120°—hold the process.  Adjust 

temperature.  Move up one notch.  Read every 
90 seconds for 12 minutes.

When the control chart indicators either 
special causes or a stable process at an 

unacceptable level, discuss possible 
remedies with the finishing supervisor.

Doing the work

Receive
order

Run
labeler

Transport
labeled cartons

to cartoner

Order Form

Item number

Label shelves

Fill 
between 
lines

Glue pot

Get the
labels

Load the
labels

Check the
glue pot

Load the 
cartons

Figure 4-11. An example of a standardized process chart for a carton labeler operator.

indicates
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Keeping a Straight Stack

It is important to know how to translate customer needs (key qual-
ity characteristics) into points of control in the process (key process indi-
cators). My favorite example of this occurred in the early 80s at a Kimber-
ly-Clark plant in Neenah, Wisconsin.

Kimberly Clark’s Kleenex™ tissues advertised the feature “pull up one,
up pops another.” It is one of their key quality characteristics.

If the stack is not straight, it fouls up the cutting and boxing process
or it may survive that part of the process and get boxed up but not pro-
vide the important customer feature—“pull up one, up pops another”—
because the tissues are trapped in the box.

Only two veteran operators knew how to consistently keep a
straight stack and they were near retirement. Therefore, the operators set
up a project to study what these men did. The veteran operators ran the
machine on intuition and instinct. They couldn’t explain what they did. So
the project consisted of two sets of observers, one for each veteran oper-
ator, taking notes and writing down what these experts were responding
to (sometimes a subtle change in the sound of the machine) and how they
responded.

It took a few weeks to get what the operators did down to a stan-
dardized method, but they got it done. As a result, every operator kept a
straight stack.

Tissue

Straight stack Not straight

Misaligned

Loose tissues

Tissue
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This particular operator knows from experience that this process
has three vulnerabilities: wrong labels, empty glue pot, and glue that
is too hot or too cold. Each of these opportunities for error is ad-
dressed in this standardized process chart with a little more detailed
description and the instruction to enter the glue temperature on a
control chart. In this case, the mechanism controlling glue tempera-
ture is sufficiently erratic that the worker is using data entered on a
control chart to determine if this equipment can be kept in control or
should be replaced.

Figure 4-12 describes the standardized process chart format.

Guidelines for the Standardized Process Chart

1. The chart should ordinarily describe, on a single page, a spe-
cific task or operation. If your operation is too long to fit on
one page, break it down into subtasks, and put each on a sep-
arate page.

2. Eventually people’s jobs—at least the greater proportion of
their jobs—can be described using a series of these charts.

3. Avoid needless effort. Focus on what is important and use-
ful. Add detail where and when it is needed.

4. Start where you are feeling pain. Use this chart first on
processes with which you are experiencing problems. Moni-
tor only those indicators that you know from experience are
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1. Doing the task
2. Checking key 

process indicators
3. Responding

to signals

This section uses a 
flowchart to describe 
the sequence of 
activities and—if 
appropriate—the flow 
of work between 
interactive groups and 
individuals. More 
detailed information 
may be included here 
or, if necessary, 
referenced here.

Many processes have 
critical steps that need 
to be monitored by the 
operator. These steps 
have “key process 
indicators” (KPIs) vital 
signs that indicate 
whether or not the 
process is in control and 
on track. These should 
be used sparingly, only 
when you know of a 
point of vulnerability.

• A KPI informs you that an 
adjustment is necessary. The 
instructions for response are 
placed in this part of the chart.

• This describes immediate 
responses for the operator as 
well as who to inform 
regarding the performance of 
the process, in case more than 
process adjustment and 
control is necessary to avoid 
problems.

Figure 4-12. The format for the standardized process chart.
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important to monitor. Columns 2 and 3 don’t need to be
filled out on every standardized process chart.

5. Don’t overdo it! If you initiate a standardized process chart
blitzkrieg in your organization, you will drive people crazy.
Do some pilot standardization activities. Gradually expand
the effort, learning as you go. Let groups and individuals
standardize processes one at a time at a workable pace, start-
ing with those processes that need standardization most.

6. The same format can be used to describe a supervisor’s or
manager’s job. Figure 4-13 shows one of the larger work
flows coordinated by the finishing supervisor, the carton
label operator’s boss. Note that one of the processes in this
system, “Packages product in labeled cartons,” shows
where the carton labeler operator fits into the finishing
system.
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Doing the work Checking key process indicators Responding to signals

Manufactures 
and assembles 

product

Sends to shipping 
(S)

Receives order 
from customer 
service (CS)

Receives
product

Stores
product

Cuts-trims
weighs and 

wraps product

Stores
product

Packages
product in

labeled cartons

Shipping
receives
products

Hourly count of 
stored product

Hourly count of 
stored product

Work in process: 
Count of stored 

product recorded on 
control chart every 

hour

Bring WIP control 
charts to 

weekly meeting
of supervisors

Figure 4-13. The finishing system managed by the finishing supervisor.

Receives order
from customer

service

Sends to shipping

Bring WIP* control
charts to

weekly meeting
of supervisors

*Work In Process

Cuts, trims,
weighs, and

wraps product
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When using a flowchart such as this to review their jobs, managers
need to pay attention to the arrows, the transition points in the systems.
Managers usually get in trouble when they manage “inside the boxes.”
Managers should rely on their Gemba people to do the work inside the
boxes. Managers manage the arrows and the white spaces.
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ISO 9000

On the surface, ISO 9000 (or its automotive equivalent, QS 9000) seems like the right thing
to do. You must make your processes consistent, document the consistent processes, and have
your consistent processes certified by an ISO inspector. Then you are ISO certified. Voilà!

What is wrong with ISO?

■ The pursuit of quality is a long and arduous journey, requiring a holistic, integrated, sys-
temic approach. Standardizing is a good thing to do. That is what this section is all about.
However, standardization must be an effort guided by a larger context. ISO offers no
greater purpose or larger context or system.

■ A company can have consistent standardized processes that, though they are document-
ed and certified, end up infuriating the customer. ISO doesn’t attend to whether your cus-
tomers are displeased. If one of your certified processes subverts another of your certi-
fied processes, you can still have those processes approved by ISO. If you are doing the
wrong thing, ISO asks only that you do it consistently.

■ There is a certain paternalism and a tone of distrust inherent in ISO. ISO implies that com-
panies won’t do this standardization effort, or at least won’t do it correctly, unless the
“ISO police” are there to inspect and approve it. It is an example of the “teacher check-
ing your homework” syndrome. ISO displaces your company’s internal motivation to do
good work with ISO’s external motivation. This is inconsistent with the spirit of quality.
Who is it who has decided that you must be certified into good work? Who decides that
“we are fit to declare you to be OK?” You don’t decide.Your customers don’t decide. The
ISO police decide!

■ ISO assumes that each inspector is consistent in his or her methods with all the other in-
spectors. However, those who have been inspected have reported wide disparity. Just like
teachers checking homework, there are easy markers and hard markers. ISO inspections
themselves, it seems, are not standardized.

■ ISO is positioned as something you must do to export to Europe. Not true! There is no
single standard for all of Europe. Also, some European countries do not insist on such
standards.

■ Becoming ISO certified or recertified is expensive and bureaucratic.You will be faced with
a dilemma should you improve one of your certified processes: Do you use the certified,
unimproved process or do you use the uncertified but better process? If you choose the
latter, do you incur the expense of recertification, or do you just do it anyway?
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Managers may also be useful in helping the
Gemba units establish and maintain feedback
loops between each other. Managers should also
work with them to create feedback loops with the
outside customers. (See ”Feedback Loops” later in
this chapter.)

Last Comments on Standardization

There is a delicate line to walk when dealing with standardization. On
the one hand we want methods of work that are usefully constrain-
ing, that eliminate needless variation in method and, therefore, in
output. While people may think of their jobs as art forms, dependent
on their own unique and individual genius, seldom is this the case.
While we want to eliminate art-form-like caprice and needless varia-
tion from work, we do not want to make work oppressively rigid and
obnoxiously bureaucratic. Between these is the fine line. By involving
people in the standardization of work we can remove some of the op-
pressiveness of it. People are less likely to balk at standards they have
devised. Recognizing that we need not standardize everything should
help. Also, agreeing to begin with those processes that we all ac-
knowledge need to be standardized should help. The ideal is for peo-
ple to take charge of their own standardization effort. Myron Tribus
recalls a conversation with Mr. Sasaoka of Yokagawa Hewlett-Packard
when the president of YHP described how they required each new
worker to rewrite the instructions that describe how to perform the
standardized work processes. The new worker is probably a good
judge of how much standardization is necessary and how much is too
much.

THE DIFFERENT KINDS OF WASTE

Having identified the flow of work, the critical functions, key play-
ers, and core resources, and having discussed how to standardize the
recurring processes, we now explore another aspect of daily work:
waste. Many of the rules and guidelines identified previously focus
on such items as clearing out and cleaning up the Gemba, making
changes to reduce costs, streamlining the Gemba, and identifying
and eliminating waste. We will address these issues in this section.

There are some principles we should keep in mind as we seek to
make the Gemba (or any other part of the operation) more efficient
and productive:
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Standardizing Sales

Perhaps more than other professionals, salespeople are inclined to see them-
selves as a unique subspecies of the human race. “This stuff may work with those
other people,” they protest, “but salespeople are different. What we do is intuitive.
We have to use our instincts. There is no system here. It’s an art form!”

Such was the response among the salespeople at one very high-tech
product/service organization. They provided very sophisticated financial systems soft-
ware tailored to the needs of the user. These salespeople also had to be very techni-
cally astute.

“Do you go out and make sales calls?” I asked. They responded in the affirma-
tive.

“So let’s look at that sales call this way.” I drew on the flipchart:

“What is important to do before the sales call?” They offered various answers,
which I listed. Some items caused discussion among the salespeople, not so much dis-
agreement among them as an awareness of interesting differences in their approach-
es.

Then we moved on.“What is important during the sales call?” I asked.They offered
several items, but when one salesperson said, “The presentation is the most important
part of the call!” everyone agreed.

“What constitutes a good presentation?” I asked. The salespeople started list-
ing a number of factors. Once again they mostly agreed, though there were some in-
teresting variations. Then I asked two important questions:

■ “Who decides what is a good presentation?” It took them a while to say,
“The customer does!”

■ “And how do your customers define a ‘good presentation’?” Silence.

So we devised a little research project for the sales force: Talk to customers
about sales presentations they have seen. What made some better and some worse?
How can our presentations be improved? What are you, the customer, getting in our
presentations that you don’t need? What do you need that you’re not getting?

What happened here? The salespeople started looking at their work as a process
aimed at customers, a process that can be improved with feedback from the cus-
tomer.

We didn’t use the words “system” or “process.” Nor did we need to debate the
issues of intuition and art form. But we started examining the system called selling.
Also, these salespeople got excited about the exploration.

Before the 
sales call

During the 
sales call

After the 
sales call
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■ We must not seek greater efficiency and increased productivi-
ty by simply exhorting workers to work harder and faster. In-
ducing greater stress is not leadership, nor will it lead to im-
provement.

■ We must not achieve increased efficiency and productivity by
compromising the functionality of our systems and processes.
Short-term productivity gains may create long-term chaos.

■ We should not achieve greater efficiency and productivity at the
cost of reduced customer satisfaction.

How, then, can we increase efficiency and productivity?
By reducing or eliminating waste. This must be done not by edict
but by careful study and well-planned efforts.

Waste Plus Complexity and Bureaucracy

1. The waste of overproduction
■ Making more than you need
■ Having more capacity than you can possibly use
■ Having more space than you need

2. The waste of excess inventory
■ Having more materials, supplies, ingredients, and compo-

nents than you need
■ Excessive levels of work-in-process

SOME COMMENTS ON OVERPRODUCTION AND EXCESS
INVENTORY

■ The ideal is a constantly moving flow, where nothing waits or
accumulates. The best way to determine the appropriate lev-
els of production capacity, inventory, or work-in-process is to
start with patterns of customer demand. Then conduct time-
order statistical studies to create profiles of the variation in
your systems. Learn the range, average, and patterns of varia-
tion on the demand for products or services, the cycle times
for total production, and the times for each phase within the
total time cycle.

■ Determine the levels of production, inventory, and work-in-
process with data based on current actual performance, not
hunches, wishes, and dreams.

■ When your improvement plans include specific interventions
to reduce cycle times or increase capacity, then a commensu-
rate adjustment in the levels of production, inventory, and
work-in-process may be appropriate.
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The Different 
Kinds of Waste

1. Overproduction

2. Excess inventory

3. Transportation

4. Waiting

5. Unnecessary 
motion

6. Overprocessing

7. Correction

8. Complexity

9. Bureaucracy
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3. The waste of transportation

The time it takes to get your products or services from you to
your user/customer is waste.

COMMENTS ON TRANSPORTATION WASTE

■ You may consider transportation as inevitable. From the cus-
tomer’s point of view, however, it is waste. An example:

Kikkoman used to transport soy beans from the United States to
Japan, brew soy sauce, and export the bottled soy sauce back to the
United States. In the late 1970s Kikkoman defied tradition and
built a production and bottling plant in Wisconsin, thus eliminat-
ing a lot of transportation waste.

■ You may never eliminate all transportation waste (unless you find
a way to “beam” your products and services to your customers),
but you should continually seek ways to reduce it.

4. The waste of waiting

Waiting wastes many things: people’s time, idle facilities, equip-
ment, and other unused resources. Waiting interrupts the flow and
rhythms of work. Assemblers can’t complete the assembly of a unit.
Managers can’t complete plans because of information that is not
ready. Builders can’t continue building because needed materials are
late, and because the builders are late, the plumbers and electricians
are delayed on this job and on all the other jobs on which they are ex-
pected to work.

SOME COMMENTS ON WAITING

■ As you explore the Gemba, look for signs of waiting. Ask the
Gemba workers how often they must wait, for what types of delay,
for how long.

■ Don’t keep the Gemba waiting. This is rule #1. For example, keep-
ing a materials handler waiting is more harmful if it results in
keeping an assembler waiting. Keeping a manager waiting is less
harmful than keeping a machine operator waiting.

■ Good planning and process knowledge should virtually eliminate
all waiting. Collect data on the causes of waiting. Start with the
type of waiting that consumes the most time. Find the systemic
causes of the waiting and eliminate them.

5. The waste of unnecessary motion
■ Poor layouts that require unnecessary or excessive move-

ment
■ Physical distances that require unnecessary or excessive

movement
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■ Poor ergonomics
■ See the example “Eliminating Waste in the Gemba” (pp.

112-114)

SOME COMMENTS ON UNNECESSARY MOTION

■ Sometimes it is useful to draw a floor plan of your office or shop
and trace the physical movement of a job as it works its way
through the work space. An alternative method of conducting this
study is to use a fast-motion video. (See Figure 7-12.)

■ Does the layout of the office or shop reflect the logical and
smooth-flowing sequence of steps in a process, or are workers re-
quired to double back to perform intermediate steps? Are the
tools and equipment within easy reach of the person using them:
no stretching, stooping, or walking back and forth to retrieve
items?

6. The waste of overprocessing
■ Steps that add no value
■ Empty busy-ness, make-work
■ Multiple inspections, multiple signatures
■ Skeuomorphs (see sidebar)

SOME COMMENTS ON OVERPROCESSING

When developing a flowchart of the process, it is useful to ask the
purpose of each step. (“Why do we cut off the ham shank?”) Then ask
whether this purpose continues to be relevant. This may help to identi-
fy unnecessary steps and indications of overprocessing.

7. The waste of correction

Deming once said, “Let’s make toast American style. You burn.
I’ll scrape!” The waste of correction is the waste involved in inspect-
ing for mistakes and errors and then in undoing and redoing things
gone wrong: scraping burnt toast, remedial activities in school, dam-
age control, inspection and correction, apologizing to the customers
(necessary, perhaps, but an indicator of waste).

AN EXAMPLE OF OVERPROCESSING LEADING TO CORRECTION
LEADING TO OVERPROCESSING

In a company that manufactured boards for printed circuits, one step
in the process involved copper plating and a later step involved brush-
ing the copper. When asked what they were doing and why, those doing
the brushing said, “We’re brushing the copper plate to get it down to
the proper thickness. We have to do this because the group doing the
plating puts too much on.”
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We walked up the line to where the operators were dipping the
boards into the plating tank and asked them to describe what they were
doing and why. They told us.

Then we asked, “How do you know how much copper plating to put
on?”

They explained and added: “But, of course, we always add a little
extra.”

“Why?” we asked.
“Because those folks down the line are brushing the hell out of it!”

8. Complexity

Complexity is a combination of waiting, unnecessary motion,
and correction. Complexity is work that is added because the task
wasn’t or couldn’t be completed correctly with the first effort. This
notion was first introduced by Tim Fuller (1985).

Figure 4-14 is a simple flowchart of a copy machine process with
no errors occurring. Now look at that same process when errors occur
(Figure 4-15).

The copy machine process is displayed using an opportunity
flowchart (see Figure 4-6) with the errorless steps on the left flowing
downward and the complexity to the right of the vertical divider.

9. Bureaucracy

Bureaucracy is a peculiar combination of other forms of waste. Rus-
sell Ackoff (1991, p. 3) says a bureaucracy is an organization whose prin-
cipal objective is to keep people busy doing nothing. Bureaucracy as a
form of waste is the result of what happens when people with no real
work to do impose needless demands on those who have real work to do.
In other words, when the non-Gemba imposes unnecessary work on the
Gemba you have the form of waste called bureaucracy.

Bureaucracy has to do with both unnecessary work and need-
less constraints. The notion of constraints might be viewed in the
context of a continuum, as seen in Figure 4-16.
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Skeuomorph: Obscure and Wonderful Word #2

An activity or artifact that continues in use long after its original pur-
pose has disappeared. The great-grandmother cut off the shank of the ham
because the oven was too small. The grandmother, mother, and daughter
continued to cut off the shank—because of tradition, not because of the size
of their ovens. (My gratitude to John Norrie of the British Deming Associa-
tion for introducing me to this word.)

Select size

Place original 
in copier

Take original

Select page 
direction

Select number

Push button

Another
page?

Remove original

Collect copies

Yes

Figure 4-14. A copy
machine process with no

errors.
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Out of 
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Take original
Copier 
in use?

Place original
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Select number
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No

No
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Push button
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?
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No

No
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Figure 4-15. Copy machine process with complexity.

Extremely
liberating

Extremely
constraining

Unusefully 
liberating

Usefully 
liberating

Usefully 
restraining

Unusefully 
restraining

Figure 4-16. The continuum of constraints.
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Liberating

■ An increased variety of options. “Unusefully liberating” is
when an organization disables itself with too many options
(too many products, services, or priorities; an inch-deep and a
mile-wide approach).

■ One of the requirements for creativity is a form of useful lib-
eration, permission to break the rules (within some stated
structure and boundaries).

Constraining

■ A decreased variety of options, imposing new limitations.
■ Useful constraining is also part of the requirement for creativ-

ity. Useful constraints provide direction and focus to people’s
creative effort.

■ “Unuseful constraint” is a way of defining bureaucracy. Bu-
reaucracy consists of limitations without purpose or limita-
tions that are detrimental to accomplishing the purpose of an
undertaking. Bureaucracy consists of limitations that get in the
way of serving the important needs of the customer.

We tend to blame government or other regulatory agencies for
most bureaucratic constraints. My observation is that, by far, most bu-
reaucracy is generated from within, constraints devised not by gov-
ernment but by a company’s own lawyers, accountants, labor negotia-
tors, or HR people.

One Officer’s Response to Bureaucracy
Gentlemen:
Whilst marching from Portugal to a position which commands

the approach to Madrid and the French forces, my officers have
been diligently complying with your requests, which have been sent
by H.M. ship from London to Lisbon and thence by dispatch rider
to our headquarters.

We have enumerated our saddles, bridles, tents and tent poles,
and all manner of sundry items for which His Majesty’s Govern-
ment holds me accountable. I have dispatched reports on the char-
acter, wit, and spleen of every officer. Each item and every farthing
has been accounted for, with two regrettable exceptions for which
I beg your indulgence.

Unfortunately the sum of one shilling and ninepence remains
unaccounted for in one infantry battalion’s petty cash and there
has been a hideous confusion as to the number of jars of raspberry
jam issued to one cavalry regiment during a sandstorm in western
Spain. This reprehensible carelessness may be related to the pressure
of circumstances, since we are at war with France, a fact which may
come as a bit of a surprise to you gentlemen in Whitehall.
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This brings me to my present purpose, which is to request elucidation
of my instructions from His Majesty’s Government, so that I may better
understand why I am dragging an army over these barren plains. I con-
strue that perforce it must be one of two alternative duties, as given
below. I shall pursue either one with my best ability, but I cannot do both.

1. Train an army of uniformed British clerks in Spain for the bene-
fit of the accountants and copy-boys in London, or perchance

2. To see to it that the forces of Napoleon are driven out of Spain.

Your most obedient servant,
Wellington
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A Tale of Two Taxis

This story is an example of bureaucracy at work. In this case it in-
volves a policy commonly used by cab companies to the detriment of their
customers.

I arrived home from a business trip late one night. The airport was al-
most closed. I looked out at the cab stand and it was empty. So I called my
preferred cab company. I will call it “Yellow Cab.” When I walked out to
where the cab would pick me up, there was a woman waiting. I learned from
her that she had called “White Cab.”

A white cab pulled up; the woman walked over and conversed with
the driver and walked back to where she had been waiting.

“What happened?” I asked.
“Oh, he can’t pick me up.The driver who bid on my call is on his way.

He will pick me up.”
“Isn’t that ridiculous!”
Then a yellow cab pulled up and the same thing happened to me. So

there she was waiting for a white cab and there I was waiting for a yellow
cab; there was a yellow cab looking for a fare but not allowed to pick me
up, and there was a white cab looking for a fare but not allowed to pick her
up. We each could have gotten into the other’s cab and everything would
have been OK.

Who was this policy meant to serve? Certainly not the customer. It
punishes the customer. The policy was devised to avoid internal disputes
between cab drivers within each respective company. Needless to say, it
has to do with how the drivers are paid.

I walked over to the driver of the yellow cab and asked, “What’s the
worst that will happen if you give me a ride home?”

“Another driver will be mad at me!” he responded.
“What’s worse for Yellow Cab,” I responded, “to have one driver mad

at another or to have a customer mad at Yellow Cab?”
He called his dispatcher and got permission to pick me up.
I never did find out what happened to the woman.
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FEEDBACK LOOPS

So far in this chapter we have explored several topics related to get-
ting the important daily work done:

■ Understanding the importance of the uncluttered flow of
work

■ Identifying the critical functions, key players, and core re-
sources

■ Rules and guidelines for leading Gemba work
■ The importance of the standardization of recurring daily work
■ Different types of waste that must be removed from and re-

duced in the Gemba

In this section we will explore the importance of establishing
feedback loops. We mentioned the subject of feedback loops in Chap-
ter 3, in the discussion of process. See Figure 3-12 for an illustration
of feedback loops.

Everyone in the Gemba needs a clear sense of direction and focus.
Everyone in the Gemba and elsewhere needs clarity about “how we are
doing.” In the hierarchically driven organization this was accomplished
by individuals being evaluated by their bosses: “This is how I (your boss)
perceive you (my subordinate) to be doing.” In a systems-conscious or-
ganization, the individualized hierarchical set of activities is replaced by
systems- and process-based activities. This is described in the table pre-
sented in Figure 4-17.
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1. Who gets the 
feedback?

2. Who gives the 
feedback?

3. The form of 
the feedback?

4. The purpose of 
the feedback

Systems focused 
organization

Hierarchically 
focused organization

One part of the system 
or process

Outside customers and/or 
inside customers, 
subsequent parts of the 
system or process

Data on key indicators of 
quality as identified by the 
external/internal customers

Improvement

An individual

His or her boss

Rating, rankings, and judg-
ments regarding conformance 
of the individual  to the 
manager’s standards and 
objectives

Management control

Figure 4-17. Feedback: New and old.

?
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In order to maintain a well-functioning system or process, man-
agers need to encourage people to establish and maintain feedback
loops: ongoing, routine processes by which customers (external and in-
ternal) share data with their important suppliers (internal or external).
Feedback loops also need to be established between people and their own
work processes. Workers in a given part of the system or process monitor
data on those key indicators that keep them informed on how well the
process is functioning. Figure 4-18 describes the typical feedback process-
es in which workers are routinely engaged.

BREAKING DOWN BARRIERS

This final section of Getting the Daily Work Done explores the need
to create relationships of interdependence between the functional
units. Perhaps the biggest obstacle to the uncluttered flow of work
and the creation of feedback loops is our traditional practice in West-
ern organizations of allowing, even encouraging, our managers to
function autonomously. Figure 4-19 illustrates this point, showing the
functional ramparts.
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Step in the 
process

Step in the 
process

1. Feedback to 
their suppliers 
(on key quality 
characteristics)

2. Feedback from 
the process itself 
(on key process 
indicators)

3. Feedback from 
their internal 
customers (on 
key quality 
characteristics)

Step in the 
process

Feedback loops
 involving THESE employees

31

2

Figure 4-18. Feedback loops.
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The characteristics of a rampart mentality are:

■ Independent managers, functioning in isolation with relative
autonomy: “I don’t interfere with your domain. You don’t in-
terfere with mine.”

■ Each entity is run by a manager, doing the best he or she can,
accountable for its successful operation.

■ Internal competition is often encouraged.
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Figure 4-19. The functional ramparts.

Figure 4-20. The mentality that fosters functional ramparts.
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■ Interaction and interdependence are difficult:

— Rambo mentality: “I must be tough and independent.”
(See David Couper’s quotation on page 220.)

— There are no precedents, models, or methods for interde-
pendence.

If we exist within a hierarchical framework (and most Western
managers and workers do), we are vulnerable to the mentality of func-
tional ramparts.

And yet we seem to get work done. We have for well over a cen-
tury and a half. The way we get work done is to coax, cajole, or coerce
it through the rampart-separated hierarchy as shown in Figure 4-21.

This flow of work through the organization is at best needlessly
complicated: too many steps, too much bureaucracy, too many op-
portunities to pass errors and defects on to another unit. When the hi-
erarchical managers are people with inflated egos who have been set
in competition against each other, the flow of work becomes even
more impeded. Usually, the impediments are subtle but nonetheless
real. (“If our unit added this step and its expense to our process, it
would make things easier, faster, and cheaper for George’s operation.
But let’s not volunteer to increase our costs!”)

Figure 4-21 illustrates many typical organizational processes.

■ New product (or new service) development
■ The work flow from order to delivery
■ The work flow from customer complaint to resolution and

systems improvement to prevent future problems
■ The making of a product from raw materials through manu-

facturing through subassemblies through final assembly
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Figure 4-21. Work making its way through the 
rampart-separated hierarchical organization.
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An Example of Breaking Down Barriers

A manufacturing company uses complex and very expensive machin-
ery to make its product. This machinery requires a sophisticated know-
ledge of mechanical engineering, chemical engineering, electronics, and hy-
draulics. The machine was a continuous system with eight separate
subsystems managed by eight different superintendents on each shift. Fig-
ure 4-22 is a picture of the system.

Each superintendent was an experienced senior operations director
and each was a proud and relatively autonomous manager. Each would say,
“I own this part of the operation. I’m in charge of it!”

Then disaster struck. The superintendents had been exposed to such
notions as continuous improvement. They had begun to learn some of the
quality philosophy and improvement methodology.They each knew enough
to be dangerous.

During a scheduled shutdown, different superintendents responsible for
the separate operations made independent “improvements” that resulted in a
system no longer capable of making a product.

■ When they went to start the machine back up, it no longer
worked.

■ No single person knew all the complex interactions between the
old system and the various innovations introduced to the system.

■ No single individual even knew all of the changes introduced by
the various superintendents.

■ All they knew was the system no longer worked and no one knew
why, and it was costing them millions of dollars each month in lost
revenue.

It took about nine months to sort out all that had gone wrong and
return the system to its pre-shutdown efficiency and production quality.

The 
machine

Phase I

A B C

Phase II

A B C D

Phase III

The
super-
intendents

Figure 4-22. The old system.
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In response to this experience, the independent superintendents
were formed into a Priority Team as illustrated in Figure 4-23.

■ The priority team collectively managed the process. No one su-
perintendent “owned” any one part.

■ Any proposed improvements had to be proposed to and approved
by the entire priority team.

■ Proposed improvements required a certain amount of homework
before proposal.The review process followed an adaptation of the
7-Step Method. This is displayed in Figure 4-24 (see pages 142-
143).

This was more than merely the forming of a team. This is what one
superintendent described as a culture change. It required a major shift in
the way the superintendents conceived of their work, did their jobs, and
related to each other. They needed to shift:

■ From functionally autonomous to interdependent
■ From lone experts to a collaborative team
■ From impulsive to disciplined
■ From the use of experience and instinct to the use of data
■ From separate functions to a systems mentality

The 

Priority 
Team

The 
machine

The
super-
intendents

Phase I

A B C

Phase II

A B C D

Phase III

Figure 4-23. The priority team.
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An improvement
is proposed

Is it a 
change?

Is it a 
process 

input
?

Is it a 
priority

?

Is it an
emergency

?

Can it 
wait?

Yes Yes No No

Define gap

Localize
problems

Identify the 
causes

Prioritize
causes

Is gap
defined?

Problem
localized

?

Are 
causes 
ident.?

Are 
causes 
priori-
tized?

Yes

Yes

Yes

Yes

No

No

No

No

Straight
repair/replace

No
No

Yes
No

Yes

Yes

Continued on 
next page

Figure 4-24. The proposed-improvement decision tree.

Are
causes
identi-
fied?
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Indeed, many of these require complex systems for their suc-
cessful accomplishment. But the addition of a rampart mentality and
bureaucracy enormously increases the likelihood of errors, delays,
breakdowns, defects, and out-and-out failure.

Thus we see the relevance of Deming’s Point #9: Break down bar-
riers. “Break down barriers between departments. People in research,
design, sales, and production must work as a team to foresee problems
of production and in use that may be encountered with the product
or service” (Deming, 1982, pp. 62–67).

The Proposed-Improvement Decision Tree includes adaptations
of the following:

■ The 7-Step Method (see also Diagram 8-6):

— The original source for this is Kume (1985). Kume calls this
method the QC Story.

— Brian Joiner and I developed an alternative version of
Kume’s QC story. It is called the Joiner 7-Step Method and
is published by Joiner Associates.
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Identify and
select solutions

Prioritize
solutions

Are 
solutions 
ident.?

Are 
solutions 

priori-
tized?

Has there 
been a 
P.P.A.?

Yes

Yes

No

No

Do P.P.A
No Is there an 

implemen-
tation plan?

Do it
YesYes Yes

No

Plan
implementation

Continued from 
previous page

Figure 4-24. (Continued)

*Potential Problem  Analysis (see page 144)

Do P.P.A.*

Are
solutions

identi-
fied?
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■ Kepner and Tregoe (1981). Potential Problem Analysis, Is/Is
Not Analysis, and other methods are described in The New Ra-
tional Manager.

■ Some expressions that may need explaining:

— Change refers to something other than a replacement.
Changing a burnt-out bulb with an identical new bulb is
replacement.

— Process input refers to a change that affects the process (a
new type of heat regulator) rather than a change external
to the process (a new ladder attached to the side of the ma-
chine).

— Priority refers to already identified priorities, part of the an-
nual planning process.

— Gap refers to the disparity between what you need and
what you have (almost synonymous with “problem”).

— Localize: Similar to Kepner-Tregoe’s Is/Is Not Analysis, this
is an analytical process by which you narrow the problem’s
possible causes by using data to look at patterns of occur-
rence: when does it happen versus when not, where versus
where not, etc.

— PPA, or Potential Problem Analysis (Kepner-Tregoe): Ask-
ing “What could go wrong?” and planning around it.

The Challenge of Interdependence

Most of us weren’t raised to think in terms of interdependence,
though its place in American culture goes back to barn raisings and
quilting bees. But as work became more depersonalized and hierar-
chical, and as managers became more autonomous and internally
competitive, we lost our sense of mutuality. Perhaps the greatest chal-
lenge facing today’s leaders is to learn to help people understand and
appreciate their interdependence. There are two generic categories of
interdependence: social and systemic. We are socially interdependent
because as humans we need each other: No man is an island. We are
systemically interdependent because that is how good work gets done.
In Chapter 2, we explored social interdependence, discussing the im-
portance of relationships. In this chapter, and especially in this last
section, we have discussed systemic relationships.

People in your organization need to ask each other—particu-
larly at those points where their work intersects—“What do you
need from me that you are not getting? What are you getting from
me that you don’t need?”
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Look at the functional ramparts pictured in Figure 4-19. If we
were to show them as interdependent functions, we might use a
matrix like the one in Figure 4-25. There are 72 cells in the matrix
shown in Figure 4-25. 

For each, ask:

■ What is the nature of the interdependence?
■ What does the customer (1 through 9) need from the suppli-

er (A through I)?
■ What systems, processes, and routines need to be put in place

to routinely review interdependencies and provide what is
needed to each other?

■ What appropriate feedback loops need to be in place?

I first saw this approach presented by Ed Baker as a process he
developed for managers at Ford Motor Company. I am grateful to Dr.
Baker for this idea.
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Suppliers

A
Design

B
Marketing

C
Sales

D
Purchasing

E
Finance

F
Technical
Service

G
Production

H
Human

Resources

I
Engineering

1
Design

2
Marketing

3
Sales

4
Purchasing

5
Finance

6
Technical
Service

7
Production

8
Human

Resources
9

Engineering

Custom- 
ers

Figure 4-25. The matrix of functional interdependence.

Engineering
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SUMMARY

Getting the daily work done requires setting priorities and
establishing routines. We need a sense of Gemba, the flow of work
that matters most to the customers. We need to keep the Gemba
flowing without interruptions, clutter, or waste. In order to maintain
reliability and consistency, we need to study our processes and
establish uniform, standardized methods based on what we know to
be the current best way to do the work. To maintain the integrity of
our work and to continually improve our systems and processes we
need to foster a spirit of collaboration and interdependence among
our various, previously independent units. We must create an
environment that makes it safe for one part of the system to give
feedback to a preceding part of the system and we must establish
processes—feedback loops—that make such feedback a routine
occurrence.

This is all hard work. There is nothing glamorous or esoteric
about it. However, there is nothing in leadership that compares with
the joy of creating and sustaining a workplace that “hums,” where a
caring group of people delivers excellent goods and services to
delighted customers. There is nothing like it!
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CHAPTER FOUR ACTIVITIES

Enter the specific product or service:

1. The heart of the Gemba: The critical functions and key players.

Critical functions and key players are the indispensable human roles and capabilities
that add value to work on its way to the customer. Some characteristics of the critical
functions and key players are as follows.

■ They are technically challenging roles and functions.
■ People with these roles and functions are highly trained and skilled.
■ They are difficult to replace.
■ They are directly involved in work that serves the outside customer.

For example: Accounting and accountants are critical functions and key players in an
accounting firm. But however useful and important, accounting and accountants are not
critical functions or key players in a manufacturing organization.

As they apply to the product or service listed above, identify the critical functions and
key players:

This alternative framework may be useful.

147

Designing the Developing It, Delivering the Providing Follow-up Getting
Product or Assembling the Product/Service or Support Services Feedback from

Service Component Parts to the Customer to the Customer the Customers

At the Point of the
Early in the Customer’s Application

Flow of  Work In the Middle Stages In the Late Stages or Use
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2. The heart of the Gemba: The core resources.

Core resources are the nonhuman, indispensable Gemba resources: facilities, equipment,
machinery, workplaces, etc. Core resources are objects that contribute directly to work on
its way to the customers. For example: A copy machine is a core resource in a copy shop
(Kinko’s). But however indispensable it may be, a copy machine is not a core resource in
a restaurant.

Enter the specific product or service:

With regard to the product or service listed above, identify the core resources:

This alternative framework may be useful.
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Designing the Developing It, Delivering the Providing Follow-up Getting
Product or Assembling the Product/Service or Support Services Feedback from

Service Component Parts to the Customer to the Customer the Customers

At the Point of the
Early in the Customer’s Application

Flow of  Work In the Middle Stages In the Late Stages or Use
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3. Supporting the Gemba.

Your organization has Gemba work—work on its way to the outside customer—and non-
Gemba work. Here we explore how the non-Gemba functions support the Gemba.

Enter the specific product or service:

The Gemba

Some guidelines:

■ Many of these will be managerial, administrative, financial, maintenance, and
HR functions.

■ These will tend to serve all Gembas, not just the one you have identified.
■ There will be some non-Gemba functions that seem to support no Gemba.

Consider this interesting and useful information.
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The beginnings The endings
The flow of work that adds direct
value on its way to the customer

Not the
Gemba, but
supporting
the Gemba

Identify the Key Functions, Services, and For Each Key Non-Gemba Function, Service, or
Resources in Your Organization That Are Not Resource, Describe How Each Contributes to the

Gemba, but Support the Gemba Success of the Gemba

schlts04-10-12.qxd  8/20/01  8:37 AM  Page 149



4. Identifying waste.

Enter the specific product or service:

For each stage of the Gemba process, identify examples of waste.

Types of waste:

1. Overproduction—more output, space, capacity, etc., than you need

2. Inventory—more supplies than are necessary

3. Transportation—more distance than necessary between the end of one step and
the beginning of the next

4. Waiting—bottlenecks, things not ready

5. Unnecessary motion—long reaches, complicated movements, inefficient paths

6. Overprocessing—unnecessary steps, empty rituals

7. Correction—”scraping burnt toast,” rework, remedial steps

8. Complexity—all the waste involved when something doesn’t go right the first
time (multiple forms of waste)

9. Bureaucracy—unuseful and unnecessary constraints imposed on the Gemba
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At the Customer’s Point
Early Stages Middle Stages Late Stages of Application
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5. Creating standardized processes.

Enter the specific product or service:

Step 1: Use a flowchart to create a map of the process.

Step 2: Have the people involved in each part of the process come to agreement on the
best way to do that part.

A. Use data to determine which method is best.

B. Make each part as error-proof as possible.

C. Draw a new flowchart for each part.

D. Each part should work with people working on other parts to assure alignment
and integration.

E. Prepare new manuals, checklists, and graphic instructions.

F. Plan and implement training in the new method.

G. Monitor the new method to see whether it does what you want to accomplish
and avoids what you don’t want.
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6. Document the standardized process. Below is a standardized process chart
format for documenting a standardized process.

Document the process with the following form:
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2. Checking Key Process
1. Doing the Task Indicators 3. Responding to Signals

2. Checking Key Process
1. Doing the Task Indicators 3. Responding to Signals

This section uses a flowchart Many processes have critical ■ A KPI informs you that
to describe the sequence of steps that need to be an adjustment is
activities and, if appropriate, monitored by the operator. necessary. The
the flow of work between These steps have key process instructions for response
interactive groups and indicators (KPIs), vital signs are placed in this part of
individuals. More detailed that indicate whether or not the chart.
information may be included the process is in control and
here or, if necessary, referenced on track. These should be used ■ This describes immediate
here. sparingly, only when you know responses for the operator

of a point of vulnerability. as well as whom to inform
regarding the performance of
the process, in case more
than process adjustment and
control are necessary to
avoid problems.
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Some guidelines:

■ The chart should ordinarily describe, on a single page, a specific task or
operation. If your operation is too long to fit on one page, break it down into
subtasks and put each on a separate page.

■ Eventually people’s jobs, at least the greater proportion of their jobs, can be
described using a series of these charts.

■ Avoid needless effort. Focus on what is important and useful. Add detail where
and when it is needed.

■ Start where you are feeling pain. Use this chart first on processes with which you
are experiencing problems. Monitor only those indicators that you know from
experience it is important to monitor. Columns 2 and 3 don’t need to be filled
out on every standardized process chart.

■ Don’t overdo it! If you initiate a standardized process chart blitzkrieg in your
organization, you will drive people crazy. Do some pilot standardization
activities. Gradually expand the effort, learning as you go. Let groups and
individuals standardize processes one at a time at a workable pace, starting with
those processes that need standardization most.
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7. Establishing internal feedback loops.

Enter the specific product or service:

Below is an illustration of feedback loops:

Helping your employees set up feedback loops

1. Have employees redefine their jobs in terms of the processes in which each is involved.
■ Sometimes the process or the step in the process involves a group or a team,

sometimes an individual acting alone.
■ Have the group or individual explore information such as that described on

page 155, the job and its process.
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Step in the 
process

Step in the 
process

1. Feedback to 
their suppliers 
(on key quality 
characteristics)

2. Feedback from 
the process itself 
(on key process 
indicators)

3. Feedback from 
their internal 
customers (on 
key quality 
characteristics)

Step in the 
process

Feedback loops
 involving THESE employees

31

2
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Note: Start with the most important single task and carry this planning process through
to completion. Then move on to the next most important. Don’t overdo this. Move
slowly, learning as you go. This may be done one process at a time.

2. Planning with the customer: Part I

Those involved in the process described above in “The Job and Its Process” meet
with their internal customers. The following is a format that may prove useful for this
discussion.
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The Job and Its Process

Use this form to organize information on the various tasks related to your job. While you may be
tempted to speculate about the answers to #4 and #7, there is no substitute for finding out directly
from internal and external customers.

1. Name one task, operation, or
function that is part of your job.

2. Show what percentage of your time
is taken up by this task.

3. List those who share in this task.

4. How does this task contribute to
the satisfaction of the outside
customer?

5. Describe how often this process
completes a full cycle (one cycle
per hour, day, week, month).

6. Who are the internal customers
of this process?

7. How do these internal customers
define a good job by you?
What are their important needs?

8. Who are your suppliers (internal
and external)?

9. How do you define a good job?
What are your important needs
from them?
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Some notes:

■ “Basic” in #1 refers to the basic characteristics as defined by Dr. Kano (see
Chapter 3).

■ Answering #4 and #5 will require some knowledge of statistics and the
application of statistical methods. Chapter 5 will touch upon this, but your
organization should make use of knowledgeable experts to help you design such
measurement systems.

■ Chapter 5 will also provide some sample indicators that may be the basis for
feedback loops. Ultimately, however, you will need to join with your customers
to identify and design your own.
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Planning for Feedback from the Internal Customer: Part I

Describe or name your internal customer: _____________________________________________

What process will you be describing? _________________________________________________

1. List the basic expectations of
your internal customer. (The
absence of these characteristics
provokes anger.)

2. List those characteristics that
result in greater internal customer
satisfaction the more those
characteristics are present.

3. Describe how these
characteristics relate to the needs
of the outside customer.

4. What data will indicate the
presence of this characteristic?
What signal will be a measure of
successful fulfillment of this
characteristic?

5. How will this data be gathered,
recorded, and analyzed? Who
will record what data, how, and
when?
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3. Planning with the customer: Part II
■ How often will we meet to review the data on the indicators?
■ Who will set up these meetings and prepare the agenda?
■ When we continually improve the characteristics of our interaction:

Suggested agenda:

A. Review the agenda.

B. Review data on the chosen characteristics.

C. What does the customer get that he or she doesn’t need?

D. What does customer need that she or he doesn’t get?

E. Additions and revisions to indicators.

F. Meeting evaluation.

G. Schedule the next meeting.

Some notes:

■ Parts I and II provide some direction and guidance for an initial discussion between
an internal supplier and his, her, or their customer.

■ Try this out, and revise it as you see fit. The important part of this effort is the
communication about what is important and agreement on how to create a
workable feedback process between you.

A. How Might We Inadvertently Create How Can We Avoid This? Detect This?
Problems for the Outside Customer? Respond to This?

B. How Might We Inadvertently Create How Can We Avoid This? Detect This?
Problems Elsewhere in the System? Respond to This?
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INTRODUCTION

True North! We hear a lot about true North. We must, without doubt,
have a sense of direction, a steady and reliable indicator that tells us
where we are and which direction to go in order to get to our desti-
nation. The captain of the ship must know which way is true North,
and must also know about the prevailing currents, winds, and tides,
the presence of reefs and other barriers, the patterns of weather—what
storms to avoid and how to ride through the ones that can’t be avoid-
ed. The captain must understand the characteristics and capabilities
of the ship and its crew, and must know how to lead. True North is
good, but it is not enough.

The workplace is filled with ambiguity and uncertainty. People
have always had to deal with the inconstancy of their leaders, mi-
grating from one fad to another. Workers learned to hang on because
“This, too, shall pass.” I’ve heard this described as the BOHICA syn-
drome. “Bend Over Here It Comes Again!”

But now the uncertainty is dramatically different. People’s em-
ployment is at stake in the current management fad. Downsizing has
always been with us and each instance has its own set of causes. While
I tend to agree with Russell Ackoff (1996), who says that downsizing is
immoral, I recognize that sometimes downsizing is a tragic inevitabili-
ty. Perhaps what is immoral is not the downsizing itself but the lack of
leadership that brought the organization to this inevitable choice.

Between 1990 and 1995 nearly 30 percent of United States work-
ers who lost their jobs lost them because of downsizing or shutdowns
(Cognetics Research Group, 1996). Why this sudden rush of downsiz-
ing? Why are so many corporations downsizing now? In this decade?
Much of the epidemic of corporate restructuring and massive layoffs
seems to be the result of a virus-like fad spreading through the coun-
try. CEOs and boards of directors want to appear to be proactive, in
control, and accountable, taking decisive action, biting the bullet, and
making the tough choices. As a result, they end up putting a whole
lot of people out of work. They think they are leading the organiza-
tion into being lean and mean. Instead, it becomes emaciated and vi-
cious. Even more worrisome is the apparent indication that downsiz-
ing improves nothing, either in the short term or the long term
(Ackoff and Pourdehnad, 1997).

Purpose and Direction

What is missing too often in our corporations is a sense of purpose
and direction, a definition of who we are and a description of where
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we are heading. We need values, principles, and priorities that guide
us when we run into obstacles and setbacks. We need systems provid-
ing continuity of effort and other systems providing nimble respon-
siveness to change. In other words, corporate America needs leader-
ship.

In Chapter 2 we offered the following list of questions the mem-
bers of an organization need to have answered:

1. Who are we?

2. What business are we in?

3. What businesses are we not in?

162 CHAPTER 5

Questions for Downsizers

1. How do you know you must downsize?

2. How do you know how much downsizing to do?

3. How do you know it must be permanent?

4. To what other remedies have you resorted before downsizing?
For example:
■ Reduced shareholder gain?
■ Reduced executive-level salaries and bonuses?
■ Reduced workweek?

5. What data do you have to show that downsizing will be an ef-
fective remedy?

6. What savings have you realized through applying the method-
ologies of systems and process improvement?

7. What are you doing to provide those who lose their jobs with
a dignified and humane transition process?

8. What are you doing to console and support those who survived
the downsizing?

9. What are you planning to do in order to:
■ Maintain continuous, clear, honest communications with your

workforce on the ongoing status of the company?
■ Restore trust?
■ Restore a sense of mutual loyalty?
■ Assure this will not happen again?

10. Have you apologized to your people for this?
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4. Where are we headed in the long term?

5. What are the priorities for the short term?

6. What values and principles should be characteristics of all
our relationships and all of what we do?

7. What is my own personal job and how do my functions
and operations fit into the larger purposes and systems of
the organization?

8. What is the best way to do my job and what is expected of
me? By whom? What is a “good job” and who defines it?

9. How will improvements to my job be accomplished? Who
will do the improvements and by what methods? Will I be
involved in these improvements? How?

10. What sources and forms of feedback are available to help
me know how I’m doing?

Chapter 4 addressed the last four questions. In this chapter and
in Chapter 6, we will deal with the first six questions.

Goals, Forecasts, Facts of Life, and Process Capability

Suppose that your organization is faced with a problem, let us say an
excessive cycle time from order to delivery.

Let’s examine the difference between goals, forecasts, facts of
life, and process capability as they relate to cycle time. Presume your
largest customer has said to you, “If you don’t reduce the cycle time
between our order and your delivery to no more than four days, we
will take our business elsewhere. You have six months to do this and
keep our business!”

This Is a Fact of Life

If something doesn’t change there will be an inevitable conse-
quence, something over which you have no control … a fact of life.

Goal

A goal reflects how you would like things to be. You might arbi-
trarily decide that the order to delivery cycle should be reduced to no
more than three days. That would be nice!

The goal, however, does not necessarily reflect reality and usual-
ly accomplishes nothing. In fact, a goal may do harm. If the goal is
unrealistic but people are held accountable for achieving it, some
stress and distortions may affect the work and the reporting methods.

Giving Meaning, Purpose, Direction, and Focus to Work 163
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Process Capability

By using data, particularly control charts, you can see the cur-
rent performance of the system and whether the variation is com-
mon cause or special cause. You can discover some of the patterns
that affect cycle time. From this you can devise strategies to deal
with the problems at their source and look forward to reducing the
cycle time.

The process capability may look like the chart in Figure 5-1.

The data tell us that the current process ranges from 2 to 19 days,
averages 5.75 days, and is unstable (two special causes). The difference
between the fact of life (customer’s need) and our capability is con-
siderable. The customer wants a four-day upper limit. Our process ca-
pability is an average of 5.75 days. Of 44 deliveries, 28 of them ex-
ceeded four days.

Forecasts

A forecast is a prediction based on an understanding of two fac-
tors:

■ Theory. The data on cycle time can help lead to theories on
why the cycle takes as long as it does. This will lead to theo-
ries on how to improve it.

■ Data. In this case the data can prove or disprove your theories.

The combination of legitimate data and confirmed theories may
allow you to make realistic forecasts—not guesses, not hunches, but
data-based and theory-based projections of future performance.

In the case of our cycle time project, we may be able to fore-
cast that by getting rid of the special causes, we can bring our aver-

164 CHAPTER 5

0 2 4 6 8 10 12 14 16 18 20 22 24 26 28 30 32 34 36 38 40 42 44

2

4

6

8

10

0

12

14

16

18

20

UCL

D
a

y
s

 f
ro

m
 O

rd
e

r 
to

 D
e

li
v

e
ry

Weeks

Avg. 
5.75

Figure 5-1. The current capability of the order-to-delivery system.
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age down to 4.94 days. To make a more optimistic forecast would
require a knowledge of specific methods of improvement that
would allow us to realistically calculate a better turnaround time.

Management is prediction. Prediction requires, among other
things, an understanding of your current capabilities and a theory on
how to improve.

Daily Work versus Breakthrough Improvement

The difference between daily work and breakthrough improvement
can be seen in Figures 5-2 and 5-3. In Figure 5-2 we see the 12-month
history of output for an organization. This is described here in terms
of only one indicator, customer service visits, shown in their cumula-
tive amount. This same kind of graph could be used to picture prod-
ucts manufactured, sales, caseloads, or any other key indicator of an
organization’s work.

Figure 5-2 describes the current capability of the system regard-
ing this particular indicator. If various factors inside and outside the
organization remain stable—an unlikely occurrence—then the capa-
bility of the system will stay the same. Figure 5-3 takes that data and
adds to it.

Depicted in Figure 5-3 is a projected improvement, a level of
output beyond the capability of the current system. Figure 5-3
highlights the need for two distinct management systems, not nec-
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essarily different management personnel but two different sets of
functions, roles, processes, and methods needed by the managers.
One is managing daily work. This was addressed in Chapter 4. The
second management system is managing breakthrough improvement,
the focus of this chapter and Chapter 6.

Breakthrough improvement involves a system of interventions.
Earlier we stated that without a system, it is impossible to change.
This chapter and the following chapter focus on the systems needed
for breakthrough improvement.

DIRECTIONLESSNESS AND PURPOSELESSNESS
Directionlessness and purposelessness start at the top. If your people
have no sense of mission, purpose, values, or focus it is because the
leaders either lack these or inadequately communicate them. Anoth-
er reason that the workforce has no sense of direction and purpose is
the inconstancy of management: too many directions, the program
du jour, the latest BOHICA.

I know a company that one year focused on high-performance
management. The results were disappointing, so two years later the
push was high-performance organization. In neither case was the pur-
pose clear. It was a buzzword, fluff on the outside with no content on the
inside. This is what happens when marketing infiltrates management.
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Change versus Improvement

Leaders are faced with complex challenges when they look at change.
Some of the issues related to change are:

1. Is this change a fact of life?

Is this change part of the inexorable sweep of nature, eco-
nomics, science, technology, or political forces over which
no one has control? Is this a change that, for better or worse,
will happen with us or without us? Some examples:
■ Trying to keep up with the changes in communications

and computer technology.
■ Adjusting to the demographic impact of the baby boomer

bulge that works through the population.
■ The challenge of dealing with a deteriorating environment

and diminishing natural resources.
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Why Aren’t Our Middle Managers Leading?

I was part of a team of consultants working with a Fortune 500 company. We had worked with
them for over a year: lots of training, lots of planning sessions. The managers seemed to know and
understand everything they needed to know and understand. But not much change was occurring.
Why? While we were discussing this, I was doodling. The doodle almost began to draw itself. This is
what I ended up with:

We were working with division vice presidents, mostly one or two levels down from the CEO,
COO, and the Chairman of the Board. The ambivalence was in this top group. Until they made up
their minds and chose which path to take, the rest of the organization would wait.
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Rapid Technology

Figure 5-4 pictures an example of technological change shaping the
lives of people and businesses. For most of human history, from the time
when humans learned to tame animals until about 1830, the speed of
human transportation was limited by the speed of a horse, a little over 40
mph. Then, beginning in the mid-1980s, technological advances allowed us
to travel at ever-increasing speeds.

Figure 5-4 shows not only the rate of travel but also the rate of
change. The implications that this explosion of rapid change has for learn-
ing have been discussed in Chapter 2. The speed of change is given an in-
sightful review by Stafford Beer in Brain of the Firm. I have adapted some of
his ideas here.

The exponential curve of the speed of human transportation

This graphic describes only what has happened to the speed of trans-
portation. Add to that all the other rapid transformation—in communica-
tions technology, medical practice, etc.—and we can quickly see why the
scope, scale, and speed of change are beyond the current capabilities of our
contemporary organizations and conventional approaches to leadership.
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2. Is this a change over which we have any control?
■ Are there optional responses?
■ Is one alternative to simply opt out?

3. Is this a mere change or is it an improvement?
■ My observation is that 95 percent of most organizational

changes initiated by managers have nothing to do with
improvement!

■ How do we know the difference between a mere change
and an improvement?

■ Who is better off because of this change? Why? How will
we measure “better off”?

4. What is the purpose of the change?
■ If the change is a solution, what is the problem? What are

the causes of the problem? Is there a connection between
our proposed change (solution) and the discernible causes
of the problem?

5. What scale and scope of change are necessary, sufficient, de-
sirable, or inevitable?
■ Changing the entire organization: its purpose, outputs,

systems, processes, functions, roles, and structure?
■ What parts of the organization will be directly affected,

and how will this have indirect impact on the rest of the
system?

From Purpose to Structure: What Gets
Changed and Why?

Let’s look more closely at the scale and scope of an organization and,
therefore, the possible changes that might take place in an organiza-
tion. Figure 5-5 displays a sequence of organizational concepts and
dynamics that shape and are shaped by each other. It is a blank-slate
organizational model, indicating the likely sequence in which one
might design an organization from scratch.

Some comments on this model:

1. Purpose: Without a clear and constant purpose, nothing else
will fall into place. (See Chapter 3.)

2. Systems: The notion of systems includes all the elements of
the SIPOC model: supplier, input, process, output, and cus-
tomer. (See Chapter 3.)
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3. Functions: Functions is not synonymous with jobs. Some jobs
consist of several functions and some functions require sev-
eral jobs. Function is a discrete category of tasks: invoicing,
order entry, assembly, quality control, etc. Here we try to de-
scribe the system by identifying the sequences of interde-
pendent functions.

4. Capabilities: In order to perform the functions, you need cer-
tain capabilities, some of which are equipment driven (e.g.,
a computer or construction equipment), others that are per-
sonnel driven (e.g., cooking, programming, sales, etc.), and
some that may be either one or both (e.g., welding, mailing,
etc.). These are still not yet jobs, but the capabilities around
which jobs must be formed.

5. Roles/jobs: Here we describe the positions, roles, or jobs we
create in order to distribute the needed capabilities in a way
suitable for performing the functions. Some jobs require sev-
eral capabilities and some require only one. Some roles are
involved in many functions, some in only one.

6. Structure: The purpose, systems, functions, capabilities, and
jobs must now be integrated and supported. The structure
does not precede these but rather is designed specifically to
make them work: Form follows function. Structure involves:
■ Reporting relationships
■ Pathways for formal communication
■ Divisions, departments, groups
■ Policies
■ Ongoing teams
■ Modes of management and leadership

7. Personnel: Whom will you select to work with you?
■ Whom will you recruit?
■ Whom will you hire?
■ Whom will you promote?
■ Whom will you fire?

What Gets Changed and Why

When someone proposes a change in the organization, use Figure 5-5
to locate where in this scheme the proposed change will take place
and ask, “Why?” and “Why there?”
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Shapes

7. Personnel
• Who gets recruited, hired or 

promoted?
• Who gets fired, layed off or 

transferred?

Shapes

1. Purpose
• Should be elevating and 

worthwhile.
• Should be altruistic; focused on 

serving others on the outside.

6. Structure
• Policies, rules, communications 

and reporting relationships.
• The form of collaboration, 

leadership, subordination, types 
of assemblies, groups and teams.

Serves

5. Roles/job
Functions and needed personal  
capabilities aggregated into jobs 
or positions.

Shapes

4. Capabilities
Equipment, machines and the 
attendant skills, knowledge, 
experience insights and know-how 
needed to lead and maintain each 
function.

Shapes

3. Functions
Discrete categories of tasks (e.g., 
budgeting, training, welding, 
packaging, etc.) which are needed 
to make the system function.

Shapes

2. Systems
The organization of the work. The 
interdependent sequence of 
activities, events, processes, other 
factors and conditions that will 
result in the achievement of the 
desired purpose.

Shapes

Serves

Serves

Serves

Serves

Serves

Figure 5-5. From purpose to personnel: A model for organizational development.
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■ If the purpose changes, then everything else must necessarily
change.

■ Nothing will improve by changing the structure or the per-
sonnel (for instance, setting up new teams, firing a manager,
or altering who reports to whom) if the problem lies else-
where. A new organizational structure will not ordinarily im-
prove a dysfunctional system or an ineffective purpose.

■ America’s knee-jerk reaction to organizational problems is to
change the personnel or change the structure. George Stein-
brenner fired Billy Martin as manager of the Yankees. Then he
fired Billy’s replacement and rehired Billy. Then fired Billy.
Then rehired Billy. Were these changes or improvements? And
why did Mr. Steinbrenner believe that working at the level of
personnel was what was needed to improve the team?

■ Sometimes bringing in a new manager does bring in new ca-
pabilities and provides an occasion for the reexamination of
purpose, systems, functions, capabilities, roles, and struc-
tures—a more systemic view of the organization. If those who
fired and hired managers themselves had a more systemic
view of the organization, they could better decide when and
why to replace management personnel and what to look for
in new leadership. Unfortunately, all too often there is no sys-
tems view. A changeover in management occurs, but the same
old problems continue under the new regime.

PURPOSE: CREATING A SHARED VISION

A shared vision is the glue that holds people together and keeps
them moving forward despite adversities. An elevating purpose gives
a greater meaning to work and turns menial tasks into a tedious but
necessary part of important work. “The assembly worker on the line
in this plant is not just finessing a door, he’s building a car,” one
plant manager said to me. “And we make sure our people know and
see and meet and talk to our customers, the people out there who
will own this car, use it, and depend on it. So he’s not just finessing
a door, not even just building a car. He’s serving the transportation
needs of people.” This plant had routine programs whereby the
plant personnel went out to dealers and met customers on the show-
room floor and back in the service area, learning to look at their
products through the customers’ eyes. This plant also had customers
receive delivery of their cars there in the plant at a ceremony at-
tended by the plant personnel.
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Peter Senge said (1990, p. 206), “A shared vision is not an idea….
It is rather a force in people’s hearts, a force of impressive power.” It
fills, in Senge’s words, “… their desire to be connected in an impor-
tant undertaking.”

Purpose, Vision, Mission

I know of people who vigorously insist on the differences between pur-
pose, vision, and mission, and how statements presenting each must
be approached in distinctly different ways. Maybe so. However, in my
experience, organizations have used these interchangeably with no
harmful effects.

What is important, I think, is that companies find ways to say to
themselves and to the world around them, “This is who we are, this
is what we do, and this is where we are headed.” The short statements
are easier to remember. The longer statements can elaborate on the
slogan. What is important is the impact on those who hear it; it
should ideally create excitement, learning, focus, boundaries, chal-
lenge, and commitment.
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Rallying Cries

Many companies have short phrases that serve to tell the employees
about themselves and their work:

■ “Komatsu of the world” expands the workers’ vision of the com-
pany and their work.

■ Toyota: “Cars for the world to love.”
■ Marshall Fields, the retailer: “Give the lady what she wants.”
■ Ford: “Quality is job one.”
■ Herman Miller does not just make fine furniture; it seeks “to be a

gift to the human spirit.”
■ My own small company, Scholtes Seminars and Consulting, has as

its elevating purpose, “creating pride and joy at work.”

Of course, slogans such as these become hollow if you are not good
at what you do. Sears Roebuck boasted, “Satisfaction guaranteed or your
money cheerfully refunded,” even when customers in its auto service cen-
ters were getting ripped off.

Visions without a method aren’t visions; they are hallucinations.
For some useful insights on this topic, see Collins and Porras (1996).
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Unfortunately, most direction-setting statements stir up little
excitement. They are exercises in wordsmithing the obvious: “We
will provide maximum value to our customers!” This is the mission
statement of a major high-tech manufacturer; not exactly a bold,
defining statement.

A Process for Developing
Purpose/Mission/Vision/Values

For the developing of a shared vision, there must be a shared process.
But I believe that the initial draft must start at the top of the organi-
zation and then be circulated throughout.

The organization leaders prepare to develop the first draft. In
a retreat setting with a facilitator on hand, the leaders share with
each other their thoughts on the following:

1. What do you like about what you do here?

2. What do you like about our industry or profession?

3. What do like about our company when it’s at its best?

4. What legacy do you want to leave behind—your personal
contribution to this organization?

5. What legacy do you think we, collectively, should leave be-
hind?

Some guidelines for discussing these questions are:

■ Each leader should speak from the heart.
■ Take one question at a time, each individual speaking to that

question in round robin fashion.
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What Makes a Good Purpose, Mission, Vision,
Values Statement?

■ It is from the heart.
■ It is ennobling, appealing to our best instincts.
■ It says something that applies uniquely to you and is not a gener-

ic, usable-by-anyone statement.
■ It gives sufficiently clear direction that a year from now you can

discuss, in specific terms, what progress you have made.
■ It has staying power. It will be an appropriate statement for years

to come.

schlts05-10-12.qxd  8/20/01  8:38 AM  Page 174



■ No disagreement is allowed, just words of support and under-
standing and questions for clarification.

■ When you have completed going around the group address-
ing one question, look for common themes and record them.
Then move on to the next question.

When you have completed the discussion on all the questions,
review what you have said, especially on the common themes. For-
mulate a series of statements describing “things that are important to
us.” Circulate this list among your people with a description of where
the list comes from and what you intend to do with it. Ask people in
their work groups to read it, discuss it, ask for clarification, and add
anything that they agree, by consensus, is important to say.

When the group of leaders receives these responses, they use
them to refine their original list of statements. The leaders then dis-
cuss the content of statements of purpose, mission, vision, and values.
The leaders should probably not compose the statements. The writing
would be better off done by one individual given the task of express-
ing the thoughts of the leaders. The leaders should then approve the
draft of their direction-setting statements. The draft is then circulated
throughout the organization for feedback and input.

The leaders review the responses from the organization and create
the final version, again through a group process.

TEAMS, PURPOSE, AND SYSTEMS

There is a difference between teams and teamwork. Teams refers to small
groups of people working together toward some common purpose.
Teamwork refers to an environment in the larger organization that cre-
ates and sustains relationships of trust, support, respect, interdepen-
dence, and collaboration. It is a mistake to confuse the two. It is rela-
tively easy for a leader to set up teams. But creating and sustaining an
environment of teamwork is vastly more important and enormously
more difficult. A contrary environment will ruin teams (see the quota-
tion from Petronius Arbiter, p. 79).

Teams aren’t new. Some managers may see the forming of teams as
a major step forward in their organization, but they probably feel the
same way about indoor plumbing. What is new about teams is this:
Teams are systems and are part of a system. Without an understanding of
the systemic contexts within teams and surrounding teams, the poten-
tial of teams will never be realized and they will probably fail.
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In Chapter 3 we discussed the interdependence of purpose and
systems. Without a purpose there is no system. There is a similar in-
terdependence between purpose and teamwork. Without purpose
there is no team, only an aggregate of individuals with no reason to
be together. There is another interdependency between teamwork and
systems. A team with a purpose but no method will end up well-in-
tentioned but unsuccessful, an effective way to undermine teamwork.
This three-way interdependence can be pictured as in Figure 5-6.

We depicted in Figure 2-3 how each group is but one system
within larger systems. In Figure 5-7, a different diagram makes a sim-
ilar point. The team pictured in Figure 5-7 is probably just one of sev-
eral teams in the organization. Each team may have its own purpose
and each purpose may be worthwhile. A common problem I observe
in organizations, however, is a multitude of teams or groups, each
serving its own, presumably worthwhile, purpose, but with nothing
to align them. They may be okay individually but collectively they go
nowhere. (See Figure 5-8.)

Purpose and vision can help align teams, giving a common set of
guiding points of focus. This is pictured in Figure 5-9.
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Purpose
That which defines:

• Why the work is done
• Whether the work is 

worth doing
• How the work is done
• When will we know that 

work is successful

Teamwork
The human relationship between 
interdependent individuals and 
groups who share a common 
purpose. Human support and 
integrity at a:

• Personal level
• Group level
• Inter-group level
• Organizational level

Systems
Interdependent activities 
and events leading 
toward specific out-
comes characterized by:

• Consistency
• Precision
• Reliability

Successful
work

Figure 5-6. The interdependence between purpose, systems, and teamwork.
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Figure 5-8. Groups or teams going their separate ways within the organization.

2. The organization

Process/
methods

1. The group

Purpose

Teamwork
Systems

The
environment
of teamwork

Purpose

Figure 5-7. Teams and systems.

Purpose

Vision

Figure 5-9. Aligning teams using purpose and vision.

Purpose

Teamwork
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This is useful but not enough. Beyond a common purpose and
vision, the various groups and teams within the organization need to
participate in common priorities and an integrated plan of action.
There must be a network of activities linked together to accomplish
something of major importance to the organization and its cus-
tomers. This is pictured in Figure 5-10.

We refer to this source of integration and alignment of effort that
directs and focuses the whole organization as breakthrough improve-
ment. We describe it in Chapter 6. First we will examine another fac-
tor commonly associated with change: culture.

Organizational Culture: Perhaps an Oxymoron

Culture is an anthropological word. Culture is what Margaret Mead
learned when studying the mating habits of island tribes. What,
therefore, does someone mean when referring to an organization’s
culture?

It is my observation that using the word “culture” often takes
ordinary dysfunctional behavior and elevates it to something ethere-
al. “We don’t work in teams. It’s not part of our culture.” When some
behavior is described as culture it is rendered inaccessible and, there-
fore, those who are characterized by this behavior need not take re-
sponsibility for it. It is the organizational equivalent of the word
“personality.”

Aside from organizational culture being an excuse for obnoxious
behavior, what might it mean?

What Is Organizational Culture?

If it means anything, culture should describe the day-to-day ex-
perience of the ordinary worker. Culture is what makes the experience
of working at one company different from doing the same work at an-
other company offering similar services or products.

The organization has often been depicted as an iceberg. In Fig-
ure 5-11 we use the iceberg to describe the components of culture.
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Purpose,
vision,

priority,
and plan

1Figure 5-10. Teams that are aligned and integrated into a common system of improvement.
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Arrested Adolescence and Organizational Culture

I was invited to visit a major production facility of a well-known high-
tech manufacturer. One of my first appointments was with the director of
this facility. He was also a senior vice president of the company.

After introductions, I could tell by his silence that he expected me to
initiate the conversation. So I asked him: “You are just beginning to lead this
part of the company into applying the philosophy of quality to its ap-
proaches. How do you expect your job to change as a result of this?”

His response: “I’m not interested in discussing that Western intel-
lectual bullshit!” Then silence. My question may not have been brilliant, but
it deserved a better response than I got. I honestly cannot recall the rest
of the conversation. Somehow we got through it. I later visited with
friends who worked in this facility and described this incident, comment-
ing on how rude this facility director was.

“Oh,” my friend responded, “you don’t understand our culture.
That’s how managers treat people here. It’s called ‘constructive con-
frontation.’”

I would call it arrested dysfunctional adolescent social skills, some-
times called being a brat! This company calls it culture and declares it some-
thing admirable.

I later learned that in their catalogue of corporate training programs,
they offered a course in constructive confrontation. “Okay class, now imag-
ine yourselves to be precocious, spoiled, antisocial, 12-year-old brats….”

The 
apparent

organization

The “below-the-
surface” organization

Figure 5-11. The organizational iceberg.
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The Apparent Organization

There is the visible, formal, obvious, and officially reported ver-
sion of the organization. It consists of the products, services, customer
segments, and markets; the hierarchical structure and chain of com-
mand; the official roles, functions, job descriptions, and accountabil-
ities; the facilities, equipment, machinery, materials, and supplies; the
official systems, processes, and methods of work; the official policies,
goals, plans, objectives, and standards.

The Below-the-Surface Organization

The informal organization has its unofficial leaders and unwrit-
ten rules. The informal organization is shaped by the styles and val-
ues of its founder and leaders, and by its history—the residual impacts
of past victories and setbacks, old feuds and rivalries. The informal or-
ganization has its own communication channels, its grapevine; it
consists of unofficial networks and cliques. The informal organization
often determines how well-included and respected an employee feels.
Inside the official organization and on its perimeter are various unof-
ficial yet influential groups, each with its own unofficial, sometimes
unspoken rules of membership. The informal organization makes de-
cisions that can affect whether or not or how well the official deci-
sions are implemented.

The hidden, below-the-surface organization is what determines
the average employee’s workplace experience. The hidden organization
creates and, for all practical purposes, constitutes the organization’s cul-
ture. The higher in the organization someone is, the less likely he or she
is to know or understand what the everyday workplace experience is for
the ordinary employee. Even bosses who rose up through the ranks are
unlikely to get it. Therefore, the managers are the least likely to under-
stand the culture of their organization though they are the ones most
likely to talk about it. Managers may also not appreciate what it takes
to change an organization’s culture. From an employee’s point of view,
culture may be pictured as in Figure 5-12.

As an employee:

■ I can like my coworkers and the company but dislike my job.
■ I can like my job and coworkers but dislike the company.
■ I can like my job and the company but dislike my coworkers.
■ When I like all three, I am more likely to be energetic, com-

mitted, and motivated to do good work.

There is a connection between culture and change.

■ Culture often becomes an excuse for not changing.
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■ Culture takes what is ordinary and explainable and elevates it
to the ethereal and unattainable.

■ Any time you are tempted to use the word “culture,” substitute
“current behavior” and reflect on how this changes the nature
of what had been seen as culture.
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How do I feel
about my company?
Valued? Included?
Proud? Loyalty?
Teamwork?

How do I feel about my work
group? Teamwork? Loyalty?
Trust? Collaboration?

High

Low

How do I feel about my job?
About the work I do?
Competent at it?
Proud of it?
Is it worthwhile?
Do I take joy in it?

Low

High

Low High

Figure 5-12. Organizational culture from an employee’s point of view.
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SUMMARY

Giving meaning, purpose, direction, and focus to work is the
quintessential leadership role. This responsibility of a leader is
betrayed by fad-dabbling and ego-dancing.

There is a certain noble poetry to work that can be captured in
our statements of vision and purpose. And there can be true esprit
de corps when people rally around a compelling common goal.
These are what leaders must help us achieve and maintain.

There are three levels of direction setting:

■ First, giving clarity and focus to everyday work. This was
discussed in Chapter 4.

■ Second, the galvanizing force of a shared vision and
common purpose; the larger, longer view that shapes us and
our future that has been the subject of this chapter.

■ Third, the hard work of carefully selecting priorities and
planning for their successful accomplishment, which we will
discuss in Chapter 6.
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CHAPTER FIVE ACTIVITIES

Direction and focus

1. What are your organization’s statements of mission, purpose, vision, or values?

2. Are these unique, or are they generic statements that could fit almost any
organization of your type?
■ What is unique?

■ What is generic?

3. Are these statements helpful to anyone? If so, to whom and how?

Teamwork and teams

Select one team and answer the following questions with that team in mind.

1. Enter the name of the team.

2. Who established this team?

3. What is the purpose of this team?

4. Who defined its purpose?

5. Describe the problem, need, or opportunity this team was established to
address.

6. Why is this problem, need, or opportunity more important to address than
other possible targets of your team’s effort?
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7. What, in general, are you trying to accomplish?

8. Is your team part of a larger effort? If so, describe the larger context and how
your team fits into it.

9. How does your team differentiate between those issues that are appropriate for
your team to address and those that are not?

10. What are the ultimate measures of success for your team?

11. How will you know if you are making progress?

12. How will you know whether you are making a beneficial difference?

13. How will you know that your current project is completed?

14. Where would you place your team on this continuum?
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The extent to which your team is autonomous,
having control of its work, authority to

make decisions and control over the
implementation of its decisions.

The extent to which your team is advisory
with some other individual or group having the
ultimate decision and control over its implementation

0 1 2 3 4 5 6 7 8 9 10
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15. Where on this continuum would the next layer-up of hierarchical
management place your team?

16. Characterize your team:

An aggregate (circle one) A synchronized,
of discoordinated, 1 2 3 4 5 6 7 8 synergistic,
inharmonious collaborative unit
individuals

17. Describe what might help move your team farther to the right on the
continuum in Question 16.

Questions on culture

1. What is your organization’s culture:

A. As described by the executives?

B. As described by managers?

C. As described by the hourly workforce?
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INTRODUCTION

In Chapter 5 we provided some guidance for getting ready for change:
developing statements of vision, meaning, purpose, direction, and
focus. We also mentioned teams and teamwork as prerequisites for
change and touched upon the notion of an organization’s culture as
perhaps an obstacle or perhaps a useful perspective regarding change.

In Chapter 6 we will talk about change and improvement. The
leader’s job is to know the difference between change and improve-
ment and to know how to lead improvement.

First we will discuss the seven phases of breakthrough improve-
ment, then some principles regarding change and resistance to
change.

Effectiveness versus Efficiency

Effectiveness is doing the right thing. Efficiency is doing things right.
Peter Drucker, the great student of management, is credited with this
insightful distinction. Russell Ackoff claims that it is better to do the
right things poorly (inefficient effectiveness) than to do the wrong
things well (efficient ineffectiveness). For example, we are becoming
more and more efficient at building automobiles in a world that is less
and less able to tolerate their existence.

The difference between managing daily work and managing break-
throughs illustrated in Figures 5-2 and 5-3 is relevant here. Daily work is
focused on achieving greater efficiencies in the production and delivery
of our current products and services. Breakthrough planning may also,
indeed, contribute to more efficient production. But the starting point of
breakthrough management needs to address the question, “Is this the
right thing to do?” This is the point where the issue of effectiveness must
be raised and resolved.

The purpose of this chapter is to help leaders step away from the
day-to-day and ask questions related to broader systems and longer
terms. This is, quintessentially, the leader’s job.

BREAKTHROUGH IMPROVEMENT

What follows is a model for planning breakthrough improvement. As
George Box has said, “All models are wrong but some are useful.” This
model may not be right for you. It may not be right for anyone! But
if you adapt it to your own situation, it will probably be useful.
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We saw in Figure 5-3 the difference between breakthrough im-
provement and improvement in daily work. Breakthrough improve-
ment involves:

■ Doing what we have never done before (new products, new
services).

■ Producing at a scale we never imagined achieving (more,
faster, better).

■ Working well beyond the capabilities and capacities of our
current systems, processes, and methods.

■ Achieving well beyond what could be accomplished by mere-
ly trying harder or working faster using our current approach-
es.

■ Designing a new system.

Here are the seven phases of planning for breakthrough im-
provement:

1. Step back and see what is going on.

2. Step closer and look at your organization’s current systems
and capabilities.

3. Describe the future, define the ideal.

4. Identify the actions, plan for successful accomplishment,
and select the priorities.

5. Mobilize the resources and begin.

6. Leaders shift from planners to reviewers, from decision mak-
ers to researchers.

7. The organization learns to improve and integrates what has
been learned into future cycles.
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A Systems Look at Effectiveness:
A New Spin on an Old Cliché

For the lack of a nail, the horseshoe was lost. For the lack of a shoe,
the horse was lost. For the lack of a horse, the rider was lost. For the lack
of a rider, the battle was lost. With the loss of the battle, the war was lost.
By losing the war the tyrant was exiled. And the people found freedom
again.

The moral: Sometimes inefficiency is better than efficiency.
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We will explore the phases one at a time. For each phase it is im-
portant to get a sense of the whole, rather than getting caught up
right away in the details.

Phase 1. Step Back and See What Is Going On.
Here we describe not a single event, but ongoing information systems
that continually provide data. These data are brought together for vari-
ous reasons at various times. We describe the convergence of data at the
onset of the breakthrough planning process. When the planning process
is completed, however, the data-gathering systems continue. Some of the
types of converging data are shown in Figure 6-1.
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Perhaps They Need a Breakthrough Improvement!

Opening a discussion group on the Internet requires approval from
the Internet participants. While anyone with an E-mail address can vote,
generally there are only 200–300 votes whenever someone asks for ap-
proval.

Recently, however, someone asked for approval to open a white su-
premacists’ discussion group. Instead of 300 voters, there were 40,000 vot-
ers. (The proposal lost by a 66 to 1 ratio.)

The volunteer who had offered to count the votes needed several
months to do what ordinarily would take a few hours. His computer, the
address for voting, was at his job. The company’s computer crashed three
times from the volume of traffic. His boss was very accommodating, al-
lowing the continued use of the office computer after hours.

Someone commenting on the Internet discussion group voting
process admitted, “I think we have to come up with a better way!”

Customer
data

Market
data

Our purpose, 
mission, 

vision, and 
values

Political
data

Economic
data

Data on 
emerging 

technology

Social and 
demographic 

data

Emerging and 
converging trends 

(longer term, wider 
ranging)

Public safety, health 
& environmental data

Figure 6-1. Types of converging data.
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Each area of data gathering represents a system
put in place to routinely monitor the trends important
to the organization. Each organization selects what
types of data are important for it to monitor. This will
obviously vary depending on the purpose, mission, vi-
sion, and values of the organization. One of the im-
portant leadership roles is to be the visionary: to step
away from the everyday urgencies and take the longer,
broader view, using data in that search.

Our Purpose, Mission, Vision, and Values

■ What progress have we made on these?
■ Are events and trends emerging in other areas suggesting

any reconsideration of these direction-setting statements?

Market Data

■ The market is the entire world in which your products, ser-
vices, and capabilities are offered. Some of the market con-
sists of those who are currently your customers. Most of the
market does not consist of your customers.

■ What do you know about:

— Those in the market who are not your customers? Those
who are:

- Working with your competitors

- Finding a way to get along without what you or your
competitors provide

- Unaware of what you or your competitors can provide

— Former customers? Why they left, where they went?

— Our could-be-but-never-were customers?
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Shifts in Mission

In 1995, The Association for Quality and Participation changed its
mission to include communities as a target for AQP’s services.

In 1997, The board of The American Society for Quality Control an-
nounced the change of the name of the organization to The American So-
ciety for Quality, thus recognizing the broader focus already occurring in
ASQC.
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— Benchmark data: What can your competitors provide that
you can’t (more, better, faster, smaller, cheaper, more user-
friendly, etc.)?

■ Without understanding both your customers and the market,
you will have difficulty identifying breakthroughs and priori-
ties.

■ An innovation (what Kano would call “delight characteris-
tics”) is almost never suggested by customers. But awareness
of customers and their experiences can suggest these types of
breakthroughs to the creative leader.

Current Customers

■ Any discernible shifts in numbers? Type or segment? Demo-
graphic patterns?

■ See also the more immediate customer data listed in Phase 2.

Data on Emerging Technology

■ What new technology is already out there?
■ What characteristics could be designed into not-yet-developed

technology that would give you an advantage (or disadvantage
if your competitors had it)?

Social and Demographic Data

■ How are society and the population changing?
■ What can be reasonably projected for 5, 10, or 20 years from

now?
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Baby Boomers

In 1945, World War II ended, and nine months after the troops re-
turned home, we began to experience a huge bulge in the population (so
to speak).

At the beginning of 1996, baby boomers began turning 50 at the rate
of one every seven seconds. All sorts of agencies and businesses have had
to consider this demographic phenomenon when planning to serve the
boomer population.

In New Zealand, morticians have been planning for the onslaught of
what they call the “body boomers.”
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Public Safety, Health, and Environmental Data

■ What is the predictable availability of natural resources that
are necessary for your products or services?

■ What safety, health, and environmental damage do you, or
could you, cause?

■ What are the current and reasonably predictable safety,
health, or environmental regulations that affect, or could af-
fect, you?

■ What must you do to take care of safety, health, and the envi-
ronment responsibly and in a timely way, preventing damage
rather than doing crisis intervention?

Political Data

■ What is happening in local, state, national, or international
politics that will have an impact on your suppliers, processes,
economics, and markets?

■ How can you best monitor those national or international
problems and trouble spots that will affect your work?

■ Where are problems being resolved and stability restored?
Where can you look for new opportunities?

Economic Data

■ What are the patterns and trends of economic distribution on
a local, national, and international level?

■ How will these patterns and trends affect your business?
■ What values and responsibilities will you take on regarding

fair salaries and wages?
■ How will you differentiate between common cause variation

and special cause variation in observing and analyzing events
in the stock market? In corporate financial performance? In
supply, demand, and price fluctuations?

This, of course, is a sample list. Not all will apply to you and
other indicators will apply that are not listed here. The important
points are these:

■ Select the data to monitor and the indicators to watch that are
most important to your needs as an organization.

■ Treat your list of indicators not as an agenda of discussion top-
ics, but as a list of ongoing data-gathering and analyzing sys-
tems.

Breakthrough Improvement 193

schlts06-10-12.qxd  8/20/01  8:39 AM  Page 193



Phase 2. Step Closer and Look at Your Organization’s
Current Systems and Capabilities.

Figure 6-2 shows some of the types of internal data to monitor and an-
alyze. These, too, should be seen as ongoing systems for gathering data,
not simply discussion topics.

In Chapter 7 we will explore the issue of measurement in greater
detail. Here we look briefly at each type of data.

Customer Data

Some of this data will dovetail with customer data described in
Phase 1. The difference is this: Phase 1 customer data looks at longer-
term trends. Here we look at more immediate trends. Phase 1 looks at
the longer-term future of the market. Here we look at what is hap-
pening now with our current customers.

■ Using the Kano Model (Figure 3-6), explore the following with
your current customers.

— What are the basics, and how well are you doing on them?

— What are the performance-related characteristics, and how
are you doing on them?

— What more can you do?

— What are or could be the delight characteristics? How are
you doing? What more can you do?

■ What is the frequency of customer complaints, and what are
the patterns? (See the sidebar “What to Do with Customer
Complaints” in Chapter 7.)
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Supplier
data

Employee 
data

Data on 
waste

Process/
system data

Other stake-
holder data

Last year’s 
plan and 
priorities

Customer 
data

Emerging and 
converging trends 

(closer to daily 
work)

Figure 6-2. Types of internal, daily-work data to analyze.
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■ What have you learned from focus groups and customer sur-
veys?

■ How successfully did you predict and anticipate customer-
related trends in past years?

Process/Systems Data

■ Which major processes are in statistical control; which are
not?

■ Which processes are in control with a range and average ac-
ceptable to your customers? (See Chapter 2.)

■ How well have you done at bringing into control those
processes that were out of control last year?

■ Which major processes are standardized, and which are not?
(See Chapter 4.)

■ What data do you have on conformance to the key quality
characteristics identified by your customers? (See Chapters 3
and 4.)

Waste

What data do we have on any of the following? (See Chapter 4.)

■ Waste ■ Cycle times
■ Scrap ■ Output capacity
■ Rework ■ Inventory
■ Remedial activities ■ Work in process
■ Breakdowns ■ Bottlenecks
■ Administrative mistakes, omissions, and errors
■ Key financial data (profit and loss, cash flow, budgeted or

forecast costs or revenue versus actual, etc.)

Employee Data

■ What do your people tell you regarding the workability of
your systems and process?

■ What gets in the way of people doing work they can be proud
of?

■ What gets in the way of joy in their work?
■ What data do you have on employee turnover? Why do peo-

ple leave?
■ What data do you have on the frequency and patterns of

grievances?

Breakthrough Improvement 195

schlts06-10-12.qxd  8/20/01  8:39 AM  Page 195



■ On a day-to-day basis, how are you doing with regard to em-
ployee safety and health?

■ What data do you have on hiring and promotion? How many
applications? How many candidates with ideal capabilities?
What are the patterns regarding insufficient capabilities?

Supplier Data

■ How well are suppliers meeting your key quality characteris-
tics?

■ What trends are likely to affect their service to you?
■ What data do you have showing which of the suppliers’ sys-

tems or processes are in control and which are not?

Data on Other Stakeholders

This is a miscellaneous category that includes data from such
sources of input as:

■ Unions
■ Stockholders, stock analysts
■ Regulatory or licensing agencies
■ Bankers
■ Neighbors of your facilities, the communities in which you

are located

Last Year’s Plan and Breakthrough Priorities

■ What did you learn from last year’s planning process that you
can incorporate in this year’s planning process?

■ How well did you do on last year’s priorities? Are any waiting
to be completed?

Sorting Out the Data

The data reviewed in Phases 1 and 2 of breakthrough improvement
will provide many clues and signals of possible directions. But it will
be somewhat chaotic. The data will need to be sifted and winnowed.

There are various tools and approaches for this sorting-out process.
Many of these are described in The Memory Jogger Plus (Brassard, 1989). In
particular, the affinity diagram (p. 17 ff.) and the interrelationship dia-
graph, also called the relations diagram (p. 39 ff.), are useful. These ap-
proaches will help create some order out of the chaos.
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In their classic work, The New Rational Manager, Charles Kepner
and Benjamin Tregoe (1981) explore various ways to analyze problems
(Chapters 1 and 2) and analyze decisions (Chapters 3 and 4). Kepner
and Tregoe’s work represents a synthesis of problem-solving and deci-
sion-making methodology as it existed prior to the approaches taught
us by Deming, Ishikawa, and others. Kepner and Tregoe’s work can be
judiciously combined with the work of those engaged in the Quality
Movement and become a powerful way to plan, make decisions, and
solve problems.

Some Guidelines for Sifting and Winnowing

Look for Confirmation of  Your Strengths.

■ What you are good at?
■ What you are known for?
■ Where and with whom do you have the greatest acceptance?
■ What capabilities have you mastered?

Look for Indications of  Your Vulnerabilities.

■ Where are you losing your competitive edge?
■ Which trends and technological developments may overtake

you?
■ Which financial truths and economic trends may leave you

exposed?

Look for Opportunities.

■ Look for the likely unfolding of events that will put you in a
unique position to capture the market and the technology.

■ Look for new directions and new capabilities you can offer the
market that take advantage of your expertise and unique re-
sources.

Look for Urgencies.

■ Problems that may well develop into crises.
■ Problems that could spread, affecting other parts of the orga-

nization.
■ Opportunities that may soon disappear and never pass this

way again.
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Look for Antecedents That Lead to Consequences.

■ What are the causes of the problems? What are the causes of
the causes?

■ What are the barriers to progress?
■ What are the systemic conditions or factors that allow this

problem to exist?
■ What unmet needs stand in the way of resolving other prob-

lems?

In All of This, Use Data: Not Opinions, Not Guesswork, Not
Bombast or Passionate Rhetoric … Data!
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Employee Participation in Breakthrough Improvement

When the priorities are announced at the end of Phase 3, and the
plan is shared at the end of Phase 4, they should come as a surprise to no
one.

As the process unfolds, there should be continual sharing with em-
ployees, input and feedback from them, and involvement by them in the
planning.

Cascading 
deployment 

of “policies,” 
communications 

training, etc., 
downward

 (data, tentative 
company-wide 
priorities and 

plans, etc.)

Company
Level

Division
Level

Department
Level

Etc. A
A

AA
AA
A
A

A
A
A

Upwardly 
directed input, 
feedback, data, 
contributions 
of details and 
local specifics 
to what was 
general and 
unlocalized, 

etc.

Figure 6-3. Rensis Likert’s linchpin model may be a useful approach to
developing pathways of participation.
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Phase 3. Describe the Future, Define the Ideal.

By the end of Phase 2 you should have an initial sense of the emerging
themes. With this awareness as a framework and background, leaders can
begin a process of reconceiving reality. Breakthrough planning requires us
to let go of our old assumptions, easier said than done.

In Creating the Corporate Future, Russell Ackoff (1981) offers some
help with what he calls idealized design (pp. 104–125). The following
is an adaptation of his work.

Define the Future Using Idealized Design

1. Assume that your products, services, systems, and processes have
just been destroyed. They no longer exist. You cannot re-create
them. You have left only your organization’s purpose and
your people’s knowledge, experience, and imagination.

2. Your challenge is to replace what was destroyed with new prod-
ucts, services, systems, and processes; not to rebuild the old but
to start from scratch and begin anew. What was there is gone
forever.

3. As part of idealized design, ask the following questions about
the products, services, systems, or processes that were just
destroyed:
■ What was their purpose?
■ What capabilities did our customers acquire as a result of

these products or services?
■ Is this purpose and are these capabilities worth preserving

in the new design?
■ What new purpose or capabilities would be important to

offer?

4. You are completely free to redesign the product, service, sys-
tems, or processes within the following restraints:
■ What you do must be technologically feasible. You may

need to use known technology to invent new things, but
no science fiction.

For example: Sony used technology that Texas Instru-
ments had developed for use in hearing aids and applied
it to radios—the dawning of the age of transistor radios.

■ It must be operationally workable in the present environ-
ment. Once developed, the new technology must be able
to function as intended and survive.

■ Assume there are no regulations to prevent you from going
forward. However, consider alternative ways to fulfill the
legitimate intent and spirit of the regulations.

Breakthrough Improvement 199

schlts06-10-12.qxd  8/20/01  8:39 AM  Page 199



Define the Ideal

If we can pull it off, here is what we want:

1. The following new network of products: __________________

________________________________________________________
■ Providing these capabilities ____________________________

________________________________________________________
■ With these characteristics and attributes ________________

________________________________________________________

2. The following new network of services: ___________________

________________________________________________________
■ Providing these capabilities ____________________________

________________________________________________________
■ With these characteristics and attributes ________________

________________________________________________________

3. The following new systems and processes: ________________

________________________________________________________
■ Providing these capabilities ____________________________

________________________________________________________
■ With these characteristics and attributes ________________

________________________________________________________

4. Our ideal is responsive to the following data that we ob-
tained and reviewed in Phases 1 and 2: ___________________

________________________________________________________

5. Here is how our customers will benefit from these new prod-
ucts, services, systems, or processes: ______________________

________________________________________________________

Phase 4. Identify the Actions, Plan for Successful
Accomplishment, and Select the Priorities.

At this point we have looked at the current situation (Phases 1 and 2)
and defined an idealized future (Phase 3). Now we ask what we must
do to achieve our idealized future. We also need to identify the prior-
ities for implementing those activities. The most important question
to ask at the start of Phase 4—and to ask repeatedly—is, “What will be
necessary to successfully accomplish our goal, our idealized future?”
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Figure 6-4 shows a tool and a way of thinking. The tool is called a tree
diagram. (See Brassard, 1989, p. 71 ff.) It is a way of thinking through
the conversion of goals into actions.

When we first ask, “What will it take to successfully accomplish
this?” we will undoubtedly end up with a list of subordinate goals. For
each subgoal, we repeat the “What will it take” question, perhaps con-
tinuing through further sequences of subordinate goals and “What
will it take …” questions. Eventually the answer to “What will it take
…” will be lists of actions.
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Breakthrough Improvement versus
Management by Objectives

A goal without a method is cruel!—W. Edwards Deming
It is in Phase 4 that breakthrough improvement parts company with

MBO. MBO is more or less a wish list, not much different from what we
did as kids getting ready for Christmas or a birthday. “Here are my wish-
es,” the boss says. “Now you are accountable for making them come true.”

This takes no brains. It is not leadership. This represents the avoid-
ance of thinking and the abdication of leadership.

A carefully 
selected 

goal

Sub-
goals

Sub-sub
goals

Etc.
until:

• Actions
• Initiatives
• Interventions
• Projects
• New systems
• New processes
• New methods

Each of which is 
necessary and all of 
which are sufficient 
to achieve the 
priority

Figure 6-4. A tree diagram describing the conversion of a goal to activities.
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There are two tests for the items in the tree diagram:

1. Is each item necessary? Don’t pursue a subgoal or undertake
an activity that isn’t necessary in order to accomplish the
larger, carefully selected goal.

2. Are all the items sufficient? Should subgoals or activities be
added to make the network of goals and activities sufficient
to accomplish the larger goal?

Some of the items on the list of actions may require a team to accom-
plish, some a natural work group, some a cross-functional team, some
an ongoing team, some an ad hoc team especially formed for this pro-
ject. Other items on the action list won’t require a team at all, but can
be undertaken by one person acting alone, sometimes with a single
stroke of a pen. The nature of the task on the list of actions will indi-
cate the structure appropriate for the effort: team or no team? Who
should be involved? The old architectural adage, form follows function,
applies here also.

Select the Priorities

Having defined the idealized future and translated these ambi-
tious goals into actions, we must decide where to start: What gets
done first and which parts get put off until later? What makes one set
of actions more important than another? Here are some criteria. Pre-
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The Systems Side of Change

Usually whatever we propose to change is part of a larger system. It
is important, therefore, to look at the systemic implications of any pro-
posed change. Here are some questions to explore:

■ What purpose is currently served or desirable benefit acquired by
the process or method we propose to change?

■ How does whatever it is we propose to change fit in? What larg-
er systems or processes does it support or feed into? What small-
er processes or methods fit into it?

■ How can the desirable output and benefits of this process contin-
ue without the continued existence of this process?

■ What should we monitor to assure that we are sustaining the ben-
efits of the old process without suffering its shortcomings?
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viously we used these criteria to sift and winnow the data and indica-
tors of possible goals or themes for breakthrough improvement. Here
we use the same criteria to organize our action steps into an appro-
priate sequence.

1. Builds on our strengths.

2. Protects us from our vulnerabilities.

3. Provides us with a compelling opportunity.

4. There is an urgent need to respond.

5. Antecedents and consequences: One action is necessary be-
fore others can begin.

One tool to help sort out priorities is the matrix diagram shown
in Figure 6-5. For more on this tool, see Brassard (1989, p. 97 ff.).

Two other tools useful for displaying chronological interdepen-
dence are the PERT chart and the GANTT chart, shown in Figures 6-6
and 6-7.
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Criteria for selection
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need

Chrono- 
logically 

antecedent Comments
Sub-goals 

and actions

List the 
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the tree 
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the action 

list items

Figure 6-5. Matrix diagram.

Compelling
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1. Educate the top 
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for a pilot test
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4. Develop a training 
curriculum
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6. Train the trainers
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Figure 6-7. A Gantt chart on the introduction of a new measurement system in the
company.
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The PERT Chart (or Critical Path)

This planning tool became famous when it was used to plan the
construction of the first nuclear-powered submarine (which came in
under budget and ahead of schedule). PERT is an acronym for Planning
Evaluation Review Technique. Critical path—its currently popular
name—refers to the longest anticipated single line of activity from start
to finish. The Japanese quality teachers consider this one of the seven
management tools and call it the Arrow Diagram. This chart was de-
scribed in Chapter 4 (see Figure 4-7).

For more information on the PERT chart, see Brassard (1989, pp.
97 ff.). Brassard chooses to call this the activity network diagram.

The Gantt Chart

The developer of this chart, Henry Gantt, was a consulting engineer
and protégé of Frederick Taylor at the turn of the century. The chart de-
veloped by him is a wonderfully visual planning tool that describes the
temporal relationships of events that unfold over time. The Gantt chart
can be used to describe a macro plan (the construction of a new city) or
a micro plan (the construction of one chair that will be placed in one
room of one building of that city). The Gantt chart can show projected
schedules and actual schedules.

Some guidelines for the use of PERT and Gantt charts:

■ In general the PERT chart accommodates complex projects
better than the Gantt chart.

■ Either chart may, and probably should, be done showing dif-
ferent scales of action: one chart for more generic categories of
activity, other charts for the more minutely detailed actions.

■ When developing the chart, it is usually easier to start at
the end and work backward toward the beginning.

■ It is common to discover how unrealistic your anticipated
timeline is when constructing a PERT chart or Gantt chart. If
you have found that you haven’t allowed enough time to get
things done, it is generally better to postpone your target date
than to arbitrarily shorten the time allowed for each stage in
the development effort. Better yet, don’t set a target date, at
least not until this planning is completed.

■ It is also common to discover missing steps when construct-
ing these charts, steps you had not originally anticipated. This
is one of the reasons the next guideline is important.

■ When doing these plans in their early draft form, use Post-its™ or
some other brand of sticky notes. Some clients have told me that
this is the most useful bit of advice I have ever given about how to
plan. (Faint praise is sometimes worse than no praise at all.)
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Phase 5. Mobilize the Resources and Begin.

After Phase 4 we know what has to be done, but we are not quite
ready to do it. We must surround our breakthrough improvement
with a little infrastructure providing guidance, alignment, and sup-
port. Generally speaking, each improvement effort will need two
kinds of support, as illustrated in Figure 6-8.

Managerial support and linkage: Contact with and access to the ap-
propriate level of leadership in the organization. A sure recipe for failure
is to allow any individual group to drift off like orphans in a storm.

Technical support: Access to various types of expertise, training,
advice, and counsel including intrinsic technology (subject matter,
product, or service expertise) and expertise in improvement method-
ology.

One suggestion that I have found successful for offering a struc-
ture of support is described in Figure 6-9.
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Review Review

Reviewer(s)

Early in the 
project

Mid
project

Late in 
the project

The sponsor or 
guidance team

The quality 
advisor

The project leader

or project team

Figure 6-9. A structure of support for improvement efforts.

Those involved in 
improvement 

efforts: teams and 
individuals

Access to and 
support from 

technical experts

Formal, specific 
linkage to line 
management

Figure 6-8. Two types of support for those engaged in improvement efforts.
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■ Project leader: An individual conducting a task that is part of a
breakthrough strategy.

■ Project team: A group assigned to an improvement task.
■ Quality Advisor:

— Coaches both those involved in the project and those en-
gaged in giving managerial support. A teacher of the
methodology of improvement on a just-in-time basis.

— The internal or industry technical advice (called intrinsic
technology) is provided by those in or outside the organi-
zation who have such expertise and are assigned as con-
sultants to the project or are sometimes actual members of
the project team.

■ Sponsor: Someone in line management who cares about this
project has responsibility for the area involved in the break-
through effort, understands the larger purpose and strategy of
the breakthrough effort, and is assigned to be available to the
project participants for support and reality checks.

■ Guidance team: Sometimes the role of sponsor is fulfilled by a
team of managers and other appropriate leaders.
The guidance team most probably will need a designated leader.
Sometimes the greatest value provided by the guidance team will
be to act as an identified point of contact between those directly
involved in the project and line management. Many times the
meeting may consist of the project team having an informal
check-in with the sponsor or guidance team, updating them on
current developments. The sponsor or guidance team may still use
the questioning and listening skills discussed in Chapter 8, with-
out the formal review process described later in this chapter. Ide-
ally, the project team and guidance team are partners, working to-
gether: The guidance team acts as a reality check and helps to
remove roadblocks and elicit the organization’s support, and
helps the project team prepare for formal written or oral presen-
tations and reviews.

■ Reviewers: At different times during the project’s history, those
involved in the project will meet with one or more senior man-
agers for a review. I have also known of occasions when a cus-
tomer was part of a review. The reviews have various purposes
and the reviewer should be selected based on who would be ap-
propriate for a given review with a given purpose. (For more on
reviews, see Phase 6 and Chapter 8.)

Therefore, part of organizing for the network of breakthrough im-
provement efforts is to plan and deploy the support systems surround-
ing the breakthrough projects. Figure 6-10 is a sample format for dis-
playing this information.
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Your quality advisor is Mary Rose Walsh, 6-4220
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This is a short description of the nature of the project. Examples:       
•   •   
•  •  
•   •   

     

This describes planned dates on which some appropriate manager or team of
managers will conduct a review of this effort.

This describes the target date. This is especially useful when other efforts
must wait for the successful completion of this effort.

This describes how you will receive technical guidance and support; who and
how to contact them: Examples:

For technical advice reference glue properties, contact
W. Warner in the research lab.

This describes the nature of ongoing contact with line management, whom to
contact and how to contact him or her. Example:

Guidance team for this project led by J. Chandler, 3-5483
Sponsor for this project: W. Terwilliger, 6-5150

This describes who will be coordinating/leading this effort. Whom to contact
and how to contact him or her.

This describes the structure of participation, who participates, who is
involved, who is consulted and any limits to authority. Examples:

A cross-functional team representing sections P, Q, R, & S
Consult Wilson in research.
One person from finance with support from an advisory group
#3 machine day shift; consult other shifts.
Operations team will accept recommendations.

This describes the boundaries of the project. Examples:

Establish baseline data on cycle-time and recommend next steps 
Study leakage that occurs after point H and to point K
Identify causes of surface damage and eliminate the occurrence of
them across all relevant function areas
Develop and recommend alternative purchasing policies to help
reduce the number of suppliers of routine maintenance supplies

#3 machine downtime
Out-of-stock study
Work-in-transit distance reduction

Purchasing policy alignment
Spare parts bottleneck
Missed delivery dates

This is a reference code for record keeping.

Figure 6-10. The infrastructure surrounding the improvement activities.
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Commissioning Those Who Will Begin the Improvement Effort

Along with the information included in the format shown in
Figure 6-10, the leaders of the breakthrough effort should communi-
cate the following information to project leaders and team members.

1. The purpose of the team.

2. The problem or need that this team has been established to
address.

3. How this effort integrates into a network of other efforts (the
tree diagram strategy).

4. What the expectations of senior management are:
■ How we will measure the completion of the task.
■ How we will measure success.

5. What output is expected from this effort, who receives that
output, and what they expect.

6. What internal and external resources are available to you.

7. What the known boundaries and constraints are:
■ What you have control over (areas of independence).
■ What you do not have control over (areas of depen-

dence).

Along with this information, tell them to begin!

Phase 6. Leaders Shift from Being Planners
to Being Reviewers, from Being Decision Makers
to Being Researchers.

Up until this point, leaders have been the leaders, orchestrators, facil-
itators, and promoters of the planning process. The plan is theirs but
widespread and frequent participation will be necessary to pick the
right priority (Ackoff’s “Doing the Right Thing”) and to develop a
plan for the necessary and sufficient activities (Ackoff’s “Doing Things
Right”). When the projects have been commissioned and are under-
way, the leaders switch hats. They become reviewers.

In Chapter 2 we examined how learning takes place. Here is a
summary of the points that are applicable to the review process:

■ Learning and improvement result from the dynamic interplay
between theory and experience. The entire breakthrough plan
is theory. As it is applied, managers will acquire knowledge.
Review is how managers examine how well the theory is
working and what needs to be learned so they can do better.
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■ The PDSA (Plan-Do-Study-Act) cycle is a continual cycle of
learning and improvement.

Conducting reviews is one method by which the leaders incor-
porate study into their breakthrough improvement efforts.

Diagram 6-2 is a description of the leader’s annual transition
from planner to reviewer. It is organized according to the PDSA cycle.

The matrix in Diagram 6-2 refers to required capabilities. These
are discussed in Chapters 2 and 8. Figure 6-11 is a sample format for
planning the reviews. Much of this information would be taken from
the form shown in Figure 6-10. Figure 6-10 organizes some basic in-
formation on all the projects. Figure 6-11 organizes review informa-
tion on each project individually. Figure 6-10 is a format intended for
use by senior managers and the quality office. Figure 6-11 is a form in-
tended for use by project leaders, sponsors, and assigned reviewers.
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Diagram 6-1. The PDSA cycle.

ID#
Project
name

Contact 
person

Scheduled 
review 
dates/ 

location

Reviewer(s) 
phone #
and fax #

Purposes 
of review

These entries are taken from the 
infrastructure chart described 
previously. The “review date” 
column has added information on 
where the review will take place.

This lists the 
manager or team 
of managers who 
will conduct the 
review, how to 
contact them, how 
to send them 
documents.

This describes any 
special focus on 
this review, for 
example: “Explore 
with project team 
whether #3 
machine will need 
to be replaced.”

Figure 6-11. Information sheet on reviews for each individual improvement effort.
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The manager 
as planner

1. Reviews various data
• Customer data
• Market data
• Process data
• Employee data
• Long-term plans, last 

year’s efforts and results

2. Analyzes data, develops 
priorities through interactive 
methods

3. For each priority—and with 
ample input and 
participation—identifies all 
the various interventions, 
projects and activities that 
are necessary and sufficient 
to accomplish that identified 
goal

4. Commissions the various 
interventions, projects and 
activities, scheduling review 
dates for each

5. Takes advantages of 
opportunities to informally 
inquire about the activities

6. Conducts formal reviews at 
scheduled times

7. Integrates learnings into 
future efforts

• Statistical thinking
• Systems thinking and 

analysis

• Meeting skills
• Listening skills
• Inquiry skills

• Systems thinking
• Improvement strategies
• Communication skills
• Meeting skills
• Inquiry skills
• Planning skills

• Communication skills
• Listening skills

• Neutral observation
• Listening skills
• Inquiry skills
• Improvement strategies 

and methodology

• Meeting skills
• Listening skills
• Inquiry skills
• Review infrastructure
• Improvement strategies 

and methodology

• Systems thinking
• Statistical thinking and 

analysis

Activities Required Capabilities

The manager 
as reviewer

The manager 
as planner

P

Diagram 6-2.

P

D

S

A
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Organizing for the Review

For each improvement effort determine the following:

An Overview of Reviews

Inquiry is an informal method by which managers can stay in
touch with those involved in improvement efforts or any other activ-
ities. The review is a formal inquiry, held at a predetermined place and
time. The review (unlike inquiry) cannot happen serendipitously. At
the heart of the review process is the PDSA cycle. PDSA guides sever-
al direction-setting mechanisms, each operating on a different cycle.
During the reviews, the managers may look for indicators relevant to
these questions.

1. Mission, vision, values, philosophy; long-term goals and
plans; and medium-term goals and plans operate on slow
turning cycles. Annual plans and short-term projects operate
on faster turning cycles. The longer cycle direction-setters
stay more or less in place, however, mostly unaltered over
time. But it is appropriate to revisit them from time to time,
especially during the annual improvement planning cycle.
■ Are the longer-term cycles still relevant? Still meaningful?
■ Are we making continual progress toward them?

2. Each of the shorter-term cycles involves its own planning,
doing, studying, and acting. The review process is relevant to
the check step for each of these:
■ What progress are we making toward our annual improve-

ment goals?
■ How well is our strategy working? What adjustments are

necessary?
■ How effective is our knowledge and skill in improvement

methodology?
■ How successful is this particular improvement effort?

What progress has been made?
■ What have we learned that can be transferred to other cur-

rent and future efforts?

3. Given the various contexts provided by the longer- and
shorter-term PDSA cycles, the purposes of reviews may be de-
scribed as follows:
■ To test the current validity of the mission, vision, values,

and philosophy of the organization.
■ To measure progress and assess the current validity of long-

term goals and plans and mid-term goals and plans.
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■ To measure progress toward the accomplishment of the
annual improvement plan.

■ To test the validity of the strategy behind the annual plan:
Is each activity necessary? Are all of them sufficient?

■ To look for gaps in our ability to use the various elements
of improvement methodology.

■ To look for lessons to be integrated into our systems, to be
used by (or avoided by) others engaged in improvement ef-
forts.

■ To recognize and support the efforts of those engaged in
improvement efforts.

■ To determine where additional resources may be necessary
or useful to bolster improvement efforts.

■ To align and realign activities, if necessary, with their orig-
inal intent and with the larger purpose and strategy.

■ To stay in touch with the everyday folks doing the impor-
tant, real work.

4. Some implications of these purposes for reviews:
■ All of these purposes cannot be pursued at any given re-

view.
■ Different managers, or other staff specialists, are more ap-

propriate for reviewing some purposes, others are the ap-
propriate reviewers for other purposes.

■ There may need to be special reviews of, perhaps, a sam-
pling of projects aimed at pursuing some of the slower-
turning, longer-term cycles.

■ Like everything else, reviews have their own PDSA cycle.

The Review Itself

In Chapter 8, we will look at various questions and strategies of
questioning that leaders may use. The questions may be used in an in-
formal setting, perhaps even in a casual conversation. Here we exam-
ine the formal review: its logistics and process.

The formal review is a scheduled event with presenters, reviewers,
and, sometimes, an audience. It is held at a prearranged time and date
in a prearranged place. It usually has an established format and agenda.
The formal review is conducted by managers; those being reviewed are
the individuals or groups involved in various improvement activities.

Earlier I described an infrastructure for an improvement effort
that included a sponsor or guidance team (Figure 6-9). My recom-
mendation is that the sponsor or guidance team not act in the re-
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viewer role. They may help the project leader or project team pre-
pare for the review, perhaps with a dress rehearsal. However, during
the review, I recommend that the sponsor or guidance team be
among those who may be asked questions by the reviewers. I rec-
ognize that this involves more managers and some organizations
simply do not have enough management personnel to accommo-
date this recommendation.

Figure 6-12 shows a suggested layout for the review location.
This is adapted from the setup used by Dr. Ishikawa and other Japan-
ese quality leaders.

The following participate in the review:

■ The reviewers. Listen to the presentation and ask appropriate
questions of anyone involved: team leader, team members,
guidance team members, or quality advisor.

■ Presenter. Usually the project team leader. Because the team
leader is commonly the presenter, most questions are likely
to be directed to him or her. It is reasonable, however, for the
presenter to redirect questions to some other appropriate
party. Sometimes the leader of the guidance team or the
sponsor may introduce the presenter.

■ Others. This is optional. However, it may be useful to have
other interested parties in attendance. For example, future
presenters, workers in the area under study, other managers
and staff personnel, customers, suppliers, etc.
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Figure 6-12. A suggested room setup for a formal review.
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Some recommended elements of the review process:
■ Orientation for presenters. The review can be a fairly intimidat-

ing experience, even with the most benevolent of reviewers.
Whoever will be presenting should be coached and briefed
about:

— How to prepare materials for the review.

— What to expect at the review itself.

It is suggested that this orientation be conducted by the qual-
ity advisor and, if possible, by one of the reviewers.

■ Orientation for reviewers. Reviewers new to the review process
will also need to be coached in such areas as:

— What questions are likely to be most appropriate (and in-
appropriate)?

— What are the specific steps of the review? How does it un-
fold? Who does what?

This orientation is ordinarily conducted by the quality advisor
or a knowledgeable senior manager.

■ Preparation and distribution of presentation materials. The pre-
sentation should ordinarily be in an improvement story for-
mat using an overhead projector or power-point projector. A
hard copy of the overhead presentation should be made avail-
able to the reviewers one week in advance. Extra copies should
be made available for others on the day of the presentation.
The improvement story format has graphic displays showing
what the team has learned and accomplished. For more infor-
mation on the improvement story format, see The Team Hand-
book (Scholtes, 1988, pp. 4–27). There it is called the story
board format.

Figure 6-13 is a deployment flowchart of the suggested review
process.

Some notes on this process:

■ Reviewer mentions what he or she liked.

— This may seem contrived but, contrived or not, it seems to
help establish a less severe tone to the proceedings.

— The comments should obviously be sincere and directly
relevant to the work of the project and the presentation of
the work: “I found your before-and-after data, put in the
form of back-to-back histograms, to be particularly useful.”
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Approximate 
elapsed time

Lead
reviewer Presenter Others

• Welcomes everyone
• Introduces the project
• Reviews the agenda
• Introduces the presenter

Make a 10 to 20 
minute overhead 
presentation in an 
“improvement 
story format” 

• Thanks the presenter
• Mentions what he or she 

likes about the project 
and the presentation

• Invites any additional 
comments from project 
team, guidance team or 
Quality Advisor

Start of review

5 minutes

25 minutes

Make 
comments

• Asks questions for clarity
• Makes observations

• Makes suggestions for 
the future

• Brings the session to a 
close

30 minutes

50 minutes

60 minutes
End of review

Interacts with 
reviewer

Invites questions or 
comments from others

Interacts with 
others

Others ask 
questions or 

make comments

Figure 6-13. The review process: During the review.
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■ Reviewer asks questions for clarity. For example:

— “When you say ‘prompt response,’ what exactly do you
mean by that?”

— “On page 4, the chart on the top of the page: I know that
the passing of time is recorded in the horizontal axis.
Would you explain what is described on the vertical axis?”

— “How do you know that your definition of ‘on time’ is the
same as the customer’s?”

— “Please explain the connection between your solution in
Step 4 and your identified causes in Step 3.”

■ Reviewer makes suggestions for the future.

— This should be done gently, offering bits of advice rather
than orders from headquarters. “May I suggest that you re-
visit Step 2 and do more stratification and localization?
Use a Pareto chart, for instance, to show where the damage
is most likely to occur.”

Figure 6-14 displays what might take place immediately after the
review. This builds a study step directly into the review process.

Breakthrough Improvement 217

Approximate 
elapsed time Reviewers

Project team 
members and 

Quality Advisor
Guidance team 

members

Meet to 
discuss:
• What did we 

hear?
• What points 

did we try to 
make?

• What can 
we do to 
improve?

Begin separate 
concurrent 
meetings

Others

Separately 
meet and 
discuss:
• What did we 

hear?
• What points 

did we try to 
make?

• What can 
we do to 
improve?

May meet 
separately or 
participate 

with project 
team. Share 
observations 

and comments.

Depart

Joint meeting:
• Share insights and conclusions 

from the separate meetings
• Informal discussion
• Bring to a close

20 minutes
Begin joint 

meeting

60 minutes
End

Figure 6-14. Immediately after the review.

.

.

.

.

.
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Some notes on the postreview meeting:

■ These meetings are intentionally anticlimactic. They tend to be
more relaxed and less reserved. Often this second hour is more
“real” than the first hour.

■ The feedback to both sides is invaluable. Both sides should try
to be descriptive in giving feedback and nondefensive in re-
ceiving it.

■ The joint meeting should be facilitated. Perhaps the quality
advisor is in the best position to perform this function.

■ After managers, project team leaders, and members have had
sufficient experience with reviews, the postreview meeting
may cease to be necessary.

Managers as Researchers

What the organization’s leaders are doing in this phase is gath-
ering information. This is, in other words, a research activity. The plan
is a theory and the review is an effort to see whether the theory is
proving itself to be valid or whether there must be adjustments to the
theory—that is, adjustments to the plan. The managers are engaged,
therefore, in several ongoing PDSA cycles and, therefore, several re-
search efforts.

Phase 7. The Organization Learns to Improve and
Integrates What Has Been Learned into Future Cycles.
It is not enough to improve. We must know how to design and de-
velop new products and services, systems, and processes, not just im-
prove old ones. We must learn to develop the new and improve the
old fast enough to maintain an edge in the marketplace. We must
learn to develop the new and improve the old fast enough to keep up
with the pace of a changing world.

Here we discuss one approach to learning more rapidly. It is not
magic, but it is systemic. We must develop systems for learning from
our experience and integrating what we have learned into the organi-
zation’s ongoing work. The system is described in Figure 6-15. The
PDSA cycle must be a central strategy for everything we do. It is a
cycle for learning and integrating new knowledge on a continuous
basis.

A Review of Reviews

After several reviews, managers should meet to collate and com-
pare what they have learned in the various reviews.

Affinity diagrams or relationship diagrams may be useful means
for taking the various notes, comments, and anecdotal input and sort-
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ing them into some useful form. (See Brassard, 1989.) The purpose of
these sessions is:

■ To integrate learning into the organization,
■ To prepare for next year’s plan, and
■ To improve on improvement.

CHANGE AND RESISTANCE TO CHANGE

Change is almost always difficult. However carefully you may plan for
breakthrough improvement, you are likely to encounter resistance
from some quarter. Therefore, we end this chapter with some com-
ments on change.

When people change, why do they change? When people resist
change, why do they resist change? The two most popular approach-
es to change—coercion and rationality—are also the two least effec-
tive approaches.

Change Strategy 1: Coercion

This may seem to be effective. The gun at the head or the threat of
punishment can produce conformance. But it doesn’t produce moti-
vation, only movement. While the coercer may be motivated, the per-
son coerced merely moves: “If we capture their vitals, the rest of them
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Act
Adjust the plan, the 
theory, the current 
products, services, 
systems, processes, 
and methods

Plan
To apply these 
adjustments in 
the next cycle

Study
Monitor to see 
how well the 
new approaches 
are working out

Do
Plan the imple-
mentation and 
carry it out

Study
Review what we are doing. 
Identify strengths, vulnera-
bilities, opportunities, 
urgencies, and priorities.

Figure 6-15. Learning from experience and integrating what we have learned.
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will follow.” But those who use fear to win will have to find a way to
coexist with those who lose. Those who lose will use their creativity to
find a way to win. Coercion establishes an adversarial relationship that
will be almost impossible to eliminate. Coercion leaves in its wake cyn-
icism, grudges, distrust, and demotivation. Change through coercion
is, at best, a temporary and fleeting victory. Management through fear
and coercion is not a style of leadership. It is the abandonment of lead-
ership, the abdication of leadership. Inducing fear represents not lead-
ership but (in the words of David Couper, the retired chief of police of
Madison, Wisconsin), “an excess of testosterone.”

Change Strategy 2: Rationality

All change, even that which is coercively imposed, is wrapped in the
rhetoric of rationality: “If we capture their intellects, the rest of them
will follow.” So goes the rationality strategy. Reason and logic may in-
deed be necessary, more for some than for others. But they are cer-
tainly not sufficient to bring about change.

There is an obvious difference between intellectually under-
standing something to be right or wrong and doing something about
it. Explaining why change is important will not make the change hap-
pen. We are often disappointed, however, when our efforts to train
and educate people do not result in people changing.
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The Irrationality of Change

People have known the harmfulness of smoking for generations. (My
grandparents called cigarettes “coffin nails.”) For the last 30 years we have
had persuasive data confirming what we had already known to be true.Yet
smoking persists, in spite of the reasons, data, and logic against it. The gov-
ernment’s approach is to combine rationality (the Surgeon General’s re-
ports) with coercion (restrictions on advertising and sales to minors). This
approach combines the two least effective approaches to change.These ap-
proaches are how parents commonly deal with their kids: lectures and
rules. (If you want to increase the likelihood that a child will do something,
forbid it!) Whatever our ages, such approaches are more likely to provoke
the rebellious child in us.

It is interesting that the tobacco industry’s response generally is to
trigger our rebellious child. Rather than respond to the science of smok-
ing-induced health hazards, they appeal to our desires to be free of
parental-type constraints: “Don’t let the Government restrict your free-
dom.”
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Change Strategy 3: The Socialization of Change

Change is generally not a rational process. Why do people change?
Let me offer these statements as part of a change theory. People change
because:

■ They become aware of some conditions, factors, or circum-
stances that make them less content.

■ They experience these conditions, factors, or circumstances as
occurring outside their current ability to control.

■ They become aware that others, whom they respect, are expe-
riencing this discontent and inability to control the events.

■ They also become aware that someone or some group whom
they respect has proposed a way to deal with this shared ex-
perience of discontent and inability to control.

■ They become aware of a groundswell of support, especially
among people whom they respect, for this new approach.

■ They join their respected peers in support of this new ap-
proach.

What is described above is not a rational process. Rationality
will be used as the process of change unfolds and irrationality can de-
rail the process or at least slow it down. But change does not result
from a syllogism. It is seldom logical.

This theory of change suggests that for most people change is a
collectively social and somewhat emotional transformation. Even a
loner or a socially isolated individual can be affected by the social na-
ture of change. Change is described as a groundswell, a bandwagon.
A constituency begins to develop behind the experience of discontent
and the agreed-upon approaches. Writers and pundits begin to refer
to this constituency as though they were subspecies of the human
race: baby boomers, generation X, WASPs, angry white males. The dis-
tinction between reality and perception blurs. Self-fulfilling prophe-
cies begin to go to work. Change is a mess! Change becomes much
less clean and orderly than the coercion approach or the rationality
approach would allow.

Change in an organization is also a process of social transforma-
tion. The ideal approach to change is to help people understand the
need for change and allow them to participate in planning the re-
sponse to that need. If you want to encourage resentment and resis-
tance to change, keep people uninformed and uninvolved. (I once
heard a seminar presenter extol the virtues of what he called “stealth
planning”: Don’t let people know what is going on until it is too late
for them to do anything about it. This says more about his cynicism
about people than his knowledge of planning change.)
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As leaders of change, managers or any other change leaders must
see themselves as the leaders of a process to sway the hearts of the crit-
ical mass. They must seek to create a constituency behind a new idea,
building compatibility between the needs, hopes, and misgivings of
people and the proposed new idea.

For more on the importance of participation in the process of
change, see Chapter 10.

Resistance to Change: The Stages of Death

When faced with terminal illness or a near-death experience, we
go through some predictable stages. Elisabeth Kübler-Ross (1969) first
identified these stages of death. Her work has been confirmed by the
research of others. The stages of death:

■ Denial: “You have gotten my x-rays mixed up with someone
else’s.”

■ Anger: “It’s not fair! I deserve better than this!”
■ Bargaining: “If I shape up my life, can I survive this?”
■ Depression: “I have no control! I don’t know what will be-

come of me. I mourn the loss of what once was.”
■ Acceptance: “I am ready to move on.”

When we are faced with some inevitable need for change in our
organization, we go through the equivalent stages. I have heard man-
agers offer these forms of denial when they are faced with the need to
change their approach, adopting the new philosophy described here:

■ It won’t work in:
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• Understand the need

• Discuss the need in groups

• Planning the response

• Participation in the 
planning of the response

• Implementing and 
monitoring the change

• Communication and 
feedback regarding the 
effectiveness of the change

• Rational

• Socialization

• Rational

• Socialization

• Rational

• Socialization

Step in the change Approach

Figure 6-16. The socialization of change.
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— this culture

— this industry

— this state

— this company

— this plant

— this machine

— this crew

— this year
■ Did you people ever have to meet a payroll?
■ We’re already doing it, have been for years.
■ We don’t have time. I don’t have time.
■ This is a good idea, I’ll instruct my people to go do it.

I have concluded that these are all variations on a simple statement:
“Please God, don’t make me have to think about this!” When the need
for change is obvious, desperate, and urgent, people are likely to move
more swiftly through the stages. Part of the leading of change, however,
usually involves patiently helping people through the stages of death.
This, of course, becomes more of a challenge when the people in denial
are those who should be leading the change.

Regarding any proposed change, there will be a distribution of
people concerning their support for or resistance to the change,
shown in Figure 6-17 as a bell-shaped distribution. If the change is
seen as detrimental to or more beneficial to most people, the curve
would be correspondingly skewed to the right or left.
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The
urbanites

The
stragglers

The
settlers

The
pioneers

The
explorers

Vigorously
resisting

the change

Avidly
promoting
the change

Many

Few

Number 
of people

Figure 6-17. The continuum of resistance to change.
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At the forefront in favor of change are the explorers. These are
the Lewis and Clarks of change, the Chuck Yeagers and Yuri Gar-
garins, the first consumers of oysters and sushi, those who “boldly
go where no one has gone before.” In the context of a movement,
such as the quality movement, these are the commandos who are
so far ahead of the critical mass of people that most people are leery
of them. When people say that Deming followers seem like a cult, I
suspect that they have been subject to the zealousness of a Quality
Commando.

The pioneers are not too far behind the explorers, but are pru-
dent enough to wait and see what happens to the explorers before
proceeding. The settlers are more conservative and less risk-taking
concerning change. They will embrace something new when its via-
bility has been proven. The stragglers are slow to embrace the change.
They need security and predictability and even then may opt for the
comfort of the old familiar way. The urbanites will visit the frontier of
change only when it is a theme park. They may need to be dragged
kicking and screaming into change, or at least exhorted to withhold
judgment and let others give it a try.

Individually, we may experience ourselves as moving back and
forth on the continuum from one change to another. Many people,
however, seem habitually disposed in favor of, or opposed to, all
changes.

Planning for change involves different strategies depending on
whether the organization’s leaders and influential people are pioneers
or stragglers.

A Brief Glance at Influence

People have greater or lesser influence over others. They range
from the movers and shakers to the moved and shaken. As shown in
Figure 6-18, movers and shakers can have influence by virtue of their
position in the formal organization. These are people who have hier-
archical positions and titles of authority. Informal influence depends
on something else, something often difficult to pin down. These in-
dividuals don’t necessarily have a position that gives them influence,
but they are the people others look to for indications of support or re-
sistance regarding a proposed idea. Such influence may result from
personal charisma, longtime experience, widespread respect and trust,
intelligence, clarity of vision, persistence, access to information, or ac-
cess to influential groups or individuals. We could each try to list the
attributes of those who have influenced us. The characteristics of the
informal movers and shakers might also explain why some members
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of the hierarchy have more influence than their peers: They may also
be leaders at an informal level.

The Demography of Change

What is described here is a very political approach to change. It
may sound Machiavellian. In fact, it can be Machiavellian, though it
need not be. I have adapted this from some ideas I learned from Len
Hirsch, who was a White House organization development specialist
during the Carter administration. (This is not a Democratic approach
to change. It is a political approach to change.)

The demography of change accepts without judgment that change
is not a rational process. When done with sincerity and benevolence,
it is an attempt to create an agenda for listening. It will help us think
through the distribution of influence and agreement and help us plan
whom we will approach and how we will approach them as we seek
to build a constituency behind a proposed change.

Figures 6-19 and 6-20 combine the distribution of resistance, as
shown in Figure 6-17, and the degrees of influence, as shown in Fig-
ure 6-18. Figure 6-19 uses numbers to identify nine different cells or
stances regarding change. Figure 6-20 uses the same figures but ap-
plies descriptions rather than cell numbers.

Figures 6-19 and 6-20 provide a conceptual framework for ana-
lyzing the positioning of people regarding a proposed change. The
vertical axis describes the degree of support an individual or group has
for the change. The horizontal axis describes the degree of influence
the individual or group has.
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Moved 
and shaken

Moderately
influential

Movers
and shakers
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Informal
organization

Those in the 
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the hierarchy

Those in the 
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the hierarchy
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lower ranks of 
the hierarchy

No position of 
importance yet with 
moderate influence

Those without a high 
level position but 
with great influence

Figure 6-18. One’s influence in the organization.
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Figure 6-20.
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Figure 6-19.
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Guidelines for Applying the Demography of Change

■ The objective should be to develop a constituency of influen-
tial support behind the proposed change.

■ There is only so much time available to develop a constituen-
cy in support of the change. The demography of change
should help you use your time more profitably.

■ Without the support of the influential people (formal and in-
formal), you will not create a critical mass.

■ The best use of your time is with those who are influential and
who are still neutral regarding the proposed change (cells 2
and 5 in Figure 6-19).

■ Don’t spend a lot of time with those in cells 1 and 4, the in-
fluential supporters. It may be comforting to talk to them, but
you and they should be approaching the 2’s and 5’s. Spending
time with the 7’s is generally not useful. There is no need to
preach to the choir.

■ Spending time with the 9’s is not a high priority. They may be
fine people and certainly deserving of respect. Time with
them will not have great payoff in terms of building a con-
stituency. Don’t, therefore, preach to the statues.
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Some Axioms for Change

1. Change would be easy if it weren’t for all the people.

2. People don’t resist change, they resist being changed (Borwick,
1969).

3. Ninety-five percent of all changes have nothing to do with im-
provement.

4. Change requires knowledge. Improvement requires wisdom
(profound knowledge).

5. Changing the outside seldom changes the inside. Changing the
structure (organizational chart) doesn’t improve the system.
Building a new garage doesn’t turn a Yugo into a Lexus. Calling the
old bosses team leaders doesn’t make them that.

6. Some professional disciplines seek to preserve and protect the cur-
rent status (e.g., corporate lawyers and accountants). Others seek to
take the current status and make it look new and improved (mar-
keting). These professions can get in the way of true improvement.
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■ Resisters with influence are important to approach (3 and 6).
Seek to help them move to a more neutral stance or seek to get
them to suspend judgment and tolerate an experiment.

■ How do you spend time with the 2’s, 5’s, 3’s, and 6’s? Listen to
them.

■ Don’t seek to persuade them; rather, try to understand them
and their perspectives and concerns.

■ Understanding them will allow you to see how (or whether)
the proposed change can address their needs.

■ Understanding them may help you shape the approaches and
priorities.

The demography of change should not be used as a tool of ma-
nipulation. Rather, it should be a strategy for understanding and em-
pathy.
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SUMMARY

Chapter 5 might have been described as “getting ready for change.”
It presented the larger-scale, longer-term concepts such as purpose,
mission, vision, values, and culture. Chapter 6 has described a more
practical approach to systemic change called breakthrough planning.
It is the hard-work part of change, requiring clarity, commitment,
and persistence. We have also explored other concepts regarding
change: how to facilitate successful change and how to deal with
resistance to change.

Chapter 7 discusses the need for measurement, an essential
dimension of the new philosophy.
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CHAPTER SIX ACTIVITIES

1. Describe how you identify and select priorities in your organization.

2. In what respects is your method different from what is described as
Breakthrough Improvement?

3. What did you learn from the process by which you developed this year’s plan?
How will you incorporate what you learned into the process for developing next
year’s plan?

4. How successful have you been in your pursuit of this year’s priorities? How will
you include this in the development of next year’s priorities?

5. Describe some recent change in your organization.

A. Was it successful?

B. How do you know?

C. Was it an improvement?

D. How do you know?
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INTRODUCTION

We measure what is important to us. We spend time almost every day
keeping track of things we want to keep track of:

■ Some keep their checkbooks balanced.
■ Some mark the ever-increasing heights of their children on a

wall in the kitchen.
■ Some keep track of their own weight, pulse rate, body tem-

perature, blood pressure, triglyceride level, body fat percent-
age, glucose levels, and ketones. The list could go on and on.

■ Some monitor scores on tests and grades on report cards.
■ Some simply look in a mirror (for longer or shorter periods of

time), checking for necessary adjustments and arriving at self-
judgments that may or may not have anything to do with
what they see.

■ Some focus on mechanically based measures (mpg or rpm, for
example).

■ Some devour sports statistics: RBIs, ERAs, pass completion per-
centages. Indeed, for most people, statistics and statisticians
are sports terms.

■ Some keep track of financial data (Dow Jones averages, cur-
rency exchange rates, daily performance of stocks, bonds, or
commodities).

■ Some look at weather data.

We measure things for two basic reasons:

1. To see how things are going. (Just how hot did it get today?)

2. To predict the future. (What are the chances of it being cool-
er tomorrow?)

These two uses of data sometimes require different types of data gath-
ering and analysis. Data that help you understand the current situa-
tion do not necessarily help you understand the trends and patterns
that will help predict the future.

Another refinement of the notion of different types of data is to
look at data that describe the results you get; for example, how many
burnt cookies in a batch. Or you can look at data regarding the process,
indicators that tell you how well things are going before you ever
know what the results will be; for example, the temperature of the
oven in which the cookies are baking. To predict the future, you need
to understand the process (all the factors that are necessary for good
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cookies) and you must monitor those key indicators of the process
(measures of ingredients, temperature of oven, time of baking, etc.).

If you are someone who begins to clutch when you anticipate
the prospect of developing business indicators and measurements,
you might find some consolation in knowing that you are already
measuring things all the time. Perhaps the difference is that what you
measure in the rest of your life is part of your automatic routine
(clocks, thermometers, thermostats) and you are monitoring things
that are important to you.

SOME BASICS REGARDING DATA

The first thing I had to learn about data is that the word is plural, as
in, “Data are often spoken of as though they were singular.” Here are
some other basics regarding data.

Data are all over the place. There is an abundance of data every-
where.

■ Every system, process, or action produces data.
■ Data are always there, available, and captureable.
■ Most data, however, are not worth capturing. They are seldom

useful. Even some data routinely used in our businesses are
useless (e.g., tons of product produced yesterday).

It is important, therefore, to determine what data are important
to gather.

■ If you or your people end up gathering unused and useless
data, you will get annoyed and give it up.

■ Ask, “If we had these data what would we do with them?”
and, “If we didn’t have these data, how would (or do) we suf-
fer?”

Start with purpose, customers, safety, and where you suffer pain.

■ What indicators will tell you if you are on track, serving your
organization’s purpose?

■ What indicators will tell you if you are routinely serving your
customers’ needs and delighting them?

■ What indicators will help you monitor the conditions that
create accidents and injuries?

■ What indicators will help you monitor the causes and occur-
rences of known, chronic problems and breakdowns?
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All data vary.
How well or poorly you are doing today, as measured by your in-

dicators, is different from how you did yesterday. Tomorrow it will be
different again. In Chapter 2 we briefly addressed the issue of varia-
tion and its causes.

When you gather and analyze data on your key indicators, you
should take care to do so in a way that allows you to see the range and
average of variation and to determine statistically the capacity and
predictability of your systems. (For a wonderful reference on this sub-
ject, see Wheeler, 1993.)

Types of Data

We might think in terms of the four types of data shown in Figure 7-1.
(As you get more deeply into this, you will learn that there are many
more. These four are a good start.)

Opinion Data

Those gathering opinion data don’t look to see what is real. They
ask people what they think is real. Those who advocate opinion sur-
veys will argue that facts are feelings and feelings are facts. It is some-
one’s opinion that leads him or her to buy a product or vote for a can-
didate. Therefore, opinions are important.

Observable Data

These data derive from seeing what is there and recording it.
Those who advocate using this type of data will argue that because
something is assigned a number doesn’t mean it is data. Knowing
what people believe to be the greatest safety hazards is not as useful
or relevant as seeing what safety hazards are the most frequent caus-
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Opinion data Observable data

Process data

Results data

Figure 7-1. Four types of data.
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es of accidents, the most harmful, etc. People’s opinions will only re-
veal the gap between what is and what is thought to be … in other
words, ignorance.

There is a lag between observable data and opinion data (as
shown in Figure 7-2). 

Some examples of this lag are:

■ The actual performance of a company’s product versus the
customers’ perceptions of the company’s reputation and per-
formance.

■ The public’s perception of some problem in society (e.g.,
crime) and the actual occurrence of that problem.

Comment: One common form of dissemblance (i.e., dishonesty) is to
seek to manipulate the perception without a commensurate improve-
ment of quality (trying to perpetuate the B gap: calling something
“new” and “improved” when it is neither).

Results Data

The bottom line: After everything has happened, results are what
you have. Products manufactured, services delivered, errors, defects,
breakdowns, costs—these are all the results of other actions and in-
teractions. You cannot avoid these results. They have already oc-
curred. You can only hope to do better next time.

Process Data

This is a bit of a misnomer because all data are the consequence of
some antecedent event. Here, however, we refer to data that are suffi-
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A B

Favorable

Neutral

Unfavorable

The quality of measurable performance
Opinion regarding perceived quality

Figure 7-2. The lag between observation and opinion over time.
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ciently early indicators such that we can adjust the process before the
undesirable results occur.

Some Guidelines on Data
■ Observable data are preferable to opinion data. We will know

we have succeeded in making this point when politicians,
marketing people, and news reporters understand and agree
with us on this.

■ Process data are preferable to results data. The further up-
stream we can observe the key characteristics of the process,
the better we can control the process and its output.

■ Results data can be used in two ways:

— They can tell us how successful we are in our attempts to
understand, monitor, and control the process.

— They can offer clues about what additional process, im-
provements, and indicators we need to put in place.

■ If opinions are all you can get, then presume you have missed
some possible observable indicators and look again for them.

■ Opinion data are okay when all we need are opinions. The
problems occur when we use opinions as a substitute for real-
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What Kind of Food Do Customers Prefer?

One common form of feedback used by restaurants is a response
card that invites customers to rate the quality of food on a 3-, 4-, or 5-
point scale. The trouble, of course, is that no one knows the difference be-
tween one number and another, why someone gave the food a low or high
ranking, or what to do with the information.

A restaurant owner could simply keep track of what gets ordered
from the menu or what gets selected from the buffet. However, this may
be more a measure of how well the dish is described or how good it looks.

The Joban Hawaiian Center in Japan used a clever measure of cus-
tomer satisfaction: They measured the food returned uneaten, dishes that
looked good enough to select off the buffet table, but didn’t taste good
enough to eat.

This is an example of observable results data. It is too late to change
this selection of dishes. But the data may be used to improve future menus.

The Joban Hawaiian Center was the first service organization to win
the coveted Deming Prize. They were assisted in this effort by the talent-
ed teacher Yukihiro Ando.
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ity. “Crime is an increasing problem, according to a survey
conducted by….”

■ Some problems with opinion surveys and feedback forms are
as follows:

— It is difficult to formulate unambiguous and unbiased
questions.

- Will every respondent interpret the question in the same
way?

- Does the question lead toward or away from particular
answers?

— They provide a snapshot, not many views at various points
over time.

— Reactions are influenced by unrelated events.

— We cannot assume that those who don’t respond are ade-
quately represented by those who do. (Users of mailed sur-
veys usually boast when the response rate is as low as 20
percent.)

— The forms seldom have open questions. Instead they have
structured categories of response that don’t necessarily cor-
respond to the experience of the person responding.

— The questions usually betray a culprit-oriented manage-
ment philosophy. (“Was your waiter or waitress prompt in
taking your order?”)

— Note: Standard market research uses surveys. However,
well-done surveys combined with applied research tech-
nology can compensate for most of the shortcomings that
are characteristic of most surveys.

SOME THINGS TO CONSIDER BEFORE YOU
START MEASURING

Start with Purpose

As we continue to emphasize, the purpose is a necessary ingredient to
successful measurement.

■ If you are going to measure X, first determine what the pur-
pose of X is. Then determine the purpose of the measurement.
Example: time cards.
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— What do time cards measure? Employees’ comings and go-
ings.

— Why are employee comings and goings being measured?

- To analyze the system (e.g., to study patterns of late-
ness)?

- To feed into another system (e.g., billing)?

- To control people’s behavior (e.g., play “Gotcha!” with
tardy employees)?

■ Imagine you have the data. What will you do with it? Is there
an easier way to get the data?

Who Are the Measurers and Who Are the Measurees?

There are those who do the measuring (plan to take data, take data,
analyze and interpret the data) and those whose work is measured.
Sometimes measuring is done directly and explicitly (e.g., time
cards), sometimes more indirectly and implicitly (breakdowns, waste,
customer complaints).

■ Who are the measurers and interpreters and why have they
been selected to do that?

■ How will measuring affect the relationship between the one
measuring and the one being measured?

— What was the relationship to begin with (trust? respect?),
and what is the desired relationship?

— There can be a certain paternalism implied in measurement,
especially if it is more directly and explicitly examining the
work of an individual (tardiness, absence from work, etc.).
This is shown in Figure 7-3. (See also Chapter 2 on motiva-
tion.)

■ To some extent the potential paternalism can be allayed by
the style used by the measurer and the degree to which the
one being measured is allowed to participate in the measure-
ment process.
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Difficult Data versus Easy Data

When the city of Madison, Wisconsin, did taxpayer surveys in the
1970s, they discovered that the biggest problem in summer was mosqui-
toes and in winter it was snow. This could have been discovered much less
expensively by looking out the window.
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Figure 7-3. The implied paternalism of measurement.

Drive out Fear
(Deming’s Point 8)

While Deming was very humanitarian in his values, Point 8 did not
derive primarily from his feelings for people. Deming was aware of what
fear does to data. I have seen him use this picture.

The data from the shop floor indicate that performance, while var-
ied, falls within the requisite specifications (area A). However, the data are
aborted, the distribution interrupted by something.What happened to area
B, the undesirable results? They were consumed by fear. They were hidden
and buried, never reported.

AA
AA
AA

AA
AA
AAA

A B

Requisite specifications Undesirable
results
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Measurement in an Environment of Fear and Distrust

Where there has been a history of adversarial and paternalistic rela-
tionships, measurement will be difficult. It may be necessary to heal the
relationship before dealing with measures that may cause the one mea-
sured to be suspicious.

Recall what was said about trust in Chapter 2. For you to trust
me, you must be confident that I am competent and that I am benev-
olent toward you. If either perception is lacking, trust is impaired.

One who is distrustful of the measurer will have these questions:

■ Are the data legitimate: properly gathered and analyzed, reli-
able, consistent, accurate?

■ Will the data be used against me?
■ Is there a built-in bias in the measurement system? Will

there be self-fulfilling prophecies (the data confirm what the
measurer knew the results would be)?

Measurement and Improvement

Figure 7-4 shows a system of improvement. These are the interdepen-
dent components of problems and solutions. Each shapes and influ-
ences the others. Each offers opportunities for measurement.

If data are to be used for improvement (rather than to control
employees), we should use some systemic view of improvement such
as that pictured in Figure 7-4. 
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Results of the 
implementation

Systemic causes 
of problems or 

gaps

Problems

or gaps

Solutions and 
remedies to the 

problems or gaps

Purpose

Figure 7-4. A system of improvement.
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Some measurements we will need are:

■ The nature and patterns of the problems.
■ Conditions in the system that cause the problem.
■ The solutions or remedies developed and the results of those

interventions.
■ The relationships between the results obtained, the problems

and their causes, the solutions implemented, and the purpose
of the organization, system, process, or whatever is under con-
sideration.

■ The connections between any of the components of this in-
teractive system of improvement. The data should tell you
whether your plan is working and your theories are holding
true. An example of a theory: We believe sales are down (prob-
lem), and we can improve them by offering incentives to the
sales force (solutions). The system described in Figure 7-4 may
help identify what to measure (the patterns and trends of sales
before and after the incentives). It may also suggest what is
missing in your thought process. (What are the causes of the
problem?) Similar frameworks of questions will be explored in
Chapter 8.

HINTS FOR GETTING STARTED

Step 1. Define the purpose of the data-gathering system as a
whole.

■ Creating a measurement system will be a lot of work. Why are
you subjecting yourself and your people to this?

■ How will the whole system be used?
■ Who will benefit from the whole system and how will they

benefit?
■ Pick a network of measures:

— Pick a vital few to begin with.

— Identify a few results measures and a few process measures.
■ Perhaps the SIPOC model will be useful in designing the net-

work of measures (see Chapter 3).
■ Identify useful outside resources (e.g., trade associations, con-

sultants).
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Step 2. Pick a priority measurement target.

■ Where will you start?
■ Why will you start there? (For example, “The hiring process,

because we have not adequately attracted, recruited, and hired
sufficient numbers of competent employees into entry-level
production floor positions.”)

Step 3. Identify the purpose of the process being measured.
For example, to maintain a competent workforce in our pro-

duction areas by attracting, recruiting, screening, hiring, training,
and retaining good employees.

Step 4. Identify the measurement and the purpose of 
the measurement.

For example, the first measurement may be turnover by fre-
quency and job type. The purpose is to learn how many and how fre-
quently employees in the production areas leave their jobs, the rea-
sons they leave, where they go, and other relevant patterns to such
turnover. The data will be used by the HR department to identify
needed improvements and to provide a baseline against which to
measure our success or progress. Executive managers want to see
whether our wages and working conditions are okay.

Imagine you have completed the collecting of data and they are
on the table in front of you. What will you want them to tell you?
What will you want to learn? What questions do you want answered?
Thinking of these in advance will help you design a better measure-
ment system.

Step 5. How will this measurement fit into a larger system 
of measures?

For example, this measure is part of a larger attempt to examine
and improve employee satisfaction. In addition, we have identified
employee turnover as one of the key factors that gets in the way of
consistently high quality.

Step 6. Develop operational definitions.
What is the operational definition of a “turnover”? The defini-

tion should be such that several different people counting the num-
ber and frequency of turnovers will be looking for and counting the
same thing. When measuring something experienced by the cus-
tomer, use the customers’ definition and method of measurement.

(See the sidebar on airline departures.)
You should, through your operational definitions, understand

when the process has:
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■ Changed
■ Improved
■ Deteriorated
■ Completed its task
■ Met expectations
■ Created disappointment

Step 7. Prepare and plan for data collection.

■ Identify the likely patterns of data and design your methods
to capture those patterns. This is called stratifying the data.

■ Plan how to preserve the integrity of the data.
■ Decide the method for gathering the data: Design and test the

checklists, control charts, etc.
■ What technology will be needed to support this?
■ Train the data gatherers.

Step 8. Gather the data.

■ Try out your method on a small scale. Work out the flaws.
■ Then do it on a larger scale.
■ Use continual PDSA.
■ When this measurement system is in place, standardize it to

assure it continues and then move on to another, starting at
Step 1.

A good resource for how to gather good data is The Team Handbook
(Scholtes, 1988, pp. 2–30 ff. and pp. 5–38 ff.).
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What Is an On-Time Departure?

For most airlines, on-time means within 10 minutes of the scheduled
departure time, and departure means the separation of the jetway from the
airplane. I have seen commercial airplanes conform to this definition by
backing away from the gate within the allowed 10-minute window.Then the
aircraft paused within several feet of the gate while baggage was loaded
onto the plane.

Kevin Jenkins, the president and CEO of Canadian Airlines, an-
nounced at an annual quality conference in Alberta in September, 1995 that
his people were now measuring on-time departures using “the customers’
definition of departure” and “the customers’ watch” for telling time. Imag-
ine that!
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EXAMPLES OF INDICATORS

This section will seem less than stimulating, especially after the adven-
tures of the brothers Craighead. Contained here are lists of indicators
that some organizations have found useful. Look for those that may be
relevant to your type of work. They are intended to stir your imagina-
tion. You cannot simply implant these into your system. You must de-
cide what is important for you and develop your own indicators.
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The Data Gatherers’ Hall of Fame:
The Intrepid Craighead Brothers

If there is a data gatherers’ hall of fame, the Craig-
head twins, John and Frank Jr., are surely charter mem-
bers. The Craigheads were participating in a study of hi-
bernation. Part of the operational definition of
hibernation, distinguishing it from mere sleep, is body
temperature: Hibernating animals have a body tempera-
ture 2 or 3 degrees lower than when they are sleeping.
Many species merely sleep through the winter without
hibernating.

One research project involved an attempt to de-
termine whether grizzly bears hibernated or not. The

brothers Craighead took on the challenge. This task involved traveling to Alaska, finding grizzly
bears in their caves, and taking their temperatures with a rectal thermometer. A daunting task.

Arriving at the bears’ caves, the Craighead brothers discovered a grizzly bear asleep—or hi-
bernating. They, of course, didn’t know. Unfortunately, in one of those fateful challenges that only
data gatherers could truly appreciate, the grizzly bear was sitting in an upright position. The Craig-
heads rose to the challenge, fulfilled their duty and took the bear’s temperature in the prescribed
manner.

Their finding? The bear was not hibernating. It was asleep!
There are several unanswered questions that the connoisseurs of good data are left to pon-

der:

■ How did the Craigheads insert the thermometer?
■ Was the discovery by the Craigheads that grizzly bears don’t hibernate, or was it that their

hibernation can be disrupted by the intrusion of a thermometer into their … subconscious?
■ What did the brothers do upon discovering that they were in the presence of a grizzly

bear that was merely asleep (and whose sleep had been, presumably, disturbed)?
■ Finally, why the hell did they volunteer to do this in the first place?
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A. Indicators that seem to be useful to many different types
of organizations

1. Customers
■ Number of complaints: patterns and types
■ Number or percentage of repeat customers (not a fa-

vorable indicator for some professions, e.g., prisons)
■ Our performance regarding fulfillment of the basics

(Kano model)
■ Our performance regarding other key quality charac-

teristics
■ Number of customers referred to you by other cus-

tomers
■ Backlog of orders or requests
■ Number of orders placed through the Web site

2. Employees
■ Turnover percentage
■ Reasons for departure, by type
■ Number of grievances
■ Absence from work, by type
■ Number of applicants for vacancies
■ Proportion of apparently competent applicants
■ Cycle time from the time a position is known to be a

coming vacancy, to the time it is filled
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Figure 7-5. Run chart on response time for customer inquiries.
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What to Do with Customer Complaints

There are two basic types of response when a customer complains. Both are important.
■ Damage control: Tells the customer that you truly regret that this problem occurred and

that you will rectify it.
■ Process or system management: Improves the process so that this problem will not occur

again.

The difference is illustrated in Diagram 7-1.

Two necessary responses when a customer complains
The process or system improvement response requires that the systems be in place to capture

and record the complaint, to routinely route the information to those who plan for process and
system improvement, and to integrate this complaint with others for analysis, planning, and prior-
ity setting. As customers we have all had the experience of making a complaint to someone who
may be sincerely apologetic, while knowing that our complaint has moved as far into the organiza-
tion as it is ever going to get. Nothing is in place to help convert our complaint into process im-
provement.When a complaint from a customer results in some worker being reprimanded, it does
twice the harm. It discourages the customers from complaining again and it is a signal that no
process will be improved as a result of the complaint.

Customer complains

Enter the information, with 

other complaints, into an 

improvement planning process:

• Identify patterns

• Identify priorities

• Institute improvement 

activities

Damage 

control: Rectify 

the immediate 

problem. 

Placate the 

customer.

Satisfy the 

immediate 

customer need

• Systems improvement

• Removing the cause of the 

problem to prevent its 

recurrence

Diagram 7-1. What to do with
a customer complaint.
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■ Reasons qualified candidates turn down offers
■ Hours/quarter spent in education and training
■ Number of suggestions
■ Proportion of suggestions fulfilled
■ Overtime
■ Number of accidents, injuries, incidents, close calls

3. Operations
■ Cycle times

— Order to delivery, by type

— Breakdown to start up, by type

— Shutdown to startup

— Request/question to response/answer, by type

— Awareness of problem to resolution, by type
■ Frequency and patterns of changes in design or poli-

cy
■ Output measures

— Number of products made per week, shipped per
week

— Number of services delivered

— Backlog of orders or requests
■ Performance on key process indicators
■ Proportion of process indicators and output measures

that are in statistical control
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Figure 7-6. Cycle time for book delivery time between library branches.
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■ Number of processes that are standardized
■ Percent of services and deliveries that are on time

(customer’s definition)
■ Amount of waste

— Proportion of output scrapped, by type

— Proportion of output reworked, by type

— Proportion of first pass yield (outputs that suc-
ceed “first time through”)

— Proportion of cycle time spent waiting (bottle-
necks), by type

— Frequency and patterns of remedial activities

— Frequency and patterns of field failures

— Time elapsed between delivery/installation and
the first field failure or user request for assistance

■ Amount of work-in-progress (uncompleted and some-
where between order and delivery)

■ Inventory

— Products and support information, by type and
by week, month, or quarter

— Supplies, by type and by week, month, or quarter

— Materials, by type and by week, month, or quar-
ter

— Equipment, by type and by week, month, or quar-
ter

— Back orders, by type of item

— Range and average of variance of high-volume
items

— Percent over or under estimated need

— Gaps between recorded inventory and actual
count, by type and other patterns

■ Equipment breakdown, by type
■ Frequency and patterns of maintenance
■ Order

— Length of time to take an order, by type

— Frequency of order variance and patterns of order
intake

— Frequency of errors, omissions, inaccuracies, by
type
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4. Shipping/delivery
■ Gap between promised time or date and the actual

delivery time or date
■ Cycle time, by type of product or service,

deliver/shipper, destination
■ Frequency and patterns of errors, inaccuracies, omis-

sions in delivery

5. Budgeting/forecasting
■ Percent over or under projected costs, by type
■ Percent over or under projected time estimates, by

type
■ Percent over or under assessed value, by type
■ Percent over or under projected revenue/

income, by type

6. Payroll
■ Time to process, by type of adjustment
■ Timeliness of the submission of information
■ Payroll errors, by type, by cause

7. Finances
■ Volume of sales
■ Earnings, by type
■ Costs
■ Revenues, by type
■ Gross profits, by type
■ Net profits, by type
■ Budget variances
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Figure 7-7. Control chart on time to process training reimbursement.
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■ Cycle time for budgeting process
■ Cash flow, actual versus projected
■ Cost of money
■ Net return on investments, assets

8. New product/service development
■ Time and budget for research and development
■ “Hit rate” for new ideas (proportion of proposals that

end up with working products and services)
■ Cycle times, ideas/proposals to working products/ser-

vices

B. Additional indicators for specific applications

1. Manufacturing
■ Frequency and patterns of warranty claims or returns
■ Frequency and patterns of pounds of material dis-

posed or emitted, by type
■ Frequency and type of engineering changes
■ Frequency and type of production changes
■ Scheduled production versus actual production
■ Supplier measures

— Errors, inaccuracies, and omissions in shipments
from suppliers, by type
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— Patterns of cycle time from when we order until
they deliver

— Conformance to our basics (Kano model) and to
our other key quality characteristics

— Patterns of variation and special causes

— Actual cost versus promised cost

2. Retail
■ Closings (percent of customers entering the door who

purchase something)
■ Sales per square foot
■ Time elapsed between a customer entering the store

and finding what he or she wants
■ Patterns of waiting time at cashier
■ Patterns of waiting time for customer on the phone
■ Patterns of waiting for personal service (information,

fittings, etc.)
■ Out-of-stock items, by type
■ Requests for items never in stock, by type
■ Fulfillment of basics and other key quality character-

istics of the customers
■ Cycle times from our customers’ orders to our deliv-

eries to them
■ Cycle times from our order to our suppliers’ delivery

3. Person-to-person professional services
■ Frequency and patterns of on-time arrival by

clients/patients
■ Patterns, causes, and types of customer waiting time
■ Patterns and types of waiting times for the service

provider
■ Time per visit by type of service
■ Time for completed service
■ Frequency and patterns of type of service
■ Time for diagnosis or problem/need identification for

type of service

4. Billing/invoicing
■ Cycle time for invoice sent to payment received
■ Dunning: types, patterns, frequency
■ Cycle time for credit clearance
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■ Frequency and patterns of credit memos and debit
memos

■ Frequency and patterns of accounts receivable over
60 days

5. Banks (see Deming, 1982, pp. 227–238)
■ Cycle time, loan application to approval
■ Rejection rate, by type: personal loan
■ Rejection rate, by type: commercial loan
■ Frequency and patterns of errors and rejections for

machine processed checks
■ Default rate on loans: frequency and pattern
■ Frequency of errors on accounts, by type
■ Errors reported by customers and not picked up in-

house (frequency and patterns)
■ Machine downtime
■ Past due accounts, by type

6. Health care/hospital
■ Percentage of patients who have restored various de-

grees of functionality, by type of illness/injury/proce-
dure

■ Percentage of patients who must be readmitted after
discharge

■ Pain experienced, by type of illness/injury/
procedure

■ Laboratory

— Cycle time from receipt of sample/specimen to
lab work

— Cycle time from lab work to patient’s record

— Percentage of lab rework, by type
■ Admissions (regular or emergency)

— Cycle time: how long to admit

— Waiting time for patient

— Errors/omissions on admissions
■ Pharmacy/drug administration

— Order to delivery for hospital prescriptions

— Incorrect dosage (frequency and patterns)

- Wrong drug

- Wrong amount
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- Wrong procedure

- Errors in recording administration of drug on
the patient’s record

— Number and patterns of toxic reactions to drugs
■ Medical records

— Percentage of completeness

— Types of omissions

— Types of inaccuracies

— Patterns by type of patient, floor, shift
■ Number of surgical procedures, by type
■ Percentage of surgical procedures with complications
■ Correlation between pre-op diagnosis and post-op di-

agnosis
■ Number of transfusions
■ Percentage of reaction to transfusion, by type

This should be a sufficient sampling of indicators to give some sense
of how to select what is important and create a system of measurements
around these indicators. Remember, you must select and design your own
measures. Don’t simply copy from another organization.

DATA NEED NOT BE BORING

I want to conclude this chapter with a plug for data. We have all been
exposed to data that are, for the most part, stagnant and boring. I
hated math in school, hated statistics in grad school, and find most
columns of numbers to be a sure cure for consciousness.

I found out later in life that the problem was not so much my
inadequacy with things numeric. The problem was that the math and
statistics taught to me were boring and the method by which they
were taught was even more boring. Data and statistics are too impor-
tant to be handed over to mathematicians and statisticians. I would
rather be taught by someone who loves data but hates the conven-
tional uses of data.

Four Examples of the Imaginative Use of Data

In his book, The Visual Display of Quantitative Information, Edward
Tufte (1983) gives several examples of how to display data. One of the
most moving diagrams is shown in Figure 7-9. It was drawn in 1861
by a French engineer, Charles Joseph Minard.
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Figure 7-9 takes a map running from the Nieman River on the
west to Moscow on the east. The forces of Napoleon are shown with
an ever-diminishing line, shaded for their eastward movement, black
for their retreat back to France.

The width of the line shows the size of the force. They started
with an army of about 422,000 troops and ended with only 10,000
survivors. Also displayed across the bottom are the temperatures
(from 0° to −30° Centigrade) and the months. (The retreat started in
October and ended in December.) When this diagram was shown to
the Court of France, they wept.

Two Concentration Diagrams

When taking data, there is a certain type of checklist called a con-
centration diagram. In a concentration diagram you draw a picture of
the item you are inspecting (for example, a carton when you are look-
ing for damage, a latex glove when you are looking for punctures, an
article of clothing when you are looking for defects, etc.). While in-
specting, the data-gatherer simply looks for where the flaw is on the
real item and makes a mark on the picture showing where the flaw
was located, sometimes including a code to indicate what kind of flaw
it is. The cumulative concentration of marks on the drawing will pro-
vide useful information regarding frequency and patterns.

The first example is from Ian Hau, who coached a boys’ high
school soccer team. It is shown in Figure 7-10. (Permission to reprint
it has been generously granted by Mr. Hau.)
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Figure 7-10. From what position
on the field does the opposition
score its goals?
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This diagram allows for a data-based discussion regarding the
vulnerabilities of the team’s defense and what adjustments to the de-
fense may be considered. According to this diagram, the team seems
somewhat more vulnerable to kicks attempted from their goalie’s
right side and kicked from relatively farther away from the goal.

The third example, also a concentration diagram, comes from
the eminent statistician George Box and his colleague Søren Bisgaard
(1995), who have graciously given us permission to reprint. This dia-
gram was used to study the patterns of antiaircraft damage to World
War II bombers returning to England after their sorties over Germany.
It is shown in Figure 7-11.

The challenge facing those studying this damage: On what parts
of the plane should added armor be located? For purposes of mini-
mizing the weight of the plane, added armor must be kept to a mini-
mum. Based on the data shown in Figure 7-11, where would you place
the armor? The conclusion of those conducting the study: Reinforce
the areas without damage. The planes they were studying were, after
all, the bombers that returned to base.

Finally, an example of a workflow diagram describing the paths
of movement in a screen manufacturing operation in an east coast
high-tech company is shown in Figure 7-12 (permission to use this di-
agram has been given by Fred Cox and John Criqui). It shows a dia-
gram of the space and workflow before the redesign and after the re-
design. (Baby Huey is their nickname for a piece of equipment.) As a
result of these and other changes, the time required to perform this
process was reduced dramatically. No workers were laid off. The com-
pany wanted them to stay and make even more improvements.

Figure 7-11. Antiaircraft damage to World War II bombers.
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SUMMARY

Leaders and managers need to understand systems and must learn to
think systemically (Chapters 2 and 3). In order to understand
systems we must also understand variation and its causes (Chapter
2). Data are the language of the system: the voice of the system,
telling us how it is doing, what it is capable of, and what we can
expect from it. It is data that show the variation and the causes of
variation. Without systems, data, and a knowledge of variation we
cannot lead, manage, or understand the chaos around us.

In this chapter we have explored some approaches to the use of
data. If the entirety of what is presented here seems overwhelming,
you might keep in mind four notions:

■ You are already measuring those things you have considered
important to measure.

■ What you have seen in this chapter is only a small part of
what you might learn to do.

■ Start now, start small, and gradually build your capacity to
measure.

■ Get help from those who are knowledgeable and skilled at
what to measure, how to measure, and how to analyze and
interpret the data.
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CHAPTER SEVEN ACTIVITIES

Discuss the following questions:

1. What are the key indicators (the vital signs) of your organization’s work?
■ For now, do not consider financial indicators.
■ Some indicators should be directly related to your organization’s purpose and

your customers’ needs.

2. With what frequency do you monitor each indicator (daily, weekly, monthly)?

3. How do you know that this frequency is sufficient to give you an adequate
representation of the organization’s performance relative to this indicator? (Ask
this for each indicator.)

4. How do you record the data for each indicator?

5. If you do not already do so, begin recording the data for each indicator in time
order, using the appropriate control chart. (Get someone to help you learn how.)

260
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INTRODUCTION

The new approach to organizations requires a new approach to lead-
ership. In Chapter 2 we explored some new competencies needed by
twenty-first-century leaders. Here we explore a specific skill: asking
good questions.

The reason for emphasizing the asking of questions is directly re-
lated to the shift in managerial paradigms presented throughout this
book and displayed in Figure 8-1.

In the old organization we asked “who” questions: “Who is ac-
countable? Who screwed this up?” In the new organization we ask
“why” or “how” questions: “Why has this problem occurred? How
can we improve the system and eliminate the cause of this problem?”
The old managers gave orders or advice and exercised control. The
new managers ask questions and promote communication, knowl-
edge, and understanding.

Asking good questions involves more than simply asking good
questions. The questions need to be surrounded by collaborative rela-
tionships. And the questions should be based on systems thinking and
sound strategies for good work. The same question, “What are you
doing?” asked by someone I trust will elicit very different responses
from the same question asked by someone I fear (see Figure 2-15).

Figure 8-2 shows an example of questions based on a sound or-
ganizational strategy. My experience has been that people are more
inclined to talk about activities (methods) than about purposes or mea-
sures of success. We so easily get wrapped up in what we do that we
often ignore why we are doing it and whether we are succeeding.

In this chapter we will examine other such frameworks or sys-
tems of questions. These are systems of questions because they lead us
to look at an interdependent whole. Purpose, methods, and measures
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of success are factors that interact with each other in our everyday
lives whether we are raising a family or running a business. Purpose,
methods, and measures of success form an interdependent whole and
a system of knowledge.

We begin this chapter by exploring some concepts about leader-
ship that are relevant to the challenge of asking good questions. Then
we will explore questions and the frameworks within which they fit.
We next explore listening and listening skills. Finally, we will step
back and review the larger inquiry process, looking at it as a whole.

THE NEW CONCEPT OF LEADERSHIP
In a conversation with Russell Ackoff, I heard him make the following
distinction:

■ Leaders decide what needs to be done.
■ Managers decide how to do those things that leaders have de-

cided must be done.
■ Administrators apply the methods designed by managers in

pursuit of the purposes selected by leaders.

In real life, things seem to be sloppier than this. But Ackoff’s dis-
tinction is useful enough. The sloppiness probably occurs when the
same person must act sometimes as a leader, sometimes as a manag-
er, and sometimes as an administrator.

It is true to say that Moses did not manage the exodus, he led it.
Aaron and Jethro were more like the managers of it. The administra-
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What is the purpose of:

• Your organization?
• Your group?
• Your project?
• Your job?
• Your task?

How do you know:

• That you are making a 
difference?

• That your methods are 
working?

• That you are successful?

What methods are 
you using to achieve 
that purpose?

Figure 8-2. A framework of questions based on some fundamental organiza-
tional realities.
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tors were undoubtedly there, but administrators generally tend not to
be mentioned, at least not in the Bible … or in The Wall Street Journal.

Ackoff (1994, p. 50) has also made a distinction between effi-
ciency and effectiveness. Effectiveness involves doing the right
things. This, it would seem, is the purview of leaders. Efficiency in-
volves doing things right, the job of managers and administrators. At
some point someone should ask the organization’s leaders, “How do
you know you are doing the right thing? What indicators tell you so?”
But in most organizations, few are courageous enough to ask those
questions.

In the old paradigm the answer would most likely have been,
“Because I said so!” The new paradigm might require reference to such
things as purpose, mission, vision, values, and data on the key indi-
cators (see Chapters 5 and 6). Here, for a moment, we will look at
some roles of the new leaders that result in the leaders’ needing to ask
good questions.

The Leader as Coach Rather Than Director

Not all coaches coach alike. There are autocratic coaches and consul-
tative participative coaches. Here we mean the latter variety, those
who seek collaborative relationships with coworkers rather than a
command-and-control relationship. Director types will have a harder
time learning to ask good questions. They will try to smuggle advice
or reprimands into the interchange, still using the grammatical form
of a question: “Have you considered doing…?” or “What in the world
made you think that was the best way to do…?”

The Leader as Experimenter versus Controller

In Chapter 2, we explored the difference between opinion and fact
(Figure 2-6) and theories and application (Figure 2-8). Leaders who
understand the differences between hunches, guesses, beliefs, and hy-
potheses on the one hand and demonstrable truth on the other are
more likely to draw their people into inquiry and dialogue. When
leaders approach situations as experimenters, they are more likely to
say, “What seems to be going on here?” or “How can we find out for
sure?” Otherwise the controller in them will make a statement: “This
is what is going on here….”

The Leader as Educator versus Advice-Giver

According to Yukihiro Ando, one of Dr. Noriaki Kano’s protégés, some
of the Japanese teachers of quality believe that when they resort to
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giving advice they have failed as teachers. They would suggest that
the greatest teacher needs only to ask the right questions. The student
learns by pursuing the answers. Leaders can develop and educate their
employees in a similar way. Directives and advice teach dependence.
Questions can lead to independence and greater self-sufficiency.

The Leader as Inquirer or Reviewer versus Inspector

The inspector looks for flaws in someone’s work. The inquirer or re-
viewer, instead, asks questions that help people discover the flaws
themselves, as well as the methods and processes of learning and im-
provement. The inspector says, “This is a mistake!” The inquirer asks,
“How will you prevent this problem from occurring?” or “Where in
the process did this problem originate? What might you do to track
down and eliminate the cause?”

Asking, Listening, Learning, Leading

In an address in Cincinnati in 1994, Congressman Newt Gingrich de-
scribed what he thought to be a good process for effective leadership: Ask
and listen so that you can learn and lead. Mr. Gingrich has summarized an
important dynamic that is central to the new leadership concept.

ASKING GOOD QUESTIONS

Now we look at some strategies for improvement and the questions
that flow from them. We also look at some systems of questions sim-
ilar to the one shown in Figure 8-2. But first we propose some ques-
tions that are almost universally useful.

Seven Basic, All-Purpose Questions

Here I am giving away the trade secrets of the consulting profession. If
you can master these seven questions and the questions presented in Fig-
ure 8-2, you can charge enormous fees. If you ask the questions with a
sincere and innocent look, you can charge even more. As a manager,
however, you can master these questions and ask them for free.

1. Why?

When a problem occurs, ask why it occurred. Ask the question,
“Why?” as many times as it takes until you get at the systemic cause
of the problem. (The Japanese teachers of quality would have you ask
“Why?” five times.)
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Ask the Question “Why?” Five Times.

This technique, taught us by the Japanese, allows us to pursue the
deeper, systemic causes of a problem and correspondingly deeper solu-
tions.

I am grateful to Joop Bokern for this example.
There is no magic in the number five, but if you repeatedly ask “why”

you can get past the superficial problem and its immediate cause and look
deeper into the systemic causes.The policy that results in leaky gaskets and
puddles of oil is undoubtedly contributing to other problems. By solving
the deeper systemic cause of the puddle of oil, you can eliminate the caus-
es of multiple problems. Dr. Kano calls this “going an inch wide and a mile
deep.”

Level of a problem
Corresponding level of 

improvement

There is a puddle of oil on the shop 
floor.

Why?

Because the machine is leaking oil.

Because the gasket is deteriorating.

Because we bought gaskets made 
of inferior material.

Because we got a good deal on 
them.

Why?

Why?

Why?

Why?

Because the purchasing agent gets 
evaluated on the basis of savings 
over normal price tags.

Clean up the oil.

Replace the gasket.

Buy better gaskets.

Change the policy.

Diagram 8-1.
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The person of whom you ask, “Why?” may respond with a
“who.” “Why? Because George screwed up, that’s why!” As a leader,
you must disregard the culprit response and look for the systemic
“why”: “What is there in our system that made it easy for that mis-
take to occur?”

2. What Is the Purpose?

When someone proposes some new project or doohickey, ask
what its purpose is.

“We are setting up a new team to study a high-performance work cul-
ture!”

“Cool! What is its purpose?”

Related to this are the “What will it take …” questions and “How will
you know when it is successful?”

3. What Will It Take to Accomplish This?

This question too should be asked repeatedly when someone de-
scribes something he or she would like to accomplish. After asking first
about the purpose, help the person or group convert wishes to activities.
Dr. Deming’s often-used version of this question was, “By what
method?”

4. Will the Customers Give a Rat’s Tush about This?

Will the outside customer notice or care? How will this proposed
effort affect the outside customer? How do you know?

5. What Is Your Premise?

If you are going to impose a new policy on the employees, for
example, what is your theory about the policy and the employees? For
example, if someone said, “We are going to put all our managers on a
three-year contract with measurable performance standards,” you
might respond, “What, then, are your beliefs about your managers?
And what are your assumptions about contracts and measurable stan-
dards of performance? On what basis do you hold onto these beliefs
and assumptions?”

6. What Data Do You Have?

If you know they have no data, don’t rub their noses in it. Instead,
ask, “What data might you get?” Dr. Deming’s favorite version of this
was, “How do you know?” This question is intended to move the an-
swerer from assertions (theory or hunches) to research (see Chapter 2).
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7. Where Do Your Data Come from?

A lot of bad data is available out there. How were these data
gathered, analyzed, and interpreted? (Just because there are numbers
doesn’t mean there are data.) How do you assure yourself that the
data are valid?

Four Improvement Strategies behind the Questions

Following are four approaches to solving problems. The reason for
presenting them here is to provide some frameworks for asking good
questions. These will provide a perspective that will help avoid the
common management mistakes: asking the wrong question or asking
the right question too soon.

Strategy 1. Plan-Do-Study-Act

We have explored the PDSA cycle throughout this book, begin-
ning in Chapter 2. PDSA applies both to large-scale, longer-term,
slower turning cycles (e.g., feeding the world) and to small-scale,
shorter-term, rapidly turning cycles (e.g., feeding the dog).

When you are seeking to improve a system that is already in
place, we recommend beginning with study. In the questions sug-
gested below, we start with study.

Here we introduce an improvement strategy that is an elabora-
tion on the PDSA cycle. It is adapted from an improvement model
first developed by Tom Nolan and Ron Moen and published in 1992
by a talented group of consultants, Associates in Process Improve-
ment (API). Their book (Langley, 1996) is a landmark contribution to
the philosophy and methodology of improvement. API has given
permission for its model to be presented here.

In Diagrams 8.1–8.4 are questions to ask during P, D, S, and A
(starting with study). These are questions added to the three contained
in the API model.
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What are we 
trying to 

accomplish?

How will we 
know when a 
change is an 

improvement?

What change can 
we make that will 

result in an 
improvement?

P

DS

A

Figure 8-3. The API improvement model.

A. During “study”

Questions to ask

1. Why have you selected this process to examine?
2. How well is this process working?
3. What do we hear from customers?

• What do they need that they aren’t getting?
• What are they getting that they don’t need?

4. What data can you show me about this process?
• Waste?
• Errors?
• Rework?
• Breakdowns?
• Cycle times?
• Average and range of variation. Is it in 

control or not?

Diagram 8-2a.
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B. During “plan” 1. What problems are you seeking to solve? What 
gaps? What improvements?

2. How will you measure progress?
3. How will you measure success?
4. What solutions or new functions do you expect 

to begin?
5. How are they related to the problems, needs or 

gaps?
6. Why are these interventions seen to be better 

than other possible interventions?
7. What could go wrong with the introduction and 

use of this new approach? How can these 
potential problems be avoided, minimized, or 
responded to if they occur?

1. What is your plan for:
• Testing or piloting this innovation?
• Introducing it on a large scale?
• Monitoring its progress and success?

2. How easy to follow is your plan for 
implementation?

1. What are you monitoring?
2. Why are you monitoring those indicators?
3. How are you using the data?
4. How are you monitoring the use of your plan?
5. What revisions have you needed to make in your 

plan?

1. What adjustments have you made to your 
original intervention?

2. What have you done to standardize the new 
method?

 •See the questions regarding standardization.

C. During “do”

D. During “study”

E. During “act”

Questions to ask

Diagram 8-2b.

schlts08-10-12.qxd  8/20/01  8:41 AM  Page 271



Strategy 2. Standardization

In Chapter 4 we explored standardization, including questions
for leaders to ask when something goes wrong. Here we look at four
basic stages of standardization and appropriate questions to ask at
each stage.
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Diagram 8-3.
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Strategy 3. Do It!

“Do it!” is included as an improvement strategy for two reasons.
First, people are likely to go ahead and use it anyway. After all, it is
probably the most common approach to change. Second, it is not
necessarily the worst way to proceed. Since people are likely to go
ahead and “Do it!” managers need to be prepared to ask good ques-
tions. The major steps of “Do it!” are quite simple, as are the corre-
sponding questions.

Strategy 4. The 7-Step Method

The 7-Step Method came to my attention in the late 1980s when
I started hearing from people at Hewlett-Packard (especially Tim
Fuller) and Florida Power and Light about this very powerful approach
to problem solving. I first saw it published in Statistical Methods for
Quality Improvement by Hitoshi Kume (1985), who describes what he
calls the QC Story. Subsequently, Brian Joiner and I put together a
rephrasing of the seven steps (Joiner Associates, 1990).

Leading by Asking Good Questions 273

A. Before doing it

B. During “do it”

C. After “do it”

1. What could realistically go wrong?
2. How might that be prevented?
3. What should we monitor to see if the problem 

is occurring?
4. How might we be prepared to react if it goes 

wrong?

1. What are you doing?
2. Why are you doing it?
3. How do you know this is the right thing to do?
4. What precautions are you taking?

1. Are we getting what we wanted?
2. Are we avoiding what we didn’t want?
3. Do we need to make any adjustments?

Questions to ask of someone involved in “do it!”

Identify realistic 
potential problems

Do it!
Monitor the 

results

Diagram 8-4.

Do it!

schlts08-10-12.qxd  8/20/01  8:41 AM  Page 273



274 CHAPTER 8

A. During Step 1: 
define the 
project

B. During Step 2: 
look at patterns

C. During Step 3: 
identify the 
causes

D. During Step 4: 
plan and 
implement the 
remedy

E. During Step 5: 
study the 
outcomes

F. During Step 6: 
standardize the 
new way

G. During Step 7: 
decide what to 
do next

1. What is the problem or “gap”?
2. Why is it important that this be addressed?
3. How does the problem affect customers?
4. How will progress be measured?

1. What graphics do you have to illustrate the 
problem (e.g., a flowchart of the process)?

2. How was the problem localized to show what it 
was, where it occurred, when it occurred and who 
it involved?

3. How was the focus of the project narrowed?

1. What potential causes were identified?
2. How were these causes verified?

(Also, see “plan” and “do” of PDSA

1. What solutions were considered?
2. How were solutions evaluated?
3. How did solutions address the causes of the 

problem?
4. How carefully were the solutions planned?
5. How was the solution piloted?

(Also, see “study” of PDSA.)

1. What before/after data were compared?
• In the pilot
• In the full implementation plan

2. How completely was the implementation plan 
followed?

1. How were improvements institutionalized through-
out the system?

2. Are there graphic displays and documentation of 
the new method? (Also, see “standardization” and 
“act” of PDSA.)

1. What will be worked on next?
2. What was learned as a result of working on this 

improvement project?
3. How will these lessons be integrated into future 

improvement efforts?.)

Questions to ask during the 7 Steps

Diagram 8-5.

PDSA.)
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Many companies have their official standardized problem-solv-
ing method, often described in seven steps. I haven’t seen any that are
as thorough as Kume’s. Most are short on the use of data and often
omit Step 2 in part or entirely. Diagram 8-6 shows the seven steps. The
headings at the tops of columns are what I call each step. Below is
Kume’s phrasing and, below that, Joiner’s. The shades of difference are
subtle and probably say more about the three of us than about the
method itself.

Note: We have already seen the 7-Step Method in Figure 4-24,
where it is used to sort out proposed improvements.

When to Use Which Strategy

Each strategy suggests its own questions and its own sequence of
questions. Prior to the selection of a strategy we ask a series of ques-
tions (a decision tree, Diagram 8-6). These questions will help the pro-
ject leader select which of the four strategies is most appropriate for
the specific effort. These are questions managers may ask when some-
one proposes a project or an improvement effort.
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Define the 
project

Look at the 
patterns

Identify the 
causes

Plan and 

implement 
the remedy

Standardize 
the new way

Decide what 
to do next

As described 

by Kume, the 
QC Story

As described 

by Joiner, the 
Joiner 7 Step 

Method

Some 

comments 

and 
guidelines

Problem

Project

Observation

Current
situation

Analysis

Cause
analysis

Action

Solutions

The Steps Monitor the 
outcomes

Check
Standardi-

zation

Standardi-
zation

Results

Conclusion

Future
plans

1 2 3 4 5 6 7

Make sure:
• That the 

purpose of 
this project is 
clear

• You are ready 
to do this 
project

• That it is an 
important 
undertaking

• It is of 
workable 
scope

• The measures 
of success are 
clear

• You 
understand the 
problem or 
gap from the 
customer’s 
point of view

Narrow the 
focus of this 
effort by 
learning:
• Where, when, 

how and with 
whom it does 
or doesn’t 
happen

• What patterns 
of variation 
occur

• Which factors 
have the 
greatest 
impact of 
frequency, re: 
dissatis-
faction, cost, 
defect delay, 
breakdown, 
errors, etc.

• Identify the 
deeper causes 
that come 
from within 
the system

• Identify 
possible 
causes and 
confirm them 
with data

• Ask the 
question, 
“why” 5 times

• Don’t look for 
“who,” no 
culprit 
thinking

• Identify 
alternative 
interventions 
to remedy the 
causes

• Make sure the 
cure is not 
worse than the 
disease

• Select the best 
remedy or 
remedies

• Plan how to 
implement 
and what to 
monitor

• Take action

• Monitor the 
use of the plan

• Monitor the 
use of the 
selected 
remedy

• Monitor the 
results

• Monitor for 
side-effects 
and other 
signals of 
problems

• Make any 
necessary 
adjustments

• Document the 
new process

• Train the 
current 
employees

• Include in 
training for 
new 
employees

• Error-proof 
the new 
methods

• Use visual 
reminders of 
the new 
method

Decide what to 
do about:
• Any 

remaining 
problems or 
causes of 
problems

• Assuring the 
continued use 
of the new 
method

• Sharing the 
learnings with 
others

• Ending the 
project, not 
with a 
whimper, but 
a bang

Diagram 8-6. The 7-Step Method.
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A project is presented 
for consideration

Will the outside 
customer notice 

or care?

Is this 
project a priority 
when compared 
to other possible 

projects?

Has the 
problem or gap 
been identified?

Is there 
a current system 

process or method 
to do this 

work?

Is the 
purpose 
clear?

Continued

Yes

Yes

Yes

Clarify the purpose
No

No

Under a dark 
cloud of 

suspicion

Are there 
extenuating 
reasons that 

justify this 
project?

No

Use the API 
Improvement Method 
to design a process 

to do this work

Strategy 1. P-D-S-A 
(the API Improvement 

Method)

No

No No

No

Yes

Diagram 8-7.
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Strategy 2. 
Standardize the 

process

Is the process 
standardized?No

Does every-
one use the 
standardized 

methods?

Does the 
problem or 

gap still exist?

Do you know 
what the 

remedy is?

Is the known 
solution simple 
and low risk?

Have realistic 
potential problems 
been identified and 

prepared for?

Yes

Yes

Yes

Yes

Yes

Yes

Use the 
standardized 

methods
No

Strategy 3.
 Do it and 

monitor results

Document the new process and bring the project to closure

Prepare for 
potential 
problems No

No

Strategy 1.
PDSA

Strategy 4.
The 7 Step 

Method

No

No

Danger sign:
means that at 
this step there 
is a risk of self 
deception

Diagram 8-7. (Continued)
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Some Frameworks of Questions

By a framework of questions I mean a system or network of interde-
pendent and interactive questions. You can start with any part of the
framework and lead to any other part. Often the person with whom
you are speaking will begin the conversation with a statement that
will lead directly into one or another of these frameworks of ques-
tions. You, then, can “dance around” the framework letting the other
person’s response or your curiosity lead the way. At some point you
might move into another framework or bring the session to a close
(see “The Inquiry Process,” later in this chapter).

We have already looked at one framework of questions in Figure
8-2. What follows will be like that with different frames of reference.

Framework 2: A Basic System of Questions to Use When
Meeting with a New Group or Someone Working on a New
Project

■ “Customer” here can possibly refer to an internal customer.
But any effort should be able to be seen in reference to the out-
side customer.

■ Parts of the framework can be combined into sets of two or
three or all four. Thus this system creates 15 possible frames of
questions. For example, combining A and C: “Explain the
connection between your purpose and how you will measure
progress or success.” Or you may combine A, C, and D: “In
what way are the measures used to track the achievement of
your purposes consistent with the needs of your customers?”
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B. What system, process 
or method are you using to 
accomplish your purpose?

D. Who is your customer? 
What are their needs? 
How do you know?

A. What is your purpose?

C. How will you measure 
progress or success?
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Framework 3: When Someone or Some Group Is Proposing a
Change in a Service

■ The questions reflect the reasons usually offered for a pro-
posed change in service.

■ Each should be able to be supported by data.
■ The question in the center, “What should have priority?” is

pivotal. It goes to the organization’s basic values.

Framework 4: When Someone Is Proposing a Team or Project
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What best cuts costs? What best serves the 
needs of the customers?

What best serves the 
purpose of this 

organization or of this 
particular service?

What best serves the 
needs or convenience 
of our managers and 

employees?

What should 
have priority?

How will this team pursue 
its purpose (system, 
process, or method)?

Who is on the team and 
why were they selected?

What is the purpose 
of the team?

How will this team know 
when it is successful?
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It may be useful to explore the composition of the team and its
purpose or its methodology: “Explain the relationship between your
team’s purpose and the selection of the team’s members.” Or, “What
is the relationship between your team’s methods and the selection of
members?” See also the discussion questions at the end of Chapter 5.

Framework 5: Questions to Ask of Those Engaged in Problem
Solving

■ People tend to jump into solutions without first thinking
through the problem or the causes of the problem.

■ People sometimes neglect to identify what results their efforts
produced or whether their results are related to the original
problem, the cause of the problem, or the applied remedy. The
connections should be clear.

GOOD LISTENING: WHAT YOU DO AFTER YOU
HAVE ASKED A GOOD QUESTION

Listening is not something you do while you await your turn to talk.
It is not a passive experience. Listening is an exploration involving
both the speaker and the listener. Asking good questions and follow-
ing them with poor listening is worse than asking no questions at all.

There are many books and courses on listening skills. This tech-
nology has been around for 40 years. Dr. Thomas Gordon, the
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What program, solution, 
intervention or remedy is 
currently being proposed?

What is the cause of the 
problem? What is there 
about our system that 
allows this problem to 

occur?

What is the problem? 
What do you know about 

it? For whom is it a 
problem?

What results or output 
are you currently getting? 
What results will indicate 

a successful solution?
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founder and leader of the effectiveness training movement, has been
one of the hallmark authors in the field. This section is a summary of
what we have learned from the masters of good listening.

The Right Attitude for Good Listening

Good questioning and good listening can be done in a manner that
turns them sinister. The words may be neutral and nonjudgmental,
but the tone of voice, body language, and other mannerisms send a
different message. Don’t ask questions when:

■ You are angry and want to punish rather than be helpful.
■ You are not willing to suspend your judgment or your need to

give direct advice.
■ You are in a hurry and don’t have time to listen to and explore

the other’s answers.

Good questions have no hint of judgment:

■ Judgmental: “The data on your chart don’t confirm your con-
clusions. What made you think you could get your answer
from these data?”

■ Nonjudgmental: “Help me understand the connection be-
tween the data in the chart on page 4 and the conclusions you
draw on page 5.”

Someone who has been listened to well experiences the follow-
ing:

■ The speaker should feel a deepened understanding of what he
or she has been trying to communicate.

■ The person should not feel embarrassed or tested. (“Did I give
them the answer they wanted?”) He or she should feel sup-
ported and challenged to continue to study, to dig deeper, to
appreciate what is already known and
seek to learn more.

A Summary of Good Listening Skills

1. Attend and be silent.
■ Maintain eye contact.
■ Use semiverbals (“uh-huh”) to let

the speaker know that you are
there and paying attention.
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Virginia Satir’s Four Dysfunctional Communication Styles

Virginia Satir (1988) was a pioneer in family systems and family communi-
cations. In her book Peoplemaking, she identifies four styles of communication,
learned in our earliest years, that are not useful when dealing with others: blam-
ing, placating, being superrational, and being irrelevant.

We learn these styles in our families and carry them with us through school
and our jobs. Eventually, we teach them to our own children.

Some comments on the four dysfunctional modes:

■ None of them is abnormal, nor is using any of them necessarily a sign of
deeper personal problems. They just get in the way of helpful interac-
tion.

■ Most of us have one or two of these modes that we revert to, especially
in times of stress.

■ These behaviors serve to keep others at a distance, which may be need-
ed in some circumstances. However, there are more straightforward
and less confusing ways to keep distance.

■ At the root of each of these self-protective modes of communication is
low self-esteem.

1. The blamer

Description

Typical 
comments

Under the 
surface

Physical 
experience

• Looks for a culprit. 
Seeks to absolve self 
of fault.

• Who screwed up!
• You never do 

anything right!
• Don’t blame me for 

your problems.

• Nobody cares about 
me.

• I am afraid of being 
found out.

• Tight body.
• Ready to spring.
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2. The placater

3. The super-reasoner

Description

Typical 
comments

Under the 
surface

Physical 
experience

• Mostly head, very little 
heart. Apply rationality and 
analysis to everything even 
when such are not what is 
needed or appropriate.

• Emotionalism gets in the 
way. I don’t care what 
people feel.

• Let’s look at this 
objectively.

• People can be so irrational!
• Give me a computer and I 

am content.

• People will respect me for 
my intellect.

• I feel out of control in the 
presence of emotions.

• Rigid and “dried-up.”

Description

Typical 
comments

Under the 
surface

Physical 
experience

• Tries, first of all, to 
accommodate every-
one’s demands. Failing 
that, the placater 
apologizes.

• My job is to keep 
everyone happy. If they 
are happy, I am happy.

• I keep letting other 
people down.

• I can’t seem to do 
anything right.

• If I keep everyone 
happy, maybe they 
will love me.

• Tense stomach.

schlts08-10-12.qxd  8/20/01  8:41 AM  Page 283



2. Practice neutral observation.

Neutral observation is not so much a technique as it is a
frame of mind. Every statement of the neutral observer em-
bodies this set of values:
■ I will not judge or control.
■ I will not suggest or correct.
■ I will not praise or criticize.
■ I will simply report what I observe.

Examples from the workplace:

Nonneutral— Neutral
Nonobservational Observation

■ “Why in blazes are ■ “I see you’re turning
you doing that?” that dial to 36.4.”

■ “This report is two ■ “I noticed your re-
days late!” port is on my desk.”

■ “Haven’t you ■ “I read in your
finished that test memo that a test
yet?” was to take place this

week.”
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4. The irrelevant person

Description

Typical 
comments

Under the 
surface

Physical 
experience

• Deflects attention or diverts 
attention to something 
unrelated to the issue at hand.

• Doesn’t notice what is going 
on, notices but doesn’t 
understand, or understands but 
gets distracted.

• The computer crashed? Did 
you get the other guy’s 
license?

• Speaking of travel delays, was 
the space shuttle able to take 
off on schedule?

• I want attention, but I am 
uncomfortable about people 
getting to know me.

• Off balance , unsteady.Off balance, unsteady
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3. Use reflective statements.

Use a phrase or fragment of the speaker’s story and repeat
it.

Speaker: “… and then the machine broke down and
everyone went zonkers!”

Listener: “Zonkers.”

4. Summarize and check.
■ Find a break in the speaker’s narrative to take what he or

she has said and repeat it back in a summary form.
■ Follow the summary with a check question. (“Is this a fair

summary of what you said?”)

5. Sort out the speaker’s issues.

Either along with the summary or as a separate interven-
tion, help the speaker to distinguish between:

— Problems versus symptoms

— Problems versus solutions

— Important few versus trivial many

— What can be remedied or changed versus what is be-
yond his or her ability to influence

6. Find patterns.

Find what this issue, described by the speaker, has in
common with other experiences in his or her life.

— “Has something like this ever happened to you be-
fore?”

— “Have you had other issues with this same person?”

7. Point out obvious gaps.

After a while you may notice the conspicuous absence of
some element of the narrative that you would have ex-
pected.

“I find it interesting that you have not mentioned your
boss so far.”

8. Point out interruptions.

Sometimes the speaker will interrupt the continuity of
his or her narrative. You might comment on this.

“I notice that when you started talking about that meet-
ing you quickly changed the subject.”
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9. Attend to feelings.
■ Sometimes asking how the speaker feels about the story is

useful. Often, however, people will not respond with a
feeling (some variation on joy, sadness, anger, or fear),
but with a thought. (“I feel I should never have gotten
into this mess!”)

■ It may be helpful to provide the words to describe the
speaker’s feelings.

“I bet you were disappointed when that happened,” or
“You look angry when you talk about that.”

10. Test for responsibility and follow up.
■ “What do you plan to do next?”
■ “How will you go about deciding what to do next?”
■ “Do you have a plan? What does it suggest should be the

next steps?”

Some final comments on listening skills:

■ Keep the focus on what the other person is saying.
■ Let the other feel the conversation is his or hers to take in

whatever direction he or she wants.
■ Don’t give advice. It probably won’t help. Giving advice more

likely meets the needs of your ego than the speaker’s needs.
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Listening to Abusiveness

I once had a boss who was extremely abusive and ill-tempered, a
smart man who was difficult to work with. As a result we did our best to
avoid him. It wasn’t easy.

Late one afternoon I was in my office trying to finish a project. The
boss and I were the only ones still at work, a vulnerable time.

Suddenly the boss stormed into my office, slammed something down
on my desk and growled, “What’s this?”

A quick scan of the item thrown on my desk convinced me that it had
nothing to do with me or my work. So I decided to use a good listening re-
sponse that I have used before and taught to others.

I said, “You sound like you’re angry about that.”
To which he responded, “Don’t use that workshop s——on me!”
The textbook example of the listening skill did not elicit a textbook

response.
The boss, however, did calm down.
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Don’t let the speaker draw you into giving advice. Deflect any
request for advice back to the speaker: “What advice were you
hoping I’d give you?”

■ Don’t judge. If you can’t avoid judgment or you can’t suspend
judgment, at least avoid the rhetoric of judgment: should,
should not, good, bad, right, wrong, etc.

■ Don’t replace the speaker’s story with yours. While a brief ref-
erence to a similar experience of yours might help the speaker
feel less alone, don’t shift the focus of the conversation from
the speaker to you.

■ Don’t try to talk the speaker into or out of feelings. Don’t dis-
count the speaker’s experience by saying, “Don’t feel bad,”
“It’s not so serious,” “Things will get better,” or, “C’mon, give
me a smile.” Those interventions are more to help you, the lis-
tener, rather than the speaker.

■ Don’t sympathize. Support the speaker but don’t support an
inclination toward “poor me.” Sympathy tends to reinforce
victimhood and inaction. Sometimes people may need a little
mothering. Just don’t let the speaker indulge in it for long.

THE INQUIRY PROCESS

The inquiry process is described in Figure 8-5. Some comments on the
inquiry process:

■ Allow yourself to be inelegant when you begin to lead by ask-
ing good questions. Let the other person know that you are
working at learning a new skill.

■ When the session has ended, get feedback from the other per-
son on how you might improve your inquiry skills.

■ The other person has likely been conditioned to expect advice
and judgment. Make sure the feedback is on your abilities as
an inquirer, not on whether the other person would rather
have you resume the role of judge and advice giver.
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What to Ask during the Inquiry

Figure 8-6 illustrates most of the directions the inquiry may take. The
answer to one question may lead into any of the other areas.

288 CHAPTER 8

Responds

Responds

Etc. until
closure

Describes 
some issue

• Actively 
listens

• Makes 
observations

• Asks a 
question

Before the inquiry 
session

The inquiry itself After the inquiry

• Exchange greetings 
and socializing.

• Describe the context 
and purpose.

• Explain generally 
what you will be 
doing and how you 
will be doing it.

• Inquirer asks for 
feedback from 
speaker:
– What did I do 

that was 
helpful?

– What got in the 
way?

– Is any follow-
up necessary?

• What is needed for 
success?

• What are the next 
steps?

• Statements of 
support and 
encouragement.

Speaker Inquirer

• Actively 
listens

• Makes 
observations

• Asks a 
question

Figure 8-5. The inquiry process.
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Purpose
• Why are you working on 

this effort?
• What larger purpose is it 

part of?
• Why is it important? 

Customers
• How does this or how 

will this affect the 
outside customer?

• What are their needs 
with regard to this?

Time
• What is the history of 

this issue?
• What proceeded it?
• What followed its early 

occurrence?
• What impact is this issue 

likely to have in the 
future?

Data
• What data do you have?
• What key indicators need 

monitoring?
• What assumptions or 

theories need to be tested?

Focus–focus–focus
• How can this issue be 

subdivided into smaller 
issues?

• What data can help you 
decide the internal 
priorities of this issue 
(Pareto thinking)?

Learning
• What have you learned?
• How can these lessons 

be taught to others?
• How can learnings be 

integrated into the 
organization?

People
• Who else cares?
• Who else should be 

involved?
• Who can help you?
• Whose expertise is 

useful in this issue?
• Regarding this effort, 

where are the:
– Managers
– Movers and shakers
– Coworkers
– Staff
– Other important 

people

Applying the 
improvement 

strategies
• Standardization
• Do it!
• PDSA
• 7 Steps

The Speaker The Inquirer

Figure 8-6. What to ask about during inquiry.

What preceded it?
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SUMMARY

The new approach to leadership requires new concepts, roles, values,
and relationships, as well as new methods and skills. Leading by
asking good questions is a direct challenge to our old paradigm
reflexes and approaches. Asking good questions represents a major
new attitude and skill for the leaders of the new century. Asking
good questions is something that will take a long time to master.
But it is something you can begin practicing right now.
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CHAPTER EIGHT ACTIVITY

1. Select two partners, people whom
you trust. Observer/ Listener/

Speaker timekeeper inquirer

2. Agree to meet once a week for
one hour.

3. During this hour, practice:
■ Good listening skills
■ Inquiry skills

4. Each 20-minute round consists of the following:
■ Speaker gives a brief (2–3 minutes) description of some current issue.
■ Listener/inquirer practices listening skills and progresses into inquiry skills.
■ This discussion goes on for 15 minutes.
■ The third person is the observer/timekeeper. When he or she stops the

discussion after 15 minutes, he or she begins a 5-minute discussion focusing
on the listener/inquirer, giving feedback to the listener/inquirer and
commenting on what he or she did that helped or that may have gotten in
the way. Both the speaker and listener/inquirer participate in this feedback
discussion initiated by the observer/timekeeper.

■ When the 5-minute feedback discussion is over, switch roles and do another
20-minute round.

■ It may take a year of weekly practice sessions before you are adept at these
skills.
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INTRODUCTION

We are living in a less than humanistic managerial era. Companies
use the rhetoric of humanism, but their policies and practices are
often based on distrust, paternalism, and a none-too-subtle cynical
disregard for their employees.

In the entrance area of the management training center for a big-3
auto manufacturer I saw a large mural that declared: “Our employees are
the most important factor in our success.”

Two minutes before I saw this mural, my host informed me that
“morale might be down today because yesterday the company an-
nounced the elimination of 1200 employees from this area.”

When I visit companies I witness many examples of such dis-
parity between the rhetoric and the practice:

■ A manufacturer in South Carolina emphasizes teams and
teamwork. But it has team members rate and rank each other
and discipline their members. It rewards teams for how suc-
cessfully they compete with other teams in the company. This
is an example of the rhetoric of teamwork confounded by the
policies and practices of counter-teamwork.

■ A bank in Wisconsin has a series of incentives that are meant to
urge their loan officers to increase business.

■ State legislators all over the country are introducing legislation
to hold teachers, principals, and school superintendents ac-
countable for the achievement of students. Student achieve-
ment is measured by their scores on standardized tests. If the
scores are poor, the teachers’ and administrators’ jobs are in
jeopardy.

294

Odds and Ends

Continental Airlines came in dead last in on-time performance for
June even though it had offered employees everything from cash to pizza
to finish first in the Department of Transportation monthly rankings.

—The Wall Street Journal
13 August 1995

This is an example of a failure to understand systems and an abysmal
lack of profound knowledge (see Chapter 2).
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What is behind this patronizing approach to management, this
less-than-humanistic era? Behind these managerial practices are some
false assumptions and cynical beliefs.

The Assumptions Behind Performance Appraisal

■ Evaluation will improve an employee’s performance.
■ The employee being evaluated has control over the results.
■ The employee’s individual contribution can be discerned from

the contributions of the system and other managers and
workers in the system.

■ All processes with seemingly identical equipment, materials,
training, job descriptions, etc., are, in fact, identical.

■ The standards of evaluation are related to factors demonstra-
bly important to the business and its customers.

■ The standards are reasonable and achievable.
■ Each system in which an employee works is stable and capa-

ble of delivering the expected results.
■ The evaluation covers performance over the entire cycle of

evaluation, not just the period recallable by recent memory.
■ All evaluators are consistent with each other.
■ Each evaluator is consistent from one employee to the next.

These assumptions are seldom true, though they are
commonplace.

The Cynical Beliefs of Conventional Management:
Skinner in the Workplace

Current traditional management practice reflects some
long-held beliefs about people that have been incorporated
into a theory of psychology articulated by B. F. Skinner.

Companies and their managers may have never heard of Skin-
ner or his teachings, but their approaches to people still reflect Skin-
nerian practices. Skinner’s teachings have been pervasive in schools
and workplaces for most of the last half of the twentieth century.

Essentially, Skinner regards human behavior as a set of responses
that can be conditioned. Just as owners of pets train their animals to be-
have in certain ways with combinations of rewards and punishments, so
too must human behavior be formed through such conditioned re-
sponses. People are not much different from Pavlov’s dogs or the prover-
bial jackass whose movement is governed by the carrot and the stick. As
noted in Chapter 2, the carrot and stick approach is used to move a jack-
ass and, as far as we know, its effectiveness is limited to that species. It
is less than flattering when managers try to use on their employees an
approach intended for jackasses. (See Levinson, 1973.)
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Comments from Dr. W. Edwards Deming

In 1988 Dr. Deming had graciously agreed to write a foreword to The Team Handbook.Time
got short and I had to remind him.

Meanwhile I had asked him to review my first article on performance appraisal (Scholtes,
1987). The tasks got confused and Dr. Deming wrote a foreword for the article. Below is his fore-
word as he wrote it.

The fundamental aim of Deming’s teachings is to develop a system of manage-
ment that will ensure pride of workmanship to everybody. In technical terms, the
teaching of this aim requires some knowledge of psychology, and some knowledge
of variation, with the aim to reduce variation of processes, and to understand some-
thing of the interaction of forces, and of operational definitions.

The same aim and theory leads to better understanding of the evils of the so-called
merit system or annual appraisal of people.Actually, such ratings are not ratings of peo-
ple, but are mostly ratings of the system that they work in, and of the interaction of the
system with the people that work in it. The fact is that the system that people work in
and the interaction with people may account for 90 or 95 percent of performance.

Understanding of common causes of variation and understanding of special caus-
es discloses the fallacy of studies of examples of success. Examples of successful
companies repeat the mistake of attributing their success to special causes, outside
the system, when actually, success on the one tail of the distribution and failure in
the other tail, both come from the same common cause-system. Understanding of
variation, common causes, special causes, interaction of forces, and operational de-
finitions should be ingredients of a liberal education.

People that follow the teachings of the underlying theory find that their own lives
have changed; likewise their relationships with members of the family and with com-
panions and with associates in business.

Many people are concerned about how to influence others, in particular how to
bring about changes in the management of their companies. It is pleasing to note
that Mr. Scholtes addresses himself in this book to this important problem on how
to accomplish change.

About four years later at a seminar in Washington, D.C., someone in the audience asked Dr.
Deming:

“If we eliminate performance appraisals, as you suggest, what do we do instead?”
Dr. Deming’s reply: “Whatever Peter Scholtes says.”

Dr. Deming both paid me an honor and gave me a challenge.
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At the root of conventional management practice are some
premises and beliefs. For the most part, these premises are unques-
tioned. It is taken for granted that they are true.

The Unquestioned Premises of 
Conventional Management

People cannot be trusted.
At least there are a sufficient proportion of untrustworthy people

that policies and procedures should be developed on a presumption
of distrust. (See the Falk Corporation story later in this chapter.)

People don’t want to work or accept responsibility or carry their
share of the load.

If you turn your back, they will cease to maintain the illusion of
being busy.

People don’t want to learn or improve. They want to be left alone.
Any attempt to intervene or help will be rejected or ignored.

People are withholding their best effort and can be induced to do
better only through incentives (carrots and sticks) imposed from
the outside.

The job of a manager is to motivate his or her people. The way
to motivate is to use carrots and sticks.

These unquestioned premises of conventional management
(Theory X) would do less harm if they were questioned. The act of
identifying these beliefs as assumptions—as premises or theories—and
questioning their validity could spark a healthy dialogue. It is the un-
spoken and assumed nature of these implied tenets that creates a toxic
and perverse environment, a spirit of disrespect that permeates the or-
ganization. The message to people is that they are inferior and un-
trustworthy, even when the official rhetoric speaks of respect for peo-
ple who are “our most important assets.”

Performance without  Appraisal 297

Alfie Kohn on B. F. Skinner

In his book Punished by Rewards, Alfie Kohn (1993) argues the case
against carrots and sticks. Kohn makes several references to Skinner, in-
cluding an appendix describing a conversation he had with the famous be-
haviorist. Kohn’s comment on Skinner: “B. F. Skinner could be described as
a man who conducted most of his experiments on rodents and pigeons and
wrote most of his books about people” (p. 6).
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Douglas McGregor on Carrots and Sticks

Douglas McGregor’s father and grandfather were ministers. They both worked in a homeless
shelter, founded by the grandfather, in Detroit during the 1930s depression era. Young Douglas
worked in the shelter with his father and grandfather.

As he grew older, Douglas became more and more disturbed by the negative attributions his
father ascribed to the unemployed and homeless (that they’re shiftless and lazy, etc., much the same
as what some say today). The younger McGregor would argue with his father that the poor were
no different from others, they were simply down on their luck and the victims of a dismal econo-
my.

Eventually his dispute with his father evolved into McGregor’s famous articulation of Theory X
and Theory Y (1960, Chapters 3 and 4).

Theory X assumptions about workers:
The traditional view of direction and control

1. The average human being has an inherent dislike of work and will avoid it if he or she can.

2. Because of this characteristic of dislike of work, most people must be coerced, con-
trolled, directed, or threatened with punishment to get them to put forth adequate ef-
fort toward the achievement of organizational objectives.

3. The average human being prefers to be directed, wishes to avoid responsibilities, has rel-
atively little ambition, and wants security above all.

Those who believe the assumptions of Theory X, McGregor teaches, will see carrots and
sticks as the only effective way to get things done. Those who use carrots and sticks are implicitly
subscribing to Theory X assumptions. Otherwise carrots and sticks would make no sense.

Theory Y assumptions:
The integration of individual and organizational goals

1. The expenditure of physical and mental effort in work is as natural as play or rest.

2. External control and the threat of punishment are not the only means for bringing about
effort toward organizational objectives. People will exercise self-direction and self-control
in the service of objectives to which they are committed.

3. Commitment to objectives is a function of the rewards associated with their achieve-
ment. The most significant of such rewards, the satisfaction of ego and self-actualization
needs, can be direct products of effort directed toward organizational objectives.

4. The average human being learns, under proper conditions, not only to accept but to seek
responsibility. Avoidance of responsibility and lack of ambition are generally the conse-
quences of experience, not inherent human characteristics.

5. The capacity to exercise a relatively high degree of imagination, ingenuity, and creativity
in the solution of organization problems is widely, not narrowly, distributed in the popu-
lation.

6. Under the conditions of modern industrial life, the intellectual potentialities of the aver-
age human being are only partially utilized.
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A System of Profound Problems

Problems seldom exist independently of each other. Problems rein-
force other problems in a self-perpetuating cycle. Figure 9-1 shows a
commonplace system of problems.

Most problems don’t exist in isolation from others. For example:

A company was experiencing what the CEO considered to be unac-
ceptably high employee turnover (poor performance, high turnover). The
CEO directed the Vice President of Human Resources to accept the re-
duction of turnover as a performance goal for the year. The VP of HR
knew that turnover was a complex issue, influenced by factors well be-
yond his ability to control (the economy, pay rates, etc.). He tried to talk
his boss out of it, but to no avail. He was angry that his boss was so sim-
plistic and inflexible in his directive (poor morale, cynicism). While the VP
of HR had little control over turnover, he could control the operational de-
finition of turnover. So he changed the definition of turnover from an
event that happened relatively more often to one that happened rela-
tively less often (dissemblance). The VP of HR, therefore, met his perfor-
mance goal, although there was no systemic improvement. He created
the illusion of progress. (See Petronius Arbiter’s quotation on p. 79.)

What Causes a System of Profound Problems?

It is my belief that this system of problems is the result primarily of a
system of management policies and programs, as shown in Figure 9-
2. My theory: If you practice these management policies and pro-
grams you will produce these problems. If you wish to get rid of these
problems, you must get rid of these policies and programs.
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Poor 
performance

Poor
morale

Dissemblance
(faking it)

Cynicism
High

turnover

Figure 9-1. A system of problems.
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Why Do We Have Such Management
Policies and Programs?

This is the heart of the matter! The reason we have devised such poli-
cies and programs, creating such a system of problems, has to do with
our beliefs and premises about people and work. We come full circle
to the points made earlier in this chapter and to the insights of Dou-
glas McGregor: If you distrust your people you will devise programs,
policies, and interventions based on that premise. The programs, poli-
cies, and interventions become self-fulfilling prophecies: Treat people
as untrustworthy and they will act in a way that you may well inter-
pret as untrustworthy. Figure 9-3 shows this self-sustaining system of
profound problems.

Poor 
performance

Poor
morale

Dissemblance
(faking it)

Cynicism
High

turnover

Merit pay

Performance 
appraisal

Rewards and 
recognition

Incentive and 
motivation 
programs

Figure 9-2. A system of
management policies leading

to a system of problems.
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Poor 
performance

Poor
morale

Dissemblance
(faking it)

Cynicism
High

turnover

Premise II

Successful work 
requires holding 

people accountable 
for the achievement 
of measurable goals

Premise I

Problems result 
from individual 

dereliction

Merit pay

Performance 
appraisal

Rewards and 
recognition

Incentive and 
motivation 
programs

Premise III

There is a reservoir of 
withheld effort that must 
be coaxed or coerced out 

of people

Premise IV

Managers can and 
must motivate and 

control the workforce

Figure 9-3. The self-sustaining system of profound problems.
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The Falk Corporation: Do We Trust Our Employees?
(Adapted from a presentation given by Falk’s top managers)

In the mid-1980s, the Milwaukee-based Falk Corporation, a subsidiary of the Sundstrand
Corporation, was struggling to understand the philosophy of W. Edwards Deming.

They began to explore the eighth of Dr. Deming’s famous 14 Points: Drive out fear. This
was a particularly pertinent point for the Falk Corporation because they had experienced a long
history of adversarial relationships with their employees. At some point in their discussions, the
managers decided to look at the converse of fear. “If there were no fear, what would there be?”
Their conclusion: “Trust!”

Then they began to explore the issue of trust: Do we trust our employees? Are our em-
ployees trustworthy? How can we develop and maintain a companywide environment that pro-
motes mutual trust and respect?

What is characteristic of a trustworthy employee?

The leaders of Falk decided to try to determine what proportion of their employees were
trustworthy. Trust, after all, began with them as managers. They developed two lists of characteris-
tics, one describing a trustworthy employee, another an untrustworthy employee.

THE TRUSTWORTHY EMPLOYEE THE UNTRUSTWORTHY EMPLOYEE
■ Is a responsible adult ■ Given an inch, takes a mile
■ Wants to contribute and do ■ Does just what’s required

good work ■ Feels that it’s just another job
■ Cares about the company— ■ Doesn’t really give a damn

wants it to succeed ■ Here today—tomorrow?
■ Comes to work every day ■ Can’t be trusted
■ Can be trusted

Having developed their working definitions of trustworthy and untrustworthy—lists re-
markably similar to McGregor’s Theory X and Theory Y descriptions—they then attempted to
come up with an estimate of how many of their employees resembled the trustworthy list and
how many the untrustworthy list. Their conclusion: At least 95 percent of our people are trustwor-
thy. Maybe 5 percent of our workforce is untrustworthy.

The Falk leaders asked whether their policies, practices, and procedures were written for
the 5 percent or the 95 percent. Their belief now was that policies written to the 5 percent
were not compatible with a commitment to Point 8.

Policies written with trust in mind

The leaders at Falk then initiated a yearlong process of policy revision, education, and
training. Here is an example of an old policy based on mistrust and a new policy based on trust.

BEREAVEMENT LEAVE (the old policy)

All employees shall receive time off with pay up to a maximum of three (3) days for work-
ing time lost if there is a death in the immediate family.
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The premises hold the practices in place. The practices beget the
problems. The premises are untrue and contrary to systemic thinking.

Premise I. Problems result from individual dereliction.
A negligible proportion of an organization’s problems—no more

than 4 percent according to Deming—can be attributed to the malfea-
sance of employees. To believe that problems are attributable to work-
er errors is to elevate a negligible cause of problems to a predominate
cause.

Premise II. Successful work requires holding people accountable for the
achievement of measurable goals.

Successful work requires having a consistent and reliable set of
systems, processes, and methods by which you and your people de-
sign, develop, and deliver what the customers need when and how
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These days must be within a seven-calendar-day period, the first day of which would
be the initial bereavement day paid. However, one of the days must be the day of the
funeral. If the funeral falls on a nonscheduled workday (Saturday, Sunday, holiday, dur-
ing a plant shutdown, or during a period of disability), no loss of pay is involved, there-
fore bereavement pay will not be made for such days.

Pay will be for eight (8) hours at the employee’s day rate plus average premium for the
three (3) months prior to the month in which the time off occurred.

A part-time employee’s pay will be based on average hours worked in the previous
month and will be at the employee’s day rate plus average premium.

An employee’s immediate family will be considered … spouse, child, stepchild, moth-
er, father, sister, brother, stepparents, grandparents, and grandchildren of the employ-
ee; son-in-law and daughter-in-law; mother, father, sister, brother, and grandparents of
the spouse.

Payment will be made by the company upon request by the employee to the person-
nel department.

The personnel department may require verification of death and relationship of the
employee.

BEREAVEMENT LEAVE (the new policy)

If you require time off due to the death of a friend or family member, make arrange-
ments with your supervisor.

What were the results? How did the use of bereavement leave under the new policy con-
trast with its use under the old policy? The total number of days used for bereavement leave
under the new policy was 47 percent of days used under the old policy, less than one-half the
previous use of bereavement leave.
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the customers need it. Systems are created, sustained, and improved
by insightful and interactive work on the system, not by using carrots
and sticks. Measurable goals do not improve systems; accountability
does not improve systems. Improving systems improves systems.

Do people have to be accountable? Of course they do. And they
are, almost all the time! The question, therefore, is mostly irrelevant.
A better question is: Why do things go wrong even when those doing
the work are being accountable and doing their best?

Premise III. There is a reservoir of withheld effort that must be coaxed or co-
erced out of people.

This is the premise behind incentive pay programs. This is the
theory used by Continental Airlines to improve on-time performance
(see p. 294). While few managers would admit to this belief about
their people, the policies and practices they use give dramatic evi-
dence of this cynical belief. Few managers would say that they them-
selves need incentives to do a good job. It is others who need to be
bribed into giving the extra effort: “I’m OK, you need incentives!”

Premise IV. Managers can and must motivate and control the workforce.
See the comments on motivation in Chapter 2. Managers must

remove the factors that demotivate the workforce. They must work to-
gether with employees to control and improve the systems, processes,
and methods of work. This is less likely to happen in an environment
where managers are seeking to control people and blame them for
things gone wrong.

When people ask, “If we get rid of performance appraisal, what
do we do instead?” my first response is: “Think differently!” Behind
this somewhat flippant response is the importance of getting rid of
the dysfunctional premises. If managers don’t purge these assump-
tions about the nature of people and work they will not develop true
alternative practices, only minor variations on the same theme.

WHAT DO WE MEAN BY PERFORMANCE
APPRAISAL?

What, therefore, are we talking about when we discuss performance
appraisal, including all the minor variations? Figure 9-4 describes the
performance cycle common to most performance appraisal or perfor-
mance management programs.
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Determining the Standards

Some variations:

■ Using carefully described, measurable definitions of expected
accomplishments. (What will be done, by when, with what
characteristics and standards, etc.)

■ Standards negotiated between the evaluator and evaluatee,
imposed by one or the other, or a combination of negotiated
and imposed standards.

■ No formal separate standards, but general guidelines such as
job descriptions or group objectives.

■ No standards at all against which to review actual perfor-
mance, just the prevailing opinions.

The Period of Performance

Some variations:

■ Most common: a 12-month cycle
■ Next most common: six-month or quarterly cycles
■ Rarely more frequent than quarterly

Reviewing the Performance

Some variations:

■ Who does the reviewing?

— Usually the person’s boss

— Sometimes the person’s peers

— Sometimes the bosses, subordinates,
peers, internal suppliers, and internal
customers (often called 360° evaluation)
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Determining
the standards

Reviewing the 
performance

The period of 
performance

Figure 9-4. The performance cycle.
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■ Who is reviewed?

— Usually an individual worker is reviewed by his or her boss.

— Sometimes an individual is reviewed by his or her peers.

— Sometimes a boss is reviewed by his or her subordinates.

— Sometimes a group is reviewed by their common boss.

— Sometimes a combination of the above applies.
■ Does it involve evaluation?

— Sometimes the review is an informal discussion with no
apparent judgment attached.

— Types of judgment or evaluation:

- numerical rating
■ 3, 4, 5, etc., a point scale
■ phrases instead of a number rating
■ forced distribution: an imposed bell-shaped distribu-

tion of the ratings (see Figure 9-5)

- pass/fail system

Implications of the Review

Some variations:
■ No implications: a sort of “for what it’s worth” discussion
■ Remuneration implications
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Figure 9-5. An example of forced distribution.
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— Merit pay (salary increase)

— Merit bonus

— Commissions

— Quota or piecework-based pay
■ Other implications

— Determines who is eligible for promotion

— Determines who is vulnerable to layoffs

— Preferred treatment (parking places, gifts, trips, etc.)

When I talk of performance review or performance appraisal, I
am referring to the basic cycle described in Figure 9-4 and any of the
variations described above. The sum total of my comments on
“What’s wrong with performance appraisal” will apply to the cycle it-
self and to all the variations. What I will be saying is: There is no good
way to do performance appraisal (or performance review). It is inherently
the wrong thing to do.

THE CASE AGAINST PERFORMANCE APPRAISAL

The Three Faults Common to All Variations of
Performance Appraisal

1. It doesn’t work.
There is no valid research to demonstrate that an organization is

better off for having used performance evaluation. There are no long-
term benefits to be gained from it that can be confirmed through le-
gitimate research. Most research on performance appraisal consists of
opinion polls asking, “Which kind of performance appraisal do you
prefer?” These opinion surveys are usually conducted by those pre-
disposed in favor of performance appraisal—consulting companies
who teach it, for example. These surveys are usually filled out by HR
managers who are, as a group, predisposed in favor of performance
appraisal. When biased people ask the opinions of biased people, the
results cannot be described as research. If someone wants to claim
that performance appraisals are useful, that claim should be based on
real observable data, not biased opinion data (see Chapter 6).

Are performance appraisals successful? According to one study
reported by Timothy Schellhardt in The Wall Street Journal (November
19, 1996), over 90 percent of appraisal systems are unsuccessful. I sus-
pect it is far worse.
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2. Performance appraisal focuses mostly on individuals, sometimes
on groups. Either one is the wrong target.

The false premise here is that improvement occurs one employ-
ee or one group of employees at a time. As we have emphasized, most
problems, and therefore most opportunities for improvement, are in
your systems and processes, not in your individuals and groups.
Group evaluation is no better than individual evaluation. Group or
individual evaluation conducted four times per year is not an im-
provement over annual performance appraisal. It is four times worse.

3. Performance appraisal is judgment, not feedback.
Judgment is a hierarchical dynamic. Feedback is a systems dy-

namic. The word feedback is a systems word. In the case of audio-
electronics, feedback occurs when sound from the speaker feeds into
the microphone, creating that horrible electronic sound. It is a loop
or circuit of electronic system-based interaction. Organizationally,
feedback refers to one part of the system—one stage in the flow of ac-
tivities and contributions—providing information to a preceding part
or stage of the system (see Chapter 4). Here are some major points of
emphasis regarding feedback:

■ Feedback is systemic, not hierarchical. The hierarchical rela-
tionship will almost inevitably turn the nature of the inter-
change into an act that is, or is perceived to be, judgmental.

■ Feedback must be in the form of data, not judgment. Data are
often statistical in nature, for example a run chart on the vari-
ation in delivery time (see Figure 9-12). Judgment is the ex-
plicit or implicit attribution that the other person is right,
wrong, good, or bad: “You are late again!”

■ The purpose of feedback is the improvement of the process.
While the stated intent of performance appraisal may be im-
provement, the form of it is ratings and judgment. This is less
related to improvement and more related to the control of
the person being evaluated. Data intended for improvement
are data that lead to discovering the patterns of occurrence
and the systemic cause of the performance under examina-
tion. An act of judgment presumes that the cause is the inad-
equacy of the person being evaluated, not any systemic ori-
gin of poor performance.
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Performance appraisal is that occasion when once a year you find out
who claims sovereignty over you.

—Peter Block
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Therefore, for any appraisal policy, ask the following:

1. Are there data involved in the exchange, or merely judg-
ment?

2. Is the review from one part of the system to an antecedent
part of the system? Or is it from a boss to a subordinate?

3. Is it directly related to improvement of the process or is it re-
lated to the accountability of the individuals or groups?

These three questions should help sort out most of the deficien-
cies of most programs of performance appraisal. The following para-
graphs highlight other shortcomings of performance appraisal.

Performance Appraisal and Motivation

Performance appraisal is an example of the reliance on external moti-
vation as opposed to internal motivation (see Chapter 3). As stated ear-
lier, the problem with external motivation is that:

■ It doesn’t work (except with simple activities for the short
term).

■ It affects the relationship between the motivator and the mo-
tivatee (patronizing instead of peer-based). It can also affect
the relationship between all the individuals being motivated,
making them more sibling-like than adult partners.

Again, the very assumption that people need to be motivated and
that a manager can do it is dubious at best and affects the relationship
between the motivator and motivatee.

Performance Appraisal and Teamwork

As depicted in Figure 9-6, the dynamic of performance appraisal is
different from the dynamic of teamwork, Figure 9-7.

Employee

Supervisor

Employee

Employee Employee

Figure 9-6. The dynamic of performance appraisal.
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Each employee has a separate relationship with his or her super-
visor, one that involves performance expectations and review. Each
member of a team has a relationship with the team that involves ex-
pectations and interdependencies. Sometimes the employee may be
forced to choose between what is expected of him or her by the su-
pervisor and what is expected by the team. The conflict may be rela-
tively minor and resolvable (two conflicting events on the schedule)
or it may be more substantial (conflicting philosophies, priorities, or
methods). Which takes precedence: the team’s expectations or the su-
pervisor’s? Usually in such cases the team’s needs will be displaced
and undermined by each team member’s obligation to his or her su-
pervisor.

A supervisor, furthermore, is asked to do a nearly impossible act
of discernment, when evaluating the performance of one member of
a team. Is it possible to take the net output of a team and extract from
that the individual contribution of one member? Probably not. There-
fore, performance appraisal not only undermines teamwork, it asks
the supervisor to pretend that there is no team contribution to an in-
dividual’s performance.

Performance Appraisal and Systems

In another version of impossible discernment, the supervisor must ei-
ther pretend there is no system or presume to extract from the net
output of the system that which is attributable to the individual em-
ployee being evaluated. This is depicted in Figure 9-8.

Leader

Member Member

Member Member

Figure 9-7. The dynamic of teamwork.
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Whether it is an individual being evaluated or a team, how can
a supervisor account for all of the systemic influences that precede the
performance of one step in the system? The answer is: The supervisor
can’t. Yet he or she must pretend to.

Moreover, performance appraisal will undermine the system.
When all individuals or groups are seeking to look good, they will
tend to optimize their performance regardless of what is best for the
system. This is pictured in Figure 9-9.

Performance Appraisal and Variation

As we discussed in Chapter 2, everything varies. We cannot eliminate
variation (for example, the amount of time to do a job, the frequen-
cy of mistakes and errors, the costs of doing business). But we can re-
duce variation and eliminate the special causes of variation.

The work of each individual is characterized by variability. For
example, the performance of one truck driver, Fred, is shown in Fig-
ure 9-10.

Work.
What 
the 

worker 
does.

The Willing Worker

Systemic 
Output

Systemic 
Input

Work 
“Triggers” Output

Figure 9-8. The system and performance appraisal.
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Figure 9-10. Fred’s record of weekly deliveries.
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Is Fred’s performance good or bad? That question is commonly
asked. But it is of less importance than the question, How can Fred’s
performance be improved? One way to answer the “good or bad”
question is to contrast Fred’s performance with the performance of
the two other drivers, Amy and Dave, as shown in Figure 9-11.

Who is better? Who is worse? If we appraised their performance
at week 5 we would have drawn one conclusion, at week 10 another
conclusion, and yet a different conclusion at week 16. Which ap-
praisal would be most accurate?

The answer: We don’t know. We don’t even know if they have
the same job (even though they have the same title and maybe even
the same job description).

We said earlier that the more important question is, “How can
Fred’s (or Amy’s or Dave’s) performance be improved?” The conven-
tional practice is the use of performance-based pay (the proverbial
carrot). This would involve paying the drivers on the basis of how
many deliveries each made per week.

The repercussions of such a system can be profound and per-
verse. Some examples are:

■ Each driver might compete with the others to get the best,
most reliable, largest-capacity truck.

■ Each driver might compete for the easiest delivery assign-
ments.
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Figure 9-11. Contrasting Fred, Amy, and Dave.
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■ Drivers might indulge in creative accounting: trying to get
one delivery counted as two or unloading a delivery some-
where nearby where it can be made after hours or on week-
ends, meanwhile going back to the warehouse to get more
jobs.

If the drivers were put in more explicit competition with each
other (one merit bonus for the best driver each month), you could ex-
pect to see little cooperation, more resentment, and perhaps even sub-
tle sabotage.

Performance appraisal is based on the unconscious premise that
all performance is a special cause attributable to individuals and that
there is no variation built right into the system (common cause vari-
ation). This is an unconscious premise for two reasons:

■ Few managers conducting performance appraisal are even
aware that there are such things as variation, common causes,
and special causes.

■ Few managers conducting performance appraisals chart per-
formance data in time order using a run chart or a control
chart. Without this kind of data a manager won’t know what
kind of variation exists or how to deal with it. What managers
do, in their ignorance of variation, is likely to increase varia-
tion. Seeing trends where there are no trends, they will intro-
duce unnecessary interventions into the system. Such tam-
pering will only increase variation.

Performance Appraisal and Continuous Improvement

Approaches to improvement can focus on seeking to improve the sys-
tem and finding the systemic cause of the problem, or seeking to im-
prove the individual worker and finding the culprit. Performance ap-
praisal encourages a superficial, culprit-oriented approach to problem
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Pass It Down the Line

One east coast manufacturing company had a policy that rewarded
teams for defect-free work. The manufacturing process unfolded through
several stages, each stage run by a team of workers. Data on the team
awards indicated that those teams working in the early stages of the process
were virtually defect-free and got more awards. Those in the final stages 
didn’t do so well. Why? It was common practice at each stage, whenever
possible, to send defects on to the next stage. “Let them take the hit,” as
one worker described it.
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solving. In Chapter 7 we discussed how asking the question “Why?”
often can lead to the systemic cause of a problem. Performance ap-
praisal encourages a “Who?” approach rather than a “Why?” ap-
proach.

Performance Appraisal and Bias

Our companies use many measurement devices, some of them very
sophisticated. We have instruments to measure weight, density, thick-
ness, diameter, PH levels, viscosity, speed, and time. We have instru-
ments that can measure differences in quantity undetectable to the
naked eye: instruments of great refinement and exactness.

Except when it comes to measuring human performance.
When it comes to measuring human performance we use the

most unrefined, inaccurate, unreliable, and capricious method we
could possible devise: one human subjectively reviewing another
human. We wouldn’t permit the neighborhood butcher to weigh our
hamburger with an instrument as inexact as the instruments with
which we evaluate the performance of our employees.
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Same Label, Different Products

A chemical company received complaints from its customers that
their products had too much variation in the contents. The customer
would order product X and it would be delivered in a drum labeled prod-
uct X. But the contents of the drum would vary from one shipment to an-
other.

The cause of the problem?

Different shift supervisors had their own individual recipes for product
X.At the beginning of a shift, each supervisor would make his or her own set-
tings and instructions for the making of the product. At the end of the shift,
each supervisor would alter the settings and remove the instructions.The re-
sult: variation from one shift to the next.

The cause of this behavior?

Supervisors were competing for a bonus awarded to the supervisor
whose shift produced the greatest volume of good product. It was not in
their personal interest to share their favorite formula for product X with
the other supervisors.

It took a major effort and a policy change regarding supervisor bonus-
es to get these supervisors to agree on a single formula for product X and,
therefore, the same contents under the Product X label.
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There is inconsistency in the method, criteria, and philosophy of
evaluation between one evaluator and another. There is inconsisten-
cy in the way a given evaluator evaluates one employee and how he
or she evaluates another employee. We are hopelessly subjective and
we are not at all objective about our subjectivity.

There are numerous factors affecting favorable or unfavorable
bias. Some are universal, some are regional. Here’s a partial list:

None of these are job-related. Almost all of them have some in-
fluence on how well accepted and regarded you are and whether per-
formance evaluation will work in your favor or your disfavor.

Performance Appraisal, Relationship, and Morale

When we enter an organization’s workforce, we enter a network of re-
lationships. The social structure and interactions of the organization
will help us feel more included or more excluded, more valued as a
new member or more discounted as an intruder. These relationships
are affected by everyone in the organization, not just management.
But the leaders have the indispensable role of setting the tone and
modeling the behavior. If the leaders are blameful, for example, then
it is likely that blamefulness will cascade down and throughout the or-
ganization like a rock slide.

The policies and managerial activities put in place can be either
divisive or unifying. Leaders can provide challenge and support for
the task at hand and the people doing the task, or they can signal in-
difference to the task and the people. Leadership policies and prac-
tices can imply trust of people or distrust of them, loyalty to people
or no loyalty to them at all. The leadership and management policies
and practices are a pretty good indicator of how the leaders regard
their employees in particular and people in general. (See Chapter 10.)
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■ Dress style
■ Political affiliations
■ Military background (or the

lack thereof)
■ Ethnic origin
■ Food preferences
■ Educational background
■ Age
■ Who your family is
■ What team you root for

■ Hairstyle
■ Religious affiliation
■ Social affiliations
■ What you drive
■ How you speak
■ Music preferences
■ What you do on your own

time
■ Physical appearance
■ What comics you laugh at
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If there were a truly unbiased, uncapricious performance ap-
praisal program—one that did not reward those who were lucky and
pass by those who were unlucky—would we be better off? Half of your
people would learn that they are below average. It’s a statistical in-
evitability. Will this help them? Will this improve anything? Some
who are classified as below average may resign themselves to their
fate. Others will see such classification as clear evidence that man-
agers are hopelessly incompetent. Among your employees you have
created some losers and some cynics. And to what end? Maybe some
of those classified as below average will decide to redouble their ef-
forts and vow that next year they will either do better or at least ap-
pear to do better. They will seek to do this even when it is unlikely
that any system has improved. Maybe they will be lucky, appear to do
better, and be ranked above average, in which case their below aver-
age slot will open up and someone else will fill it.

We all want to work together in a place without discouragement,
all on the same side, proud of our work, joyful in our work. Perfor-
mance appraisal assures that we will never approach such an ideal
workplace.
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Evaluations and Attractiveness

It has been well documented that if you are physically attractive you
will have an advantage over those with ordinary looks.This applies to being
hired and promoted, and it applies to getting high marks on a performance
appraisal.

Those who are biased toward the physically attractive—and almost
everyone is—will be unaware of this discriminatory tendency and, when it
is pointed out, will deny it exists.

There appears to be one exception to this attractiveness advantage:
Being attractive is a liability for a woman in a management position.This pro-
vides women with a perplexing dilemma: Can ordinary-looking women move
up the promotional ladder? And can an attractive-looking woman manager
get a fair evaluation once she has become a manager?

The I-am-not-making-this-up Department

Excerpt from a memo written by a manager, sent to me by one of his
people: “Eighty-five percent of our people are above average. Of the remaining
15 percent, most of them are above average too!”
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OUR FIXATION WITH HEROES AND CULPRITS

Our popular culture seems to reflect a collective assumption that if
something wrong is to be made right, it will be because of an out-
standing effort by a heroic individual. The system, if thought of at all,
is regarded more as the source of the problem than the source of the
solution.

Hollywood relies on this perspective. Every generation has had
its version of the theme: Things go wrong, the system is either help-
less or corrupt, the hero intervenes, and everything is put right. This
has been true since Tom Mix and John Wayne and continues with
Clint Eastwood, Bruce Willis, Brad Pitt, and a host of others. Let’s face
it, if the system functioned well the crises would have been prevent-
ed, or at least quickly brought under control. And the movie would be
over before the first reel and without any special effects. Boring.

Meanwhile our society has created a cult of hero worship. We
love to give awards to outstanding performers. America has a prolif-
eration of academy-award-like ceremonies. We have employees of the
month and year with photos in the lobby and reserved parking places.
Whenever I visit a Holiday Inn, I look for their wall full of employee
of the month photos. I have never seen a case in which more than
one person is recognized in a given month. Apparently there is a pol-
icy of contrived and artificial scarcity. Nor have I ever seen a case in
which one employee is employee of the month for more than one
month per year. Apparently getting the award carries with it a jinx
similar to being on the cover of Sports Illustrated. I have never seen an
organization that had a photo of the manager of the month hanging
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The I-am-not-making-this-up Department

No beauties for Kelantan (from the Star, Australia, 11 August 1996)

Kuala Lumpur (dpa)—Malaysia’s fervently Islamic Kelantan state, ever
watchful of possible immoral activities, has added a new directive to its long
list of strictures. It will now hire only ugly women at government offices.

The decision will help prevent “unhealthy activities” which may arise
in government offices where there are too many pretty women, Kelantan’s
Chief Minister Nik Abdul Aziz was quoted as saying.

“Since the prettier candidate has already been blessed by God with
the gift of beauty, it’s only right that we hire the uglier candidate, or else
who will?” he added at a village lecture Wednesday night, according to the
Malay-language daily Utusan Malaysia.

Perhaps this is Mr. Aziz’ way of avoiding the attractiveness advantage dur-
ing performance appraisals.
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in its entrance area (though I have frequently observed reserved park-
ing places for managers). Is this another policy that managers see as
needed by “them” but not by “us”? (I’m OK, you need an employee-of-
the-month program.)

What Is an Outstanding Performer?

First let us deal with some myths. The following are fallacies:

■ That it is easy to identify outstanding performance and out-
standing performers, be they good or bad.

■ That our judgment on this is correct and trustworthy.
■ That organizational success should depend on the outstand-

ing performance of its individuals.

A little statistical thinking is in order here.
There is variation in all work. An example:
Figure 9-12 shows the performance of a cross-functional

process that includes order entry clerks, assembly workers, and ship-
ping and delivery workers during a one-month period. 

Analysis of these data will show the following:

■ This process appears to be in statistical control. There are no
apparent special causes.

■ The length of cycle time within this system is predictable
within a given average and range of variation. It is predictable
because the cycle time is inherent in the system.

■ The 2-day delivery time (e.g., in week 11) is presumably better
than the 9-day delivery time (week 7), but it is the same sys-
tem—with its built-in capacity for elapsed time—that pro-
duced the results of week 7 and week 11.
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■ To decrease the time required for this order-to-delivery cycle,
the focus must therefore be on the process, not the individual
workers who work within the limitations of the process.

Figure 9-13 takes the data in Figure 9-12 and displays it as a his-
togram. Managers may be unhappy with this performance, because they
have pledged delivery in “usually less than five days.” This pledge was
kept only 17 times in 44 orders. Nevertheless, statistically speaking, there
is nothing outstanding, good or bad, in this performance.

What does outstanding mean?
Again, we will use statistical thinking.
Figure 9-14 is similar to Figure 9-12 except for orders 14 and 23.

For these orders something extraordinary occurred. Statistical analysis
will indicate that the performance in these orders was not predictable
and was outside the system’s normal variation.
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Figure 9-13. Order to delivery in days.
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Figure 9-14. Order to delivery cycle (days elapsed) 40 orders; one
month’s data (with special causes).
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Figure 9-15 shows the same data in a histogram rather than a
time plot. This also shows the peculiar nature of the two orders from
weeks 14 and 23. These two orders are literally outstanding.

Outstanding can be defined psychologically or statistically. Most
managers don’t use the statistical approach to the word outstanding. In
Figure 9-14, there are two orders that took only two days to process. A
manager may look at those and say “Outstanding!” This is the psycho-
logical sense of outstanding. Statistically, however, the two orders that
took two days are not any more outstanding than the 10 orders that took
five days or the 3 orders that took nine days to process. These are all from
the same process. There are, however, two outstanding events: the deliv-
ery that took 17 days and the one that took 19 days. These are, statisti-
cally speaking, special-cause variation or outstanding performance. In this
case the performance is, presumably, outstandingly poor.

What is outstanding? Outstanding describes the performance of
a system, process, method, or employee that is statistically beyond the
predictable range of variation regarding some characteristic. Applied
to people, outstanding performance would look like this (Figure 9-16):

110 2 7 8 9 10 12 13 14 16 17 18 19 20

2

4

6

8

10

0

12

14

16

18

H
o

w
 M

a
n

y
 O

rd
e

rs
 T

o
o

k
 T

h
is

 L
o

n
g

Days to Deliver

51 3 4 6 15

Actual average: 5.78 days/
order pledge to customers: 

usually less than 5 days, never 
more than 10.

Figure 9-15. Order to delivery in days: with special causes.

N
u

m
b

e
r 

o
f 

P
e

o
p

le
 

H
a

v
in

g
 T

h
is

 C
h

a
ra

c
te

ri
s

ti
c

Outstandingly 
Poor

Outstandingly 
Good

AverageBad Good

Figure 9-16. The degree of presence of some characteristic (e.g., speed or
accuracy).

Outstandingly
Poor

Outstandingly
Good

schlts09-10-12.qxd  8/20/01  8:42 AM  Page 321



322 CHAPTER 9

Looking at outstanding through this perspective we can under-
stand that outstanding is a rare and difficult-to-detect occurrence. Most
of what we call outstanding is simply variation built right into our sys-
tems and processes. Most of those labeled outstanding are just lucky or
unlucky.

Why, then, does performance appraisal occur?
One short answer to this question—why do executives evaluate

their employees—is: Because they believe it works. Behind this practice
are many assumptions and premises, already discussed in this chapter.
The almost unshakable belief of many managers is that they can accu-
rately and objectively identify those employees whose performance is
consistently above or below average. They also believe that such per-
formance, in a significant way, contributes to the bottom line, for bet-
ter (above average performance) or worse (below average). The so-
called logic supporting performance appraisal, therefore, goes like this:

■ There are good performers and bad performers.
■ We can tell the good ones from the bad.
■ Good performers make a positive contribution to the net out-

put and prosperity of the company.
■ Bad performers are detrimental to the company’s perfor-

mance.
■ Performance appraisal serves to clarify an individual’s work re-

sponsibilities, align the worker with the organization’s goals,
hold each worker accountable for his or her responsibilities,
and motivate them to continuously improve.

This is the logic behind performance appraisal. The alternative
logic presented in this chapter is that the system is by far a greater de-
terminant of good or bad performance than any individual’s work be-
haviors.

In spite of the logic in favor of performance appraisal and despite
the belief of many executives that performance appraisal works, con-
sider these realities:

■ As described earlier, 90 percent of managers using perfor-
mance appraisals describe them as “unsuccessful.” (See Timo-
thy Schellhardt’s report in The Wall Street Journal, November
19, 1996.)

■ As we have already suggested, there are no legitimate data to
support the effectiveness of performance appraisal.

Once again, why do we do performance appraisal?

■ Not because it works. It doesn’t.
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■ Probably because of our unspoken assumptions and beliefs
about people, organizations, and the nature of work.

■ Underneath it all, I believe, performance appraisal is related to
a manager’s need to maintain control, or at least the illusion of
control. My observation and theory are summarized here:

Performance appraisal seems to be most highly regarded by those
who are most distant from the everyday work. People in the Gemba
are not asking to have their performance appraised, nor are their im-
mediate supervisors. Performance appraisal reflects the needs of some
remote executive official or high-level staff person. Headquarters’ peo-
ple want performance appraisal to be imposed throughout the organi-
zation because it demonstrates that the executive-level managers and
staff are exercising some direction and control over employee perfor-
mance. Since headquarters and the executive offices are physically re-
moved from real work and real workers, the only forms of motivation
and control they have to offer anyone are externally imposed motiva-
tion and control, namely performance appraisal.

Outstanding Systems versus Outstanding People

An appropriate question for leaders is: Where in the organization
must I exercise control? This will be explored more fully in Chapter
10. However, a few points are emphasized here:

■ Leaders should not seek to control the individual employee’s
job performance. Leaders won’t succeed and if they try they
are liable to make things worse.

■ Leaders have usually sought to control finances. These, in-
deed, must be in control, but leaders are probably not the
right people to do it.

■ The same is true of marketing and sales. When leaders get in-
volved they are just as likely to mess things up as to affect
them positively.

What do leaders do?

■ Promote systems thinking. This includes a fixation on the cus-
tomers and the smooth flow of interdependent activities and
events that serve the customers well.

■ Work with all the managers and employees to control the systems,
processes, and methods. Control these and continuously im-
prove them.

■ Seek to create and maintain outstanding systems. The ideal is:
outstanding systems, achieving excellent results, with the or-
dinary efforts of average people.

Performance without  Appraisal 323

schlts09-10-12.qxd  8/20/01  8:42 AM  Page 323



PERFORMANCE WITHOUT CARROTS, STICKS,
AND APPRAISAL

As clear as it is to me that performance appraisal is not only useless
but harmful, I recognize that getting rid of it is not easy. What are the
alternatives to performance appraisal? Let me give two seemingly flip-
pant answers and then one answer that is hard work but has been
proven successful.

Change the Way You Think!

This was suggested earlier in this chapter. The point is this: If you re-
tain the same old assumptions, beliefs, and premises about people and
work, you are liable to not even see alternatives that are true alterna-
tives. You will merely create variations on the same old theme, three-
point scales instead of five-point scales, another tune on the triangle.

This book is dedicated to changing the way you think.

Just Stop Doing It!

If something is demonstrably the wrong thing to do, if it is harmful
to you and others, you don’t necessarily need an alternative in order

324 CHAPTER 9

Another  Tune on the…?

For years I searched for an analogy to describe a change with no improve-
ment. First I would say, “It’s a change but not an improvement, like another tune
on the accordion.” But I discovered to my regret that there were lots of accor-
dion music lovers who took understandable offense at my analogy.

Then I said, “… like another tune on the bagpipe.” While there appear to be
fewer bagpipe lovers than accordion lovers in America, the bagpipe lovers are more
militant in their defense of their favorite instrument.

Finally I found the perfect analogy, “… like another tune on the triangle.”
The triangle is the perfect analogy for these reasons:

■ The triangle has almost no constituency. For instance, there is no national association of
triangle players.

■ Whatever following the triangle has, it is not composed of militant defenders.
■ It is impossible to discern one song on the triangle (“Stars and Stripes Forever”) from an-

other (“Happy Birthday to You”).
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to cease doing it. In order to stop beating your head against the wall,
you don’t need something else to beat your head against.

Performance appraisal is harmful to people and to your organi-
zation. For the moment, imagine that tomorrow you decide to get rid
of performance appraisal. What chaos will that create? You may be
forced to reconsider the way you do some of the following:

■ How will we pay people?
■ How will we promote people?
■ How will we give feedback to people?
■ How will we identify training needs?
■ How will we fire, downsize, or outplace people?

These questions lead to the third alternative to performance ap-
praisal:
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Redesigning Performance Appraisal at Ford:
Another Tune on the Triangle

Several years ago Ford Motor Company put together a high-level committee of managers
to review their performance appraisal policy and recommend changes. After a year of discus-
sion, the group came to consensus on the following:

1. Change the name from performance appraisal to performance management.

2. Change the nine-point rating scale to a four-point rating scale.

3. The performance process would provide an opportunity for discussion, between a su-
pervisor and his or her employee, on ways to improve the employee’s performance.
The supervisor was to take on the role of coach.

Over five years later, Ford leaders concluded:

■ The revised rating system was not providing useful information.
■ The existence of the rating interfered with the coaching.

Dr. Ed Baker, who was with Ford at the time, had these comments on this incident. “These
were well-intentioned people and they weren’t fools. The moral of this story:

■ Don’t rush into the redesign of a new policy until you have profound knowledge.
■ Consensus arrived at without profound knowledge may relieve your immediate pain,

but can have long-term and costly consequences to the organization… and these are
the costs that are invisible.”
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Debundling: A Proven, Successful Alternative to
Performance Appraisal

Debundling means taking apart all of the various separate services or
perceived benefits that one assumes performance appraisal offers an
organization. Over the years I have asked clients and seminar audi-
ences, “Why does your company do performance appraisals? What
use does it serve?” Here is a list of the frequently cited responses:

■ Identifying and responding to outstanding performers
■ Creating a basis for pay
■ Providing feedback to individual employees
■ Giving direction and focus to the workplace
■ Identifying career goals
■ Identifying education and training needs
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Tailgate Transformation

It was the day of a Green Bay Packers game. The Glenroy
Company of Menomonee Falls, Wisconsin, was having a tailgate
party in their parking lot prior to the game.

Top management the previous week had held a manage-
ment retreat. In the course of their retreat the managers decid-
ed to review a number of employee policies. Amid the revelry of
the tailgate party, therefore, it seemed appropriate to stoke the
bonfire with copies of the soon-to-be-outdated copies of the em-
ployee policy manuals… all of them! The policies went up in a
blaze of glory!

Several weeks later it was time for performance appraisals and for the annual review of
salaries for the upcoming fiscal year. Because of the bonfire, they discovered, they had no remain-
ing record regarding pay policies, the methods for determining pay, and the policies regarding per-
formance appraisal.

They started from scratch. They told employees that they were to meet in job classification
groups and decide what they would be paid. In every instance the employees were more conserv-
ative and tight-fisted than the managers would have been. The wage and salary suggestions of the
employees were adjusted upward. As for performance appraisal, they simply dumped it.

The following years were not an unmitigated success. There was lots of chaos and confusion
as the company sought to put together a new system of policies and procedures. There was a real
test of how much common understanding and consensus had been achieved at the management
retreat.

One learning: Transformation by tailgate bonfire is probably not the optimal approach.
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■ Identifying candidates for promotion
■ Identifying candidates for layoff
■ Fostering communication between employees and their su-

pervisors
■ Creating a paper trail that will serve as a defense against suits

for wrongful dismissal or other perceived unfair treatment
■ Conforming to regulatory requirements
■ Motivating employees

If your organization should undertake debundling, you might
undergo the following sequence of discussions:

Step 3. If so… take each benefit or 
service that is important to accomplish 
and treat it as a separate function, 
disconnected from all the others.

Step 1. List the various functions 
benefits and services you hope are 
derived from your performance 
appraisal program.

Step 2. Ask of each benefit or service: 
Is this something important enough to 
find a way to accomplish?

Step 4. For each separate benefit or service ask: What is 
the best way to successfully provide this benefit or 
service without using performance appraisal?

• What purpose and values must be maintained?
• Which old premises or perspectives must be 

discarded?
• What actions should be taken?

– In what sequence?
– By whom?
– With what methods?
– Why?

• What systems or processes are needed to support 
and maintain these activities?
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Some Important Values to Maintain

When debundling these services and designing separate alternative
systems, keep the following principles in mind:

■ Focus on improving systems, not rewarding or punishing in-
dividuals.

■ Focus on customer satisfaction, not management satisfaction.
■ Don’t optimize one part of the system to the detriment of:

— the customer,

— the purpose of the system, or

— the good of the whole system.
■ Don’t make the cure worse than the disease.
■ Don’t just play a different tune on the triangle; think outside

of the current paradigm.

DEBUNDLING THE SERVICES OF
PERFORMANCE APPRAISAL

1. Identifying and Responding to
Outstanding Performers

Use outstanding in the statistical sense, not in the psychological sense.
Statistically, outstanding refers to something occurring outside the
current capabilities of the system.
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■ Are there data to
substantiate “outstanding
performance”?

■ Are the data plotted over
sufficient time to indicate
consistent performance at
a significantly lower or
higher level?

■ Is there consensus among
the “outstanding
performer’s” peers (based
on observation, not gut
reaction or rumors)?

Positive Outstanding
■ Better methods that can

be taught to others?
■ Puts in more hours?
■ Wider range of skills?
■ More experience?
■ More native talent?

Negative Outstanding
■ Needs to learn a better

method?
■ Needs to pick up speed?
■ Needs coaching or

mentoring for a while?
■ Going through a difficult

period?
■ Lack of basic requisites

for the job?

Positive Outstanding
■ Teach methods to others
■ Change in market value,

therefore higher pay
■ More latitude in job

definition

Negative Outstanding
■ Coaching, mentoring,

training
■ Provide greater structure

and more constraints for
a while

■ Get counseling and
support

■ Find a more appropriate
position

■ Outplace (aka fire)

As with any special 
cause, investigate to 

discover what is 
behind this 

occurrence (use data!)

Determine for 
certain that they 

truly are 
“outstanding”

Depending on the 
explanation behind the 

outstanding performance, 
formulate an appropriate 

response

GUIDELINES FOR RESPONDING TO
OUTSTANDING PERFORMANCE

Diagram 9-3.

During 
the dismissal

Before deciding 
to fire someone

After the decision 
to fire someone

■ Make sure he or she is
truly a special cause.

■ Make sure that your
remedial efforts were well
chosen, planned, and
implemented.

■ Make sure there are no
other more suitable
positions available for
him or her in the
organization.

■ Anticipate problems and
responses from others.

■ Sensitive and fair
treatment for the person
being fired

■ Adequate communication
to others about the event

■ Review the systems for
recruiting, screening,
hiring, training, or
promoting people to see
how this occurrence
might be avoided.

■ Reassure the survivors.
■ Get feedback from those

involved in order to
improve the firing
process.

Note: Firing someone still leaves you with a systems problem. You must improve the sys-
tems by which you recruit, screen, hire, train, and promote people.

SHOULD YOU EVER FIRE ANYONE?

Diagram 9-4.
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2. Creating a Basis for Pay

Dealing with Some Myths

■ A capricious evaluation system will result in a capricious pay
system.

■ There is absolutely no evidence to support the belief that
people work more productively when rewards are tied to
performance. There is evidence of the opposite (see Kohn,
1993).

■ There are no data to support a predictable relationship be-
tween organizational performance and any currently popu-
lar executive pay system. Almost all current top management
pay is based not on empirical research but on “what sounds
about right.”

What Is the Purpose of Pay?

■ To provide just compensation for work.
■ To allow people to sustain themselves in a decent manner

with reasonable security.
■ To retain qualified employees.

Noncapricious factors on which to base a pay system are listed below:

Market Rate

■ People should get paid approximately what they would get
paid for doing the same work elsewhere.

■ Devise methods to survey the market rate for each position.
“What do assistant personnel directors with approximately
these same functions and duties get paid elsewhere?”

■ You will discover in the market a roughly bell-shaped distribu-
tion. You decide where you will pay within that distribution:
the 50th percentile? the 80th?

■ Adjust pay when there is a substantial disparity between actu-
al pay and market rate.

Tenure or Seniority

■ How long the employee has worked for the company.
■ How long the employee has worked in the industry.
■ How long the employee has worked.
■ How old the employee is.
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Tenure and seniority are not necessarily being recommended here
as a basis for pay. They are simply presented as nonarbitrary. Seniority
implies some recognition that the organization benefits in unmeasur-
able ways from an employee’s experience. In some Japanese companies,
seniority is the biggest single factor differentiating employee pay.

Profit Sharing

Employees receive a variable amount each year (or some other
increment of time) reflecting the pretax prosperity of the company.

■ Same amount: Some believe that the size of the profit sharing
bonus should be the same for every employee, arguing that
the policy should not imply that some people contribute
more to the company’s prosperity than others. Market share,
they suggest, is sufficient differentiation in pay. Profit sharing
need not continue that differentiation.

■ Same percent: Probably the most common form of profit shar-
ing.

■ A seniority factor: Some allowance for tenure in the share of the
profits. Those who promote this suggest that it encourages
long-term thinking.

What about Gain Sharing?

Profit sharing is a dispersal of some portion of a company’s
profits to those whose work created those profits. Employees’ for-
tunes, therefore, rise and fall with the company’s. Gain sharing is
MBO with a bribe attached.

Gain sharing, therefore, is based on an assumption that some
form of motivation or incentive is necessary to get employees to ac-
complish good work. Gain sharing makes the following assumptions:

■ That the goals are achievable and realistic.
■ That the goals cannot be achieved using the normal pay sys-

tem.
■ That people need to be and can be motivated.
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Seniority Pay

The common objection to seniority pay is, “It’s rewarding dead
wood!” My response is, “Why do you hire dead wood? Or, why do you hire
live wood and kill it?”
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■ That people can be motivated by money.
■ That the systems are within the employees’ ability to control

or improve.

In summary, gain sharing seems to be not much different from
the Performance Appraisal/MBO virus. Don’t do it.

What about Pay-for-Skill or Pay-for-Knowledge?

The purpose of these is commendable: to encourage people to
acquire more flexibility. There are, however, some worrisome ele-
ments in these pay-for programs:

■ When someone has earned an incremental increase for
learning a skill and that skill becomes obsolete (e.g., key-
punching or some older word processing programs), what do
you do? Drop their pay back? Give them a grace period to
learn the new method?

■ How do you certify that the employee has learned the new
skill? What level of mastery is required? Do you plot data over
time to show that a new level of performance is in statistical
control?

■ Some people work in areas where there is a lot of need for flex-
ible skills. Some work in areas where there is little or no need
for flexibility. There may be a matter of luck involved in this
approach.
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Set objectives
Set aside 

some money

Objectives
accomplished

?
Share the pot

Employees
No money
released

Yes

No

Beginning
of the year

End
of the year

Figure 9-17. Gain sharing.
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■ Won’t increased flexibility gradually be recognized as an in-
crease in the market rate?

■ How do you ascertain the acquisition of knowledge and some
of the more elusive skills (e.g., grace under pressure) without
resorting to something perilously similar to performance ap-
praisal?

What about Pay-for-Performance?

There are various P-F-P schemes, the most famous of which is
probably Lincoln Electric, where workers get paid on a piecework
basis and must do rework on their defective pieces on their own time.
Some concerns about these plans are:

■ They tend to create internal competition and discourage co-
operation.

■ They tend to create a sweatshop culture.
■ They encourage workers to pass on work that is tolerably

mediocre, making your company vulnerable to competition
with more consistent, high-quality standards.

■ As workers get older and slower, their pay diminishes. Some
would say this is okay. It seems to me like an ungracious re-
sponse to those who have given their prime years to the com-
pany. (Do the managers of such companies expect annual au-
tomatic reductions in managerial salary after a certain age?)

Some Guidelines Regarding Pay

■ Employee compensation should be a completely separate
process from the employee feedback system.

■ Performance issues are one thing. Pay issues are another. Keep
them separate. Don’t try to solve performance problems with
pay solutions.

■ Annual adjustments may include a factor for seniority.
■ There should be no merit pay, because it is virtually impossi-

ble to differentiate on the basis of merit.
■ All employees should benefit from the success of the compa-

ny through profit sharing.
■ The current executive compensation systems in American busi-

ness cannot be justified on the basis of any reasonable and
demonstrable measures of organizational performance. The dif-
ference between the highest-paid executive and the lowest-paid
hourly worker in an American company is many times more
than what it is in Japan or what it was in the United States 20
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years ago. CEOs are paid about 187 times more than what the
average worker is paid. In the mid-1970s, the ratio was 41 to 1.
In Japan the ratio is closer to 10 to 1. (Source: Graef Crystal,
University of California, Haas School of Business, reported in
USA Today, November 17, 1995. See also Business Ethics, Sep-
tember–October 1991.)

■ Some companies now fix the allowed differential (see Business
Ethics, September–October 1991). Herman Miller Company
fixes their ratio between highest- and lowest-paid people at 20
to 1.

■ A compensation system consists of both tangible and intangible
items. Tangibles are salary, bonus, fringe benefits, etc. Intangi-
bles are the feelings an employee has of community support,
challenge, trust, respect, security, pride in work, and joy in work.
Intangibles cannot be bought but may have the greater influ-
ence on retaining employees who are attracting offers from
other organizations. (See Chapter 10, Healing Workplaces and
Learning Workplaces.)

■ The greatest sources of motivation are intrinsic. Pay cannot mo-
tivate, but pay that is perceived to be unfair can demotivate.

3. Providing Feedback to Individual Employees

There are basically two types of feedback:

A. Performance feedback focused on the system
This has been discussed in some detail in Chapter 4. This feed-

back is generated either from the outside customers or from one stage
in the flow of work to another stage. The purpose of this feedback is
to better understand the capabilities and deficiencies of the system in
order to improve the system and better serve the outside customer.

While this type of feedback will necessarily involve people han-
dling the data, it does not involve feedback personally descriptive of
any individual. “You are late!” is not performance feedback focused
on the system. A run chart on the timeliness of deliveries would be
systems-oriented feedback. One focuses on an individual’s behavior.
The other provides a data-based profile of the capabilities of the cur-
rent system, as shown in Figure 9-18.

Figure 9-18 begins to display data useful in identifying the di-
mensions and characteristics of the lateness problem. This can lead to
other analytical tools (e.g., a control chart) that will indicate whether
there is special cause variation or common cause variation (see Chap-
ter 2). Other forms of study would contrast types of projects or other
factors that may show unique patterns of variation in the data.
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Systems feedback may indeed originate from a single individual
and be shared with an individual. This is inevitable when some stages
in the process are conducted by one person. But the nature of what is
observed, documented, and shared is focused on the process, not on
the person. Moreover, the presumption is that any deficiency lies in
the process, not the worker.

B. Personal feedback focused on the individual
This is the kind of feedback that becomes most problematic.

There will inevitably be times when someone with whom you work
does something that annoys you. The person may be your boss, your
subordinate, or your peer. Their annoying behavior may be more or
less work-related, or not at all related to their work. Do you give the
annoying person feedback? If so, when and how?

Here are some guidelines:

■ Don’t give feedback when you are angry.
■ Don’t give feedback when the other person isn’t ready for it.
■ When the issue is a matter of personal characteristics and not

job-related, the person who would receive the feedback
should have control. He or she gets to decide:

— Whether or not he or she wants feedback.

— If so, regarding what kinds of issues. He or she decides what
subjects are not to be feedback items.

— From whom he or she is willing to receive feedback.
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Figure 9-18. A run chart showing the timeliness capability of the current system.
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Marshall Industries

Robert Rodin is the CEO and president of Marshall Industries, a distrib-
utor of Industrial Electronics. Their 100 or so suppliers of electronics include
Texas Instruments, IBM, Hitachi, Sony, Toshiba, and AMP. Their 30,000 cus-
tomers include IBM, Apple, Hewlett-Packard, Motorola, Xerox, GE, and many
other well-known electronics-based firms. Marshall’s sales are over $1 billion
and they are among the top three or four industrial electronics distributors.

Prior to 1990, Rodin reports, Marshall had performance evaluation, rat-
ing, and publicly displayed ranking of people, management by objectives, sales
promotions, quotas, incentives, contests—all of the gimmicks typical in a sales
dominated company.

Then Mr. Rodin started reading about Dr. Edwards Deming and went to
a four-day Deming seminar. Also at this time he met one of Dr. Deming’s clos-
est associates, Dr. Nida Backaitis. Mr. Rodin, with Dr. Backaitis’ help, began to
rethink their policies and practices. To quote Rodin:

The fundamental and scary change that we made over a series of years
was to take every one of our individual departments off their own MBO,
off their own incentive programs, and out of the commission environ-
ment. We put every single person, all 1360 at Marshall Industries, solely
on salary and profit sharing. Everybody in the system is entirely aligned
with customers and suppliers, who are the constituents we must focus on
to keep our company alive.

The amazing thing was that, on the day we took all of management (a
thousand people who had been preparing for the change for one year) off
the old system, we immediately received new levels of cooperation.

Marshall Industries also eliminated all promotions and contests. The top
managers went out to Marshall’s suppliers and persuaded them to discontinue
their incentives to Marshall’s sales force.

The bottom line. What was the business result of this dramatic charge?
During this time, sales went from $530 million to $1 billion. Earnings doubled.
Turnover went down by more than 50 percent. Stock rose from 171⁄2 to 591⁄2
and has since split. The bottom line is not all that has improved. Again, Robert
Rodin:

More importantly, intangibles are up: customer satisfaction, morale,
teamwork, efficiency, productivity, consistency, and relationships.

The Marshall Industries story is told in Beyond the Sounds of Silence (Rodin
and Backaitis, 1995).
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— When and under what other circumstances feedback may
occur.

■ One format for giving feedback that has been found useful is
the “I” statement:

“When you ____________________________________,
Describe the behavior that you observe
in the other. No labels. No judgments.

I feel ___________________________________________
One or two words that describe a feeling.

because ______________________________________.”
Explain as well as you can why you react this way.

This formula allows the feedback giver to be descriptive
without being prescriptive. One person is not saying the
other must change. He or she is simply describing the effect
of not changing. The feedback giver is not attributing mo-
tives to the other, but is simply describing what he or she
sees or hears.

For more on feedback, see The Team Handbook (Scholtes, 1988).
Some may find the guidelines above overly restrictive. The

guidelines are based on the following premises:

■ The purpose of personal feedback is to be helpful to the per-
son receiving the feedback.

■ The helpfulness of the feedback is dependent on how ready
the person is to receive the feedback.

■ Anything else is serving the needs of the giver of feedback, not
the receiver.

One final guideline on personal feedback:

■ Look on personal feedback not as a simple event but as part of
the larger system of relationships within work groups. The
readiness for feedback can be the result of a carefully fostered
environment of trust and candor, a nonthreatening set of re-
lationships. Combine this supportive environment with some
built-in routines that create an opportunity for feedback and
some ground rules for giving feedback and receiving feedback,
and you can create a work group that is both supportive and
challenging, as shown in Figure 9-19.
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4. Giving Direction and Focus to the Workforce

Performance appraisal is a woefully inadequate means to give direc-
tion and focus to either individuals or groups of employees.

Imagine your organization using the direction-setting systems
introduced in Chapter 2 and described in detail in Chapters 5 and 6.
Imagine also that the vast majority of your operations, processes, and
tasks are standardized. Imagine that instead of vague job descriptions,
people’s jobs are largely standardized and described in the form of
flowcharts. Imagine that your workplace follows the guidelines for
standardization described in Chapter 4.

With all these in place, you have clearly established direction
and focus. Performance appraisal can add nothing more of any value.
Without what is described in Chapters 4, 5, and 6 your organization
is unlikely to have any clear direction and focus, and performance ap-
praisal can still add nothing of value. The time spent on performance
appraisal would be far better spent giving your workforce a true sense
of direction and focus. (See Figure 9-20.)
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Figure 9-19. Challenge and support (adapted from Blake and Mouton’s
Managerial Grid).
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5. Identifying Career Goals

Dealing with Some Myths

■ It is seldom necessary for a supervisor to get involved in help-
ing employees sort out their career needs.

■ Career counseling and career development are specialized ser-
vices. Most supervisors have neither the time nor the ability
to provide these services, except at a rudimentary level.

Guidelines

Managers and supervisors can provide moral support, at a per-
sonal level, for an employee’s career ambitions. But what employees
need are systems of (A) career counseling, (B) career ladders, and (C)
education assistance.

A. Career Counseling
■ Career-mindedness is a personal need. Most people go through

stages when ambition and advancement are prominent in
their thinking. At other times in their lives, they aren’t ready
to think about career. Therefore, assistance in career planning
should be a service available at the option of the employee.

■ General Motors Powertrain division, for example, has a ca-
reer development module available for use by employees.
This replaces a more or less required conversation on career
goals between supervisor and subordinate as part of the an-
nual performance review.

The Big Picture

• Mission
• Vision
• Values
• Philosophy
• Data on the key 

indicators
• Long-term goals 

and plans
• Mid-term goals 

and plans

Annual Priorities

• Organization-wide 
annual improvement 
plan and network of  
breakthrough 
improvement activities

• Department and local-
site annual 
improvement plans and 
networks of 
improvement activities

Daily Work

• Standardized processes
• Everyday efforts to find 

better methods for daily work
• Feedback loops built into 

daily work
• Use of P-D-S-A on the job

Figure 9-20. The worker has direction and focus.
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GM Powertrain

In the early 80s, Dr. Deming started a series of regular consulting visits to the Powertrain Di-
vision of General Motors. During the same time, GM began sponsoring four-day seminars led by
Dr. Deming and held in Detroit for its employees. In the mid-1980s GM Powertrain began to de-
bundle its old performance appraisal program. Their new development program was to be based
on two very nonconventional premises about people:

1. People want to do their best.
2. People want to be in control of their own development.

The new development program consisted of modules: aggregates of materials and services
available to employees. Some of the modules were:

1. The feedback module (this refers to personal feedback)
■ It is controlled by the employee.
■ Employee controls timing, frequency, and design of the feedback.
■ It is voluntary.
■ Employee decides who will give him or her the feedback.
■ Feedback is given directly to employee, not conveyed through a manager.

2. The development module
■ Helps the employee become knowledgeable about the formal and informal systems in

the company that are available for personal development
3. The “what interests you” module

■ Helps employees explore what they like to do and find ways to develop their current jobs
to fit those preferences

The development program was developed by a 12-member panel, people who were the cus-
tomers of Powertrain’s Human Resources department. Some other key points:

GM recognized a need for a diversity of approaches:
■ Individual’s needs for feedback and development are variable.
■ The employee can opt in or out of the development process.

Important features of the development process:
■ It doesn’t involve MBO.
■ It is not a method for business plan deployment.
■ It is not a performance identification vehicle.
■ It is a process involving self-knowledge.
■ The employee identifies where he or she is and where he or she wants to go.

Key values:
■ Let people assess themselves.
■ The supervisor is not the exclusive source of feedback.
■ The employee has control.

This information is adapted from videotaped interviews by Mary Jenkins and Chris Oster of
the GM Powertrain HR department. Mary is now a private consultant.
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■ Consider providing access to a professional career counselor
for those employees interested in exploring career options.

B. Career Ladders

■ For careers within your own organization, create career lad-
ders showing the steps of possible progression from entry-
level, nonprofessional positions to advanced, professional-
level positions. For example, show the movement from
receptionist or filing clerk to partner in a law office.

■ Career ladders should be based on meaningful increments of
accomplishment, building greater skills, flexibility, or qualifi-
cation to do the work.

■ Steps in the career ladder should be measurable. Accrediting
documents from licensing or certification organizations may
be necessary requirements but don’t necessarily demonstrate
applied capability. A better measure may be shown in a time-
ordered plot of some key process indicator or key quality
characteristic. These data can demonstrate ongoing capabili-
ty, not just the completion of training activities.

■ Along with the career ladder, describe the education, training,
or work experience necessary to help move from one position
to another.

■ Be careful not to promise what cannot be delivered. Don’t
imply that people are entitled to a position if they complete
the requirements. Don’t elevate expectations, especially if
your organization is becoming flatter.

■ Respect the freedom and choices that individuals make for
themselves. There is nothing inherently better or worse about
choosing to climb the ladder or choosing to stay on the rung
where you are.

■ Figure 9-21 is an example of a career ladder in the Assessor’s
Office of the City of Madison. It begins with entry-level posi-
tions in the clerical, technical, and professional areas and de-
scribes the steps to management positions. This information
is provided to all new employees as part of their orientation.
One employee, over several years, progressed from “Clerk Typ-
ist I,” an entry-level clerical position, to “Deputy Assessor,”
the second highest position in the agency.

■ You can only state the current system and the current re-
quirements for progressing through the system. Be sure peo-
ple understand that the systems and requirements will cer-
tainly change. Flexibility will be important. Keeping people
informed is important.
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■ As useful and important as career ladders can be, organiza-
tions are, and should be, getting flatter. There is a greater need
to redefine leadership in a flat organization. A flat organiza-
tion will affect the culture, the definition of career progres-
sion, and therefore, the use of career ladders. (See Chapter 10.)

C. Education Assistance
Many companies have programs for tuition reimbursement.

Some comments on such programs:

■ A company needs to decide the degree of departure from com-
pany-related functional education it will subsidize. Will a law
firm pay for someone to learn to be a cosmetologist? There is
one school of thought that believes that any and all educa-
tional directions are valuable. The nature of creativity is such
that perspectives gained in studying one area are often used to
discover insights in another, unrelated area. Deming seemed

Property
Appraiser I

Middle
Management

Advanced
Journeyman

Lead
Journeyman

Journeyman

Entry Level

Professional
Series

Technical
Series

Clerical
Series

Assessment Aide II

Assessment Aide I

Property
Appraiser II

Property
Appraiser III

Property
Appraiser IV

Deputy Assesor and
Assistant Assessor

City Assessor

Clerk
Typist I

Clerk
Typist II

Administrative
Clerk I

Administrative
Clerk II

Supervisor of
Assessment Services

Figure 9-21. The career ladder for the City of Madison, Wisconsin, Assessor’s Office.
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to recommend encouraging a wide latitude of educational di-
rections.

■ In some companies, tuition reimbursement depends on the
employee achieving a certain grade in the course. This only re-
inforces another organization’s dysfunctional performance
appraisal system. The important issues have to do with learn-
ing and development, not credentials and report cards.

■ It is important to foster lifelong learning. The motivation
for continuous learning must come from inside each of us.
The organization cannot motivate an employee to learn, but
it can nurture and support and avoid annihilating an em-
ployee’s internal motivation to learn. It can try to make it as
easy as possible for an employee to act on that motivation.

6. Identifying Education and Training Needs

Education versus Training

While there is clearly a difference between these two—Deming
has a separate point for each—these notes do not focus on that dis-
tinction. There are some things that are clearly education (e.g., statis-
tical thinking: understanding variation and its causes) and some that
are clearly training (e.g., how to calculate the control limits on an X
R chart). There is also a gray area: things that are a little bit of both
and could tilt one way or the other with very little change in how the
presenter or instructor approaches the subject.

The context in which to think about this debundled service is:
How do we identify the needs people have to learn something new,
whether it is education or training that is needed?

Dealing with Some Myths

■ Attributing a problem to an individual employee’s lack of
training is too often a convenient avoidance of data-based
problem solving. Training directors agree that problems clas-
sified as training needs are often some other need that cannot
be addressed through training. We have already discussed the
peril of attributing to the individual worker problems that are
inherent in the system. (See the guidelines for Responding to
Outstanding Performers.) Here we risk making two mistakes:
taking a systems problem and attributing it to the individual
worker, and declaring the problem a training need when it
may have nothing to do with training.

■ Education and training can become an addiction. When
something goes wrong, we get a training fix. It takes time to
organize and implement the training fix and time to see if the
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training worked. But meanwhile, the attention of manage-
ment has moved on to other things that are, in turn, declared
training needs and given their training fix.

■ If the purpose of the education and training is career devel-
opment for the individual employee, there are more effective
and more informal ways to pursue this goal. Look at guide-
lines for “Identifying Career Goals” (pp. 339-343).

■ Other than for an individual new employee, most needs for
training, and the most important needs for training, are sys-
temic. Systemic training is training focused on across-the-
board teaching of some new, better method that has been dis-
covered through careful study. These better methods cover a
wide range of work: production methods, administrative
methods, product or service design, delivery methods, man-
agerial or staff operations methods.

■ Systems-based training is seldom focused on an individual
employee’s need. Systemic training is a collective need where-
by whole groups of people need to learn the new method.

Guidelines

Use the following systems as resources for identifying training
and education needs.

■ Studies of the existing systems and processes that show inad-
equacies that can be corrected with training in a new method.

■ Organization priorities that require new capabilities and skills
necessary to lead and operate new systems and processes.

■ New mission, vision, philosophy, or values that require a con-
certed education and training effort to help people under-
stand why the shift is occurring, how and when it will hap-
pen, and what new approaches and capabilities will be
required of them.

Individually focused training should occur:

■ When there is a special cause, supported by data that indicate:

— This person’s performance is uniquely inadequate.

— The source of the inadequacy is a training issue (see “Out-
standing Performers”).

■ When it is focused on the individual’s career development
plans (see “Identifying Career Goals”).

■ When it is part of an effort to create more flexibility in the work-
force and give each employee a wider diversity of skills. This may
often involve a work group and not just an individual.
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Measuring the Success of Training

■ Evaluation forms at the end of a training session are useless
and usually become a form of performance appraisal (for ex-
ample, “Rate this seminar on a five-point scale”).

■ Feedback forms at the end of a session can be a useful way of get-
ting information for the purpose of improving the logistics (time,
place, temperature control, food, service, etc.) and the teaching
methods (“Were the instructions for the activities clear?”).

■ The success of training is best measured at the time and place
where the capabilities acquired through the training and educa-
tion are applied by the student.

■ For most manual skills, the most effective measure of success
is a control chart. (See Figure 9-22.)

7. Identifying Candidates for Promotion

Dealing with Some Myths

■ Past performance is not a predictor of future performance.
■ Even if performance appraisal were a reliable and valid mea-

surement system (and it is not), it can only tell you about suc-
cess in the current job. This would be useful only for those few
job elements that may also be part of the new job. Even then
the person may be very different when performing those same
activities in a new system and environment.
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Figure 9-22. Measuring the success of training.
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Some Guidelines for Promotion Systems

Succession systems
■ Promotions are part of a slow-cycling system. The need for

promotions can be anticipated, most from one to five years in
advance.

■ Succession planning is an acknowledgment that vacancies will
occur and that the organization needs a strong bench—people
ready to move into vacancies.

■ The recurring processes that are part of a job should be clear-
ly documented. So should the systems-based feedback
processes established for those recurring tasks. When the job
becomes vacant, then, the transition between leaders can be
accomplished more smoothly.

■ Succession planning includes creating opportunities for em-
ployees to experience leadership: the challenges of planning,
coordinating, decision making, problem solving, monitoring,
dealing with people, etc.

■ Ad hoc leadership opportunities groom employees to be fu-
ture leaders. These opportunities should not be tests, but
challenging experiences surrounded by support. The future
leaders should be helped to succeed.

■ The organization provides these opportunities and defines the
needed skills. The individuals choose to learn the skills need-
ed to qualify for the opportunity. (See “Identifying Career
Goals.”)

■ When a vacancy is about to occur, there is an opportunity for a
study step: review and perhaps redefine the position, using
input from customers and those who report to whoever will oc-
cupy this position.

■ Some jobs require high degrees of creativity, art, and genius
(e.g., certain types of research, programming, design, or per-
formance skills). Special policies may need to be developed for
such positions because these are harder to document.

Assessment Centers
An assessment center is a series of activities designed specifically to

simulate the major functions and dynamics of a position. When a vacancy
is anticipated in that position, the various candidates participate in the as-
sessment center activities where they get a sense of their own abilities and
capacities for the demands of the soon to-be-vacant position. This creates
some opportunity to learn and an opportunity for self-screening. Usually
there is a panel of observers who monitor the participants and make notes
that can be used for feedback both to the candidates and to those who must
make a choice for filling the vacant position.
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Some General Comments

■ We are usually haphazard and superficial in our selection and
promotion processes. It is as though we take solace in our abil-
ity to discard the errors resulting from our flawed promotion
process. We would be better off, and so would those whom we
promote, if we were meticulous and painstaking in our pro-
motion processes. The time and money we invest in a careful
promotion process—succession systems, assessment centers,
etc.—will more than pay for itself in the long term.

■ Our organizations will become flatter. Even fewer opportuni-
ties for hierarchical advancement will become available. Our
challenge will be to satisfy people’s desire to become leaders
with fewer hierarchical positions into which people may ad-
vance.

■ Ultimately, when it comes down to selecting one candidate to
promote from among a group of people applying for a job, it
will involve an act of judgment. While the element of per-
sonal judgment is inescapable, what we are trying to do is re-
move subjectivity and luck as much as possible from the deci-
sion-making process.

■ Often performance appraisal is used to reduce the number of
candidates for a job when the pool of potential candidates is
huge. For example, in the military there may be a global list
of promotable service personnel. In such cases, it may be nec-
essary to redesign the system to decentralize the selection
process. The suggestions provided here about succession plan-
ning and assessment centers might apply, but on a more lo-
calized selection process.

8. Identifying Candidates for Layoff

In the box on page 162 there are questions regarding downsizing that
may be considered here.

Dealing with Some Myths

■ A capricious performance appraisal system will result in a
capricious system for laying people off.

■ When we examine why companies decide to lay off large
numbers of personnel, one or more of the following reasons
appear to explain the need for layoffs:

— A drop in the economy.

— A change in the market.
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— Inability to remain competitive on quality, cost, or delivery
compared to the products and services offered by others.

— Poor business decisions by managers (e.g., IBM’s need to
lay people off when their mainframe strategy proved to be
uncompetitive).

— Unexpected substantial financial losses (e.g., recalls, law-
suits).

— Cessation of funding due to change in policy (e.g., closing
military bases).

— Cycles of business fads: a seasonably fashionable exercise
in downsizing. (This seems to be quite prevalent, though
of course no CEO would acknowledge laying employees off
because it was the current management fad.)

Those who are laid off have no control over these phenomena.
What is particularly pathological about using performance appraisal
as a basis for deciding who gets laid off is that it shifts the burden for
the layoff from management (who has some control over many of the
factors listed above) and blames the worker for his or her own layoff.
This represents nothing short of a cruel perversion of leadership. It is
management at its insensitive worst.

Guidelines

Before the layoffs
Before any layoffs are made, consider a sequence of cost-cutting

measures throughout the company (ensuring that customers will
not be hurt by such measures). For example:

Before
the

layoffs

After
the

layoffs

During
the

layoffs

• Intensive planning and 
review of the business

• Honest communication 
throughout the time of 
the business review

• Incremental cost-cutting 
measures if the need is 
temporary (see below)

• Honest 
communication 
throughout the time 
of laying off

• “Stripping” a sub-
system if the need 
is permanent (see 
below)

• Check—PDSA (see 
below)

• Be sensitive to the 
needs and fears of the 
“survivors”

• Honest communication 
(see below)

Figure 9-23. Guidelines for layoffs.
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■ Furloughs for temporary and probationary employees
■ Reduced dividends to stockholders
■ Reduced salaries for top managers
■ Cutback in hours for staff jobs
■ Cutback in hours for all employees consistent with maintain-

ing plant or service delivery functions

During the layoff

An approach to downsizing that respects the integrity of the sys-
tem is what may be called stripping a subsystem. Your organization is
a system consisting of subsystems for developing and delivering var-
ious products or services. During a time of downsizing, there are two
basic choices:

■ Thinning the ranks of the organization, expecting those who
survive the layoff to regroup and provide the same output
with fewer workers.

■ Stripping a subsystem: removing a line of work—a product or
service—and laying off those whose work revolved around the
discontinued work.

There are problems with thinning the ranks. These are:

■ How do you select who gets laid off without indulging in
something like performance appraisal?

■ When management thins the ranks but expects the same
amount of output with fewer people, this is presumably based
on one or more of the following beliefs:

— People weren’t working very hard anyway.

— We have a specific plan for breakthrough improvements in
efficiency and productivity.

— It won’t really matter if our quality slips a little.
■ Thinning results in hurting the systems. There is the short-

term displacement of the regular workforce. Long-term harm
may result from chronic understaffing or overloading of the
workforce.

Stripping the subsystem

■ See Figure 9-24.
■ Look at your systems.
■ Select products or services that will be eliminated.
■ Strip that flow of work and the workforce attached to it.
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When stripping a subsystem:

■ Select the systems carefully, considering the history and pro-
jected future for this market.

■ Communicate with the customers of the services or products
to be eliminated. Help them identify alternatives.

The underlying principle here is to undertake the downsizing
while serving the customers and respecting the integrity of the sys-
tems and, at the same time, treating those who are laid off with sen-
sitivity and respect.

The best approach to layoffs is prevention. Get rid of short-term,
results-oriented, old-paradigm management. Pursue the principles of
quality enunciated by Deming and Ishikawa. This will go a long way
toward reducing the need for layoffs.

When all is said and done, layoffs, sometimes in massive num-
bers, may be inevitable and sometimes with short notice. In the end,
there are no good ways to lay people off, just better ways or worse
ways. Using performance appraisal is the worst way.

9. Fostering Communication between Employees and
Their Supervisors

Dealing with Some Myths

■ You don’t need performance appraisal to communicate. In
fact, performance appraisals are ordinarily so stilted and anx-
iety-ridden that they are the worst possible situation for com-
munication.

■ Performance appraisal ordinarily consists of two conferences
totaling approximately two hours of meeting time per year. If
this represents the main vehicle for communication between
boss and subordinate, there is a much bigger problem.
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Figure 9-24. Stripping a subsystem to eliminate the interactive steps of various
processes.The shaded areas represent lines to be eliminated and people to be laid off.
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Some Guidelines for Supervisor–Employee Communications

■ Two major obstacles to communication are attitude and style.
Managers need to learn to make nonjudgmental observations
or ask neutral questions. When managers blame, attack, or pa-
tronize, they guarantee that communication won’t take place.
Managers need to learn active listening skills and to teach oth-
ers how to listen (see Chapter 8). (For a good resource, see
Leader Effectiveness Training: The No-Lose Way to Release the Pro-
ductive Potential of People [Gordon, Thomas. NY: Bantam
Books, 1977].)

■ Regular, well-run team meetings are an indispensable form of
communication. Most managers’ meeting skills are primitive.
Gordon’s book is a good resource, as is The Team Handbook
(Scholtes, 1988).

■ Management by Wandering Around (MBWA) or Management
by Settin’ Around (MBSA) are in contrast to the open door pol-
icy, a timeworn management cliché. With the open door, an
employee may feel invited to approach the manager’s office,
but must have a sufficient reason for walking through the
open door.
With MBWA or MBSA, on the other hand, the employee needs
no reason because the boss is in the employee’s workspace. At
first, MBWA will be awkward. No one will know exactly how
to do it or what to expect. Eventually, however, it should be-
come more routine and conversation should occur casually.
The nuance added by MBSA is that the boss lingers a while,
observing what it’s like to perform a job, engaging in longer
conversations.

Focus Groups and Social Gatherings

Two other important ways through which to foster communica-
tion are focus groups and social gatherings. Focus groups are careful-
ly planned and facilitated meetings with employees, getting input
and feedback from them on specific selected topics.

Social gatherings include both planned and serendipitous infor-
mal get-togethers to create more diversity in the relationship. Many
managers have a cycle of breakfasts or lunches with their people. My
favorite small company president had a barber’s chair next to his of-
fice and gave free haircuts to his staff (see p. 118).

Summary

Communication is a matter of mentality and method. The meth-
ods should be multiple and varied. But the methods won’t work if the
manager seeking communication inspires fear and is patronizing. (See
the sidebar APOP later in this chapter.)
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10. Creating a Paper Trail That Will Serve as a
Defense against Suits for Wrongful Dismissal or Other
Perceived Unfair Treatment

Dealing with Some Myths

■ Performance appraisal is an illusion of objectivity. The illusion
is easily undone in court.

■ Some attorneys who defend their companies from wrongful
dismissal charges have said privately that for every case they
win with performance appraisal records, they lose three or
four because of those records.

■ An attorney who specializes in representing individuals who
claim unfair treatment has said he would rather bring suit
against companies that use performance appraisal records in
their defense. He claims it is a virtual certainty that he will
find inconsistency and irrationality in such records.

Some Guidelines for Protecting against Lawsuits

■ Work on the environment of distrust in which employees con-
clude they are treated unfairly, or in which communications are
not straightforward. Work where decisions are seen as inacces-
sible and arbitrary. Using data and logic, plan for slower turn-
ing cycles for such activities as promotion and layoffs, rather
than making impetuous, quick decisions.

■ People are resentful when they feel that they weren’t given a
fair opportunity to be considered or that the best candidate
was passed over. People resent even the appearance of fa-
voritism or capriciousness in the promotion process.

■ Claims of unfair treatment are usually leveled at the point
when one person is promoted. But the problem occurs and
can only be resolved long before the promotion, in the suc-
cession planning stage.

■ Perhaps you might use performance appraisal—written stan-
dards of expected work—as a temporary intervention with an
employee whose work is outstandingly poor (see “Outstanding
Performers”). Performance appraisal thus becomes like a brace
on a weakened member, not a brace where there is no need for
artificial support. The documentation of performance appraisal
may then be used to demonstrate an extraordinary effort to re-
move any possible ambiguity regarding short-term expectations
for a specific employee whose work performance is troublesome.
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11. Conforming to Regulatory Requirements

Dealing with Some Myths

Those under regulatory requirements frequently suffer from two
illusions:

■ That the regulatory agency will never change (“You can’t fight
City Hall!”).

■ That there is no flexibility in the modes of compliance.

Neither of these is usually true.

Guidelines for Dealing with Regulatory Requirements

■ Those regulatory agencies that require performance appraisal are
suppliers. They supply policy. In this case, they are supplying a
dysfunctional policy. Get together with others whom the sup-
plier regulates and help the supplier to supply a more workable
policy.

■ Work with the regulator to allow your organization to be an
exception or an experiment.

■ Study the regulation to discover what is the minimum re-
quired to remain in conformance with the policy. Do the lit-
eral minimum and do not volunteer a millimeter more than
that.

■ Thus having satisfied the letter of the regulation, study the
spirit of the regulation. Ordinarily those who require perfor-
mance appraisal have good reasons for such a policy. They ex-
pect some good to occur or some evil to be avoided. Find ways
to accomplish these intentions in a better way without per-
formance appraisal. This is simply applying the concept of de-
bundling to the needs of the regulator.

12. Motivating Employees

Following is a summary of points made elsewhere in this book. (See
Chapters 2, 5, and 8, and the Introduction to this chapter.)

Dealing with Some Myths

■ It is a management conceit to believe that one can motivate
others. Managers can demotivate, but not motivate
(Herzberg).

■ The carrot and stick approach was developed for use with jack-
asses, and its legitimate use is limited to that species.
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APOP
Parkview Medical Center is located in Pueblo, Colorado. In 1989 the former president of Parkview

proposed that the hospital learn a new approach to quality based on the teachings of Dr. Deming. Sub-
sequently, a team was formed to develop a new approach to performance appraisal.

Like all hospitals, Parkview needed to be licensed by an accrediting agency. JCAHO, the Joint Com-
mittee on Accrediting Hospital Organizations, had the authority to grant or withhold a license. The Joint
Commission, as a regulatory body, required performance appraisals of its licensees. The team within
Parkview was aware of this requirement from JCAHO. What the letter of the requirement demanded
was an annual meeting between bosses and subordinates and a paper-trail record of that meeting.

The Parkview team also recalled that Dr. Deming suggested that, at least once per year, each
leader should sit down and spend significant time with each employee reporting to him or her.

The Parkview team thus devised what they at first jokingly called the APOP process. APOP was an
acronym for “annual piece of paper.” The name stuck. The APOP was literally an agenda for an annual dis-
cussion. As each discussion item was completed, the item would be checked off. When all the items were
covered the supervisor and subordinate would each sign the agenda sheet and the APOP would be put
in the files, ready for inspection by a JCAHO inspector.

The piece of paper may have reflected the demands of JCAHO, but the content and process re-
flected the needs and values of the leaders of Parkview. It is a nonjudgmental, informal, and informative
conversation. Supervisors received a lot of training in how to approach and conduct this kind of dia-
logue. The results?

■ Leaders and employees alike prefer APOP much more than the previous rating and ranking pro-
cedure.

■ APOP has become the focal point of a leadership training process.
■ APOP and its methods represent how communication now routinely takes place.

The APOP approach emphasizes active listening and problem-solving skills. It incorporates an attitude
of mutual trust and respect. Nothing patronizing. Simply peers working things out together.

The APOP agenda in a check-off form

1. Review the job description with the employee and make any changes or adjustments:
■ To assure that the major processes are still the same
■ To provide an opportunity for the employee to think in terms of processes and how those

processes support the mission and vision of the Center

2. What barriers to pride of work is the employee experiencing?
■ This is the the heart of APOP.
■ Managers use open-ended questions and are coached on possible responses to any barriers

that may be raised.

3. Process improvement.
■ Discuss past and current efforts.
■ Provide an opportunity for the employee to boast.
■ If useful, use it as an opportunity to coach and identify training needs.

4. Identify learning needs and learning objectives.
■ Try to have a learning plan in place.

5. Anything else.

This information is adapted from a videotaped interview of Dorothy Gill of the Parkview Medical Center.
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■ People start out motivated. It is legitimate to discover what hap-
pened to that original, intrinsic motivation.

■ To believe that pay motivates is to believe, quite cynically, that
people reserve a certain amount of effort to be left unused until
it is bribed out of them.

■ Imagine that beginning next Monday, you will be paid twice
what you are now paid. Will you work any more effectively?
(No, though you may be happier … for a while.)

Some Guidelines Regarding Motivation

■ If employees are unmotivated, investigate what happened or
is happening to demotivate them.

— Are the demotivators personal or on-the-job?

— Are they transitory? Chronic?

— If they are personal, what can the organization do to help
the employee through this rough time?

— If there are on-the-job demotivators, what are they and
what can the company do about them?

DISMANTLING PERFORMANCE APPRAISAL:
DECISION TREES

The decision trees described in this section are based on the path sev-
eral companies have followed when seeking to dismantle perfor-
mance appraisal. What is described here, therefore, is real, not spec-
ulative. It is a composite. Several different companies contributed to
this, each focusing on issues more uniquely relevant to it. All the var-
ious organizations, however, struggled with many of these questions.

Therefore, if the leaders of your company plan to embark on this
effort, you will probably need to adapt this format to your own needs.
Some suggestions:

1. Do not too easily skip an item that seems at first to be irrel-
evant. Struggle with it a little. Make sure you are skipping the
item because it is irrelevant, not simply because it is contro-
versial.

2. It is a good idea to have an outside party act as a facilitator
for these sessions, a neutral third party with some skills in
group process. An outsider can help you discuss the undis-
cussables. (For a discussion of the undiscussables, see Ryan &
Oestreich, 1991.)
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3. Take each item seriously. Agree in advance that once a deci-
sion is made there is no going back. Treat each question as a
bridge to cross. There must be consensus on the answer. No
one may be left on the other side. Once the bridge is
crossed—once the question is answered—burn the bridge.

4. One of the jobs of the facilitator is to make sure that there is
true consensus. Everyone must understand the question, the
answer agreed upon, and the implications of the answer.

I. Starting Questions

356 CHAPTER 9

Peterbilt Wisconsin

Peterbilt is a well-known brand of heavy-duty trucks. Peterbilt Wis-
consin doesn’t make the trucks, but sells, repairs, services, finances, and
leases them. The company also does body work and sells parts and used
trucks. It operates out of several locations in Wisconsin and Illinois.

In 1992, with the assistance of Britt Hall, a consultant and a faculty
member at Waukesha County Technical College, Peterbilt Wisconsin started
on its effort to transform itself, applying Dr. Deming’s philosophy. Since 1992
Peterbilt Wisconsin has taken on such practices as these, all of them uncon-
ventional by trucking industry standards:

■ Stopping the use of performance appraisal
■ Moving away from commissions and devising a new compensation

policy not based on merit pay, quotas, or incentives
■ Issuing financial statements in the form of a control chart, display-

ing variation and allowing the determination of common cause or
special cause variation

Peterbilt Wisconsin had the added challenge of trying to help the old
conventional policies evolve in an organization that was geographically dis-
persed, with each separate organization having its own history and tradi-
tions. This required a longer, more difficult consensus-building process—
evolutionary rather than revolutionary.

The decision-tree process described on these pages was based part-
ly on the process used by Peterbilt’s leaders.

What is our 
purpose in 

changing this 
policy?

What will be the 
indicators that we 

are succeeding and 
that it is making 

progress?

By what 
processes will 

we monitor this 
effort?

How will it be:
• Led?
• Managed?
• Adjusted?
• Standardized?
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II. Reconsidering Performance Appraisal and Pay
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Are we sufficiently 
dissatisfied with 

performance appraisal to 
change it?

Do we agree that whatever 
we do with performance 

appraisal, the status quo is 
not an option?

Are we willing to eliminate 
the annual rating and 

ranking exercise?

Are we willing to 
separate pay from 

performance?

Yes

Yes

Yes

Do other things and wait until you are ready.

Other things to do:
• Study the new philosophy
• Change the way you think
• Understand the system of profound 

knowledge
• Begin to establish measurement systems 

(recurring processes)
– For measuring the characteristics of 

quality that are important to the 
customers

– For measuring the indicators of your 
process that tell you if things are OK 
and in control

• Learn how to use data to understand your 
systems and make improvements

• Institute recurring processes for listening 
to your people

No

No

No

No

Are we willing 
to eliminate 
“merit pay”?

Are we willing 
to eliminate 

commissions?

AAAA
AAAA
AAAAWhat will be our 

basis for pay
(long-term goal)?

Yes

Are we willing 
to eliminate 

piecework or 
quota-base pay?

YesNo No

No

1

2

3

4

5a 5b 5c

6Yes Yes
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Do other 
things and 

wait until you 
are ready.

AAAA
AAAA
AAAAWhat will be our 

basis for pay 
(long-term goal)?

Market 
rate?

Seniority 
or tenure?

Profit 
sharing?

Other?

How will market 
rate be 

determined 
(using what 

“comparables”)?

What are the 
increments of 

seniority? (every 
yr? 2 yrs? 5 yrs? 

10 yrs? etc.)

For all 
em-

ployees
?

For 
some 
em-

ployees
?

Does any “other” 
basis for pay require

 a judgment regarding 
an individual’s 
competence?

How will the 
search of the 

market be 
conducted?

By 
whom?

With what 
method?

How is the 
increment of 

seniority 
included in pay?

Divided 
by % of 

pay?

Divided 
into 

equal 
portions?

Divided 
in a 

combi-
nation 
of % 

and flat 
amount?

At what 
percentile of the 
market will you 
target your pay? 

(average? top 
25%? etc.)

What will you do 
with employees 
whose current 

salary is:

Above 
market

Below 
market

Does this 
judgment 
resemble 

performance 
appraisal?

Yes

No

Yes Yes Yes Yes

Yes

We 
aren’t 
sure

How do we 
assure that we 

are not 
rewarding 

someone for 
being lucky?

Yes

6

7 8 9 10

7a

7b

7c

7d

8a

8b

9a

9b

10a

10b

10c

How will we pay 
people next 
year? (An 

interim policy 
and plan.)

Will they be 
guaranteed 

whatever they 
were paid last 

year?

Will they also 
get a seniority 

increment?

Will they also 
get profit 
sharing?

11

11a 11b 11c

Interim policy
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III. Reconsidering Formal, Structured Annual Meetings between a
Manager and Those Individuals Who Report to Him or Her
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Shall we continue to 
have regular structured 
meetings between boss 

and subordinate?

What is the purpose of 
such a meeting? Is there a 
better way to accomplish 

this purpose?

What better alternatives can 
be in place to create 

opportunities for 
communication between boss 

and subordinate?

What will be the 
frequency and agenda 

of such meetings?

How will we separate 
pay decisions from 

these meetings?

Will this meeting 
involve personal 

judgment, rating, or 
ranking of the 

individual employee?

Yes No

No No
No

Yes

Do other 
things and 

wait until you 
are ready.

Yes
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SUMMARY

Western management has co-conspired to accept the practice of
performance appraisal (aka performance evaluation, performance
review, or performance management) as a useful exercise. Corporate
headquarters, regulatory agencies, elected officials, HR managers,
and CEOs have enacted policies that require others to practice
performance appraisal even when those others upon whom they
impose performance appraisal disagree with the practice. A large
proportion of managers and employees dislike performance
appraisal (see The Wall Street Journal article of November 19, 1996 by
Timothy Schellhardt). More than 90 percent of appraisal systems are
unsuccessful. Yet managers are required to continue practicing this
unsuccessful policy.

A common belief among CEOs and HR practitioners is that
performance appraisal is a good thing to do, we just have to design
the right way to do it. There is a large, thriving industry among
consultants who are willing to teach managers the “right way” to do
performance appraisal. We change the name from performance
evaluation to performance management or from performance
appraisal to coaching and counseling. We change the rating scale
from five points to three points or from four points to four
descriptive phrases. We introduce 360° evaluation and other fads.
They are all variations on the same theme, a different tune played
on the same old triangle.

What I have proposed in this chapter is that there is no right
way to do performance appraisal. Performance appraisal is
inherently the wrong thing to do. It is derived from the most
inhumane instincts of people and it hurts both those who are
evaluated and, in the long run, those who evaluate. It provides no
demonstrable benefit to the organization or its customers.

Those who would insist on practicing performance appraisal
must accept the burden of proving that, first, it does no harm and,
second, it makes a demonstrable, conclusive, positive contribution.

360
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CHAPTER NINE ACTIVITIES

Discuss the following questions with your management group.

1. The following is a story, in its entirety, from The Wall Street Journal.

Odds and Ends

Continental Airlines came in
dead last in the on-time perfor-
mance for June even though it
had offered employees every-
thing from cash to pizza to fin-
ish first in the Department of
Transportation monthly rank-
ings.

The Wall Street Journal

August 18, 1995

What assumptions does Continental make?

361
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Below is a story from Gannett News Service, dated November 10, 1996.

On-time competition: TWA won’t 
be waiting for anyone anymore

2. What observations do you have about TWA’s approach?

GANNETT NEWS SERVICE
The next time you need to catch a 

connecting flight on TWA, better 
hope you’re not late.

TWA is one of several major 
airlines trying to climb higher in the 
Department of Transportation’s 
monthly ranking of on-time flights. 
To do that, TWA is no longer holding 
connecting flights for passengers on 
other TWA flights that are behind 
schedule. It wants 85 percent of its 
flights to arrive on time. 

“Except for the last flights in the 
evening, we will not hold planes for  
connections,” TWA spokesman John 
McDonald says.

TWA is already seeing improve-
ment. In September, 75.6 percent of 
its flights arrived on time, compared 
with an average of 66 percent last 
summer. TWA says it will reward 
every employee with a $65 check for 
each month TWA makes the top five 
in the DOT’s ranking. Employees 
will get $100 if it’s No. 1. 

TWA’s incentive plan is modeled 
on one Continental Airlines 
launched in 1995 that helped it 
move from last to a consistent place 
among the top five.

What others are doing:
• United Airlines is boarding 5 

minutes earlier. Passengers get 30 
minutes to board narrow-body 
planes and 40 minutes for wide-
bodies. United says the change, 
which began Oct. 1, has already cut 
delays 15 percent.

United also plans to link on-time 
performance to bonuses for 600 mid-
to high-level executives; it’s adding 
more mechanics to cut down on 
mechanical delays, and it’s set aside 
two jets, a 757 and 737, as spares to 
bring its total spare jets up to nine.

• Delta Air Lines now boards 
coach passengers in the back rows  
ahead of those in the front rows. And 
it no longer makes a special 
boarding announcement for disabled 
and elderly passengers. Instead, 
gate agents identify people that need 
help and assist those who ask. Delta 
also is strictly enforcing boarding 
procedures.

“We were too nice and didn’t 
enforce boarding rules. It was chaos 
with everyone trying to get on at 
once,” Delta spokesman Bill Berry  
says. Delta’s goal: to break into the 
top five in the DOT’s ranking.

• Alaska Airlines, which saw only 
50.9 percent of its flights arrive on 
time in August, has sped up its 
boarding procedures. It’s boarding 
passengers in rows of five instead of 
10 or more.

schlts09-10-12.qxd  8/20/01  8:42 AM  Page 362



Performance without  Appraisal 363

3. What about United’s approach?

4. What about Delta’s approach?

5. What about Alaska’s approach?

6. Why do companies such as these resort to incentives in order to bring about
improvement?

7. What are the reasons why incentives may not be a good approach?
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8. Deming has said:
■ “Everyone is doing his best.”
■ “We’re being ruined by best efforts.”

What does he mean?

9. What are the differences between the following?

A. Performance evaluation

B. Performance appraisal

C. Performance review

D. Performance management

E. Performance feedback

Are they different tunes on the same triangle? Explain why or why not.

10. How do employees get feedback if not through performance evaluation?
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Policy checklist
Use this checklist to review your performance appraisal policy or any other

employee policy. The purpose is to stimulate a discussion, not arrive at a number.

Performance without  Appraisal 365

Satisfy the external
customer

Satisfy the external
customer

1. This policy seems to focus more 
on:

Improving or 
controlling
individual 
behavior

Improving or 
controlling the 

system and 
processes

1       2       3       4       5       6

Not 
Applicable

2. This policy is consistent 
with:

Short-term 
thinking, quick 

rewards

Long-term 
thinking, slow, 
steady growth 
and survival

1       2       3       4       5       6

3. This policy focuses 
on:

Better results 
regardless of 

methods

Better
methods to 

achieve
 results

1       2       3       4       5       6

4. This policy seeks 
to:

Only satisfy needs 
internal to the 
organization

1       2       3       4       5       6

5. This policy aims 
at:

Motivating
individuals

Removing those 
conditions which 

demotivate 
people

1       2       3       4       5       6

Satisfy the 
external 
customer

1. This policy seems to focus more on:

2. This policy is consistent with:

3. This policy focuses on:

4. This policy seeks to:

5. This policy aims at:
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Gives everyone in 
the organization a 
share in the credit

Gives everyone in 
the organization a 
share in the credit

6. This policy is based on a premise 
of:

Protecting the 
organization from 

untrustworthy 
employees

Treating all 
employees with 

trust and 
respect

1       2       3       4       5       6

Not 
Applicable

7. This policy has rewards or gives recognition 
which:

Gives credit to 
a few (or one)
for the entire

 result

1       2       3       4       5       6

8. This policy—explicitly or 
implicitly—encourages:

A perspective 
of personal and 

individual
performance

A perspective 
of team

and system
performance

1       2       3       4       5       6

Weaknesses of the 
policy:

Strengths of the 
policy:

Gives 
everyone a share 

in the credit

366 CHAPTER 9

6. This policy is based on the premise of:

7. This policy has rewards or gives recognition which:

8. This policy—explicitly or implicitly—encourages:
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INTRODUCTION: WHAT IS LEADERSHIP?

Over the past 35 or so years, I have read hundreds of books and arti-
cles about leadership and written a few myself. Even more useful to me
and my learning about leadership, I have known and worked with over
a thousand leaders.

Some of the leaders I have observed and known were wonderful:
respectful of their people, knowledgeable about their business, dedi-
cated to their customers, and men and women who conveyed a clear
sense of direction and focus. These leaders have been a joy to work
with.

And then there are the others. They might be described as dis-
mal. What separates these two ends of the continuum? What distin-
guishes the wonderful from the dismal? Based mostly on my experi-
ence, I believe the following characteristics make the difference.

Creating and Communicating Meaning

Wonderful leaders leave no doubt in their people’s minds about what
it is important to do. Everyone knows why the organization exists,
what it does, where it is headed, and what the important things are to
do now.

Dismal leaders are aimless and, therefore, so are their people.
Dismal leaders then blame the people for their aimlessness.

External Focus

Wonderful leaders look for purpose outside of their organizations. They
are committed to customers. For them the organization exists in order
to serve customers, not stockholders, not boards, not policy makers—
customers. It is the customers who get to decide whether the organi-
zation is doing well or poorly. Wonderful leaders develop a workforce
committed to the outside: to pleasing the customers. The dismal leader
looks inwardly: internal self-aggrandizing measures, bottom lines, and
MBOs. Employees of the dismal are also surrounded by measures that
encourage them to compare themselves to each other and compete
with each other. Dismal managers want their employees to compete
with each other in order to please management.

370

Dismal

The word dismal comes from two Latin words meaning bad day. Dis-
mal leaders are leaders who create bad days for their people.
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Genuine Caring about People

Wonderful managers are drawn to people, enjoy the diversity that
people represent, care about people, and want to know their stories.

Dismal managers tend to see people as an untrustworthy nui-
sance or a threat, a necessary expedient and an expendable commod-
ity. Two dismal managers are the unredeemed Ebenezer Scrooge and
the unrepentant Chainsaw Dunlap.

Awareness of the Larger Context

Wonderful leaders understand, and help their people understand, the
larger contexts within which they work. This is systems thinking. They
have developed a finely tuned sense of cross-purposes, of one system
or one part of the system at odds with another. Wonderful leaders
have an instinct for alignment and synchronicity. While they under-
stand ambiguity and know how to lead their organization through it,
wonderful leaders don’t try to turn ambiguity into a virtue.

For dismal leaders, chaos is commonplace. Work is viewed one iso-
lated event at a time. Cross purposes abound. A sense of context doesn’t
exist. Parts of the organization are pitted against each other. Individuals
compete for scarce rewards. Fellow employees are adversaries.

Clear, Honest Communication

Wonderful leaders tell the truth to their people, their customers, their
suppliers, their stockholders, and others who care about the organiza-
tion. The spin doctors and hype masters are not given access to the
leader’s communications. Wonderful leaders speak plainly.

Leadership into the Next Millennium 371

Chainsaw Dunlap

When Albert Dunlap is hired as the CEO of a troubled company, the
stock goes up and morale plummets. Dunlap, whose sobriquet is “Chain-
saw,” was hired by Scott Paper Company. Dunlap proceeded to sell off sub-
sidiaries of Scott, shut down operations that he deemed unimprovable, lay
off 11,000 employees, and sell what was left to Kimberly Clark. There is no
more Scott Paper. Dunlap, in a fit of hyperbole, boasted that “Scott Paper
Company never had a better year.” Dunlap, of course was remunerated
generously for his grave-digging approach to what he called “turning the
company around.” He moved on from Scott to Sunbeam Electric, where
stockholders were delighted and employees updated their resumes.
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Dismal leaders’ messages can’t be trusted. They exaggerate the
good news, cover up the bad news, and indulge in double talk and
management babble. They use empty phrases like empower, reengi-
neering, high-performance, accountability, and self-directed. Dismal
leaders sound like a Dilbert cartoon.

What Is Leadership?

There is no formula for leadership. Leadership consists of more than
the approaches, capabilities, and attributes talked about in books such
as this.

Leadership is the presence and spirit of the individual who leads
and the relationship created with those who are led. Good leadership
accommodates the needs and values of those who need to be led.
Good leadership takes into account the skills and capabilities of those
with whom the leader shares leadership. Good leadership adapts to
the purpose and future needs of the organization. Leadership is an art,
an inner journey, a network of relationships, a mastery of methods,
and much, much more. And because we cannot expect any single
heroic individual to possess all these traits, leadership, ultimately,
must be a system.

LEADERS OF SYSTEMS

The leader of the next decade, and probably the next century and mil-
lennium as well, must understand systems and let the awareness of sys-
tems inform every plan and decision.
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Speaking Plainly … about Gemba?

On the one hand, you are urged to speak plainly. On the other hand,
a chapter of this book talks about Gemba and elsewhere you can read
about common cause and special cause variation. Why are these any more
acceptable than empowerment or high-performance? Here is my rationale:

■ I use unconventional terms when I think it is important to draw
attention to the concept. For me there is a difference between
hype and specific differentiation.

■ I use unconventional words when there is content and substance
behind them. Behind common and special cause is a well-estab-
lished, specific explanation of something real (i.e., variation). Be-
hind empowerment and accountability is mostly meaningless,
empty babble.
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Leading systems involves leading purpose, leading technology,
leading relationships, leading teamwork and community, leading in-
teractions, and leading a system of leadership.

Leading Purpose

Organizations have a continuous need for a sense of purpose and vision.
Caught up in the daily absurdities, we need to be reminded of why we are
out here doing what we are doing. We need a means of determining
whether what we are doing as individuals has any relevance to the greater
good. This is a quintessential leadership role, to give people a reason to
persist and a direction toward which to persist.

Leading Technology

By technology we are referring to the expertise necessary to run the
business and keep current on innovations that will change the way
work is done. This is not just equipment technology or computer
technology, but the whole range of knowledge and know-how that we
collectively need to acquire in order to survive and thrive.

It is obviously impossible for individual leaders to gain all this
new knowledge, know-how, and technological skill. Leaders lead the
establishing and maintaining of systems that keep the organization as
a whole knowledgeable of current and upcoming technology, and ca-
pable in its use. A leader needs to know which technology he or she
personally needs to master, and which information he or she person-
ally needs to understand.

Leading Relationships, Teamwork, and Community

An organization is a social entity. Look back on your years in school.
The important moments were not limited to the processes of learning
the subject matter. Equally important were the friendships, learning
how to relate to others. Similarly, there is more to the workplace than
work. Socialization in the workplace can be treated as taboo, as a
detriment to work. We have known for a long time that human in-
teraction improves work life, making the job a source of support and
healing. But interaction also improves work, quality, and productivity.

When given a clear purpose and proper methods, teams of peo-
ple will work together in pursuit of something that they could not at-
tain individually.

Leaders need to believe in the benefits of human interaction, so-
cialization, and teamwork. The company or organization would be
better off if it were like a community: a community with a shared pur-
pose and vision, with collaborative efforts, a commonwealth of learn-
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ing. Leaders can promote this and relate to people in ways that sup-
port such values. Leaders can do immeasurable good in creating an at-
mosphere of pride and joy in the workplace. They can also do im-
measurable harm by being indifferent, cynical, and negative toward
their people.

Leading Interactions

There are not only human and social interactions in the enterprise.
There are also organizational interactions. We discussed earlier the in-
teractive and interdependent flow of work as it moves from one ac-
tivity, step, process, phase, or subsystem to another (Chapter 3).
Everyone in your organization is engaged in work that is affected by
the work of others and in turn affects the work of others. Leaders must
insist that the barriers be torn down and that collaborative, interde-
pendent relationships be developed and maintained. How a leader
meets with people, assigns activities, approaches planning, and en-
gages people in solving problems can either reinforce the isolation be-
tween them or create healthy collaboration.

Leading a System of Leadership

The word leadership usually conjures up pictures of individuals in po-
sitions of authority: the hierarchical view of leadership. But leadership
is also a system and a process. Leading takes place in many different
ways. It is the job of the leader to see to it that leading occurs. It is proba-
bly more important for the leader to do this than to lead by himself
or herself. In fact, it is the only way that leaders can successfully ac-
complish all the functions of leadership discussed in this chapter.
Leaders set up an organizational environment and systems of support
in which various people at various times are free to take on leadership
functions and run with them.

A Flat Organizational System

I am not referring here to flatness by fiat whereby an executive de-
clares, “Let there be flatness” and removes layers of the hierarchy.
Flatness must be earned the hard way. When your organization has
virtually eliminated waste and created efficient, smooth, uncluttered
flows of work, you can then create flatness. Many middle managers
are for the most part expediters or troubleshooters: the scrapers of
burnt toast. These positions will become unnecessary as a result of
your hard work.
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The flat organization creates a human problem in your organi-
zation: the flat-organization dilemma. You have employees who want
to be promoted, to take on a position of leadership and make a better
salary. Yet you have created fewer positions into which these people
can be promoted. If a flat-organization system is not created, these peo-
ple will go to less efficient organizations where they can make more
money by being promoted into positions that your organization no
longer needs.

The flat-organization system needs to address pay issues by al-
lowing people salary increases without promotion in the hierarchy.
The flat-organization system needs to deal with leadership issues by
providing people with opportunities to take leadership without being
promoted in the hierarchy.

A more fluid sense of leadership, ad hoc assignments, rotating
leadership teams, allowing people to pick up a function and run with
it: These are perhaps the characteristics of flat-organization systems.

In a flat organization I see a greater role for some seniority-based
pay—a notion that seems repugnant to many contemporary man-
agers. “If we pay according to seniority,” they object, “we will be re-
warding dead wood.” Don’t reward anyone, give just remuneration.
Don’t confuse performance issues with pay issues.

In Japan, seniority is a major factor in determining pay for many
companies. They seem to be doing okay. However the issue of pay is de-
cided, a flat organization will require us to rethink leadership with sys-
tems-oriented approaches.

THE FOOTPRINTS OF LEADERSHIP

The concept of leadership as a system allows us a second perspective on
leadership. Before, we concluded that leadership is what leaders do. We
can now also conclude that where leadership functions take place, there
we will find leaders. We can learn leadership by studying leaders. We can
also identify that there are leaders by finding their footprints in the or-
ganization, looking for leaders where leadership occurs. Therefore, see
how the following occur in your organization, and then infer where and
who the leaders are.

Where Meaning Is Created, Leadership Occurs

Through their actions or questions, people can reduce ambiguity and
create clear focus. Where in your organization does meaning, pur-
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pose, vision, and focus get developed and articulated? The need for
meaning is continuous and must occur at all levels and apply to the
larger-scale, longer-term purposes as well as those of narrower scope
and more immediate concern. Who are the meaning-givers, the am-
biguity-removers, the articulators of direction and focus?

Where Systems Are Developed, Leadership Occurs

There is a need to identify the sequence, the points of interaction and
interdependence, and the larger contexts of work. There is a need to
align the effort so that no part is working at cross-purposes with an-
other part or with the whole. This need applies to huge organization-
al efforts as well as small tasks. Where the interactive flow is devel-
oped, described, and improved, leadership occurs.

Where Relationships Are Formed and Sustained,
Leadership Occurs

Who is building the bridges between previously disparate, perhaps
even adversarial, groups? Who is creating channels of communication
and connectedness? Who is doing the hard daily work of building
trust? Who promotes everyday civilities and politeness? Who sees the
isolated individuals and includes them? Who helps the organization
see the value of diversity and the pathology of exclusivity and harass-
ment? Who creates community at work? These are also your leaders.

Where Technology Is Current, Leadership Occurs

The technology may address electronics, mechanics, learning, com-
munication, the methodology of improvement, or any new knowl-
edge or know-how. When and where your organization is kept current
on such developments, leadership is occurring.

All these leadership functions and those who perform them will
benefit if these efforts are not haphazard but the output of well-designed,
smoothly functioning systems. The spontaneous and serendipitous activ-
ities can continue. A system, however, will incorporate the methods and
gains into the everyday routines of the organization.

A KIND WORD ABOUT LEADERS

The settling of the American West seems to have been a defining mo-
ment in our culture and tradition. Courageous people and their lead-
ers left what was familiar and predictable and went forward into the
unexpected, facing adversity and peril.
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With the advantage of hindsight we can identify better methods,
routes, equipment, and needed skills. But the pioneers did their best
given what they knew. They persisted and they succeeded.

After All, We Have Been Successful

Much the same can be said of the American manager. We have the
benefit of hindsight, gained mostly by learning from the experience
of our predecessors. For all we see about management that we wish
were better, and there is much, we must acknowledge that Western
management during the past 150 years has been spectacularly suc-
cessful.

In this book we are presenting what we consider to be a pro-
foundly different and dramatically better approach to leadership. But
the old way wasn’t all that bad. This may explain why changing is so
difficult for so many. There is not all that much wrong with the old
way, except that 50 years ago a better way came along.

Today’s Leaders Must Move against Contrary Tides

There is much at work in our world that makes it hard for today’s
leaders to adopt this new philosophy. There is little to make it easy.

This transformation is a challenge all by itself, but today’s exec-
utives must deal with Wall Street analysts, financial institutions,
shareholders, government regulators, suppliers, and even customers
who by and large don’t understand this new philosophy or care about
it.

When the value of stock is driven by short-term profits, it is very
difficult for top executives to promote long-term thinking. The top
executives, therefore, and those who work with short-term-thinking
outsiders, must work within both sets of beliefs. They are truly stand-
ing at transformation’s threshold and they must be functional in both
philosophies, a monumental challenge.

Leaders Lead the Dancing When
the Band Is from Neptune

We know how to dance the old dance. We all
grew up in traditional organizations with
conventional leader and role models. Now
the music has changed. We don’t know the
new steps and there are no footprints on the
floor.
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The most sincere, earnest, knowledgeable leader will have a tough
time with this new philosophy and these new methods. Those who fol-
low must be patient, slow to judge and quick to forgive. The dance is
new and those who lead will inevitably step on the toes of those who
are led.

So the old way wasn’t all that bad and the new way is difficult to
master. The generation that understandably takes pride in their capa-
bilities and accomplishments, the talent and hard work that got them
where they are, must now come to grips with the need to change how
they lead. They got to the top and a message arrived saying: Much of
what you know and do is outdated. Welcome to leadership!

Today’s leaders deserve all the support we can give them. Even
then, the job is overwhelming.

HEALING WORKPLACES AND
LEARNING WORKPLACES

At one point in my life I had to choose between one of two careers:
(1) to specialize in being a psychology-oriented therapist and coun-
selor and (2) the one I chose—to specialize in organization develop-
ment. The primary basis for my decision was this: When people were

378 CHAPTER 10

Learning to Dance at Ford

On February 10, 1982, Donald Petersen, CEO of Ford Motor Company, addressed Ford’s
most senior executives with these words.

…As I was thinking about this meeting, it struck me strongly that you are the ones who
are going to decide whether we are really successful in making a dramatic change in how we
do business. You are the ones … . It can be very difficult to make significant changes, especially
when you have been in the habit of doing things differently for decades, and especially when
the very success that brought you to the positions you now hold was rooted in doing some things,
frankly, the wrong way. It is going to be hard for you to accept that—that you were promoted for
the wrong reasons a time or two. [Italics mine. (PRS)]

I seriously suggest that you give that some heartfelt thought as to whether you really un-
derstand what we are talking about. I had the experience in January at our Management Re-
view, that most people in the room thought I was talking about something so elementary that
we, of course, already do it in the Ford Motor Company. They could not understand why I
was talking about it. It left me with the sense that many of us still do not understand what
we are really trying to change. So I urge you to ask yourselves, do you really understand what
it is we are trying to change….

Cited in Scherkenbach (1986).
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experiencing tough times in their lives most of them continued to go
to their jobs every day. I observed that their experience at work was,
for some, a source of healing and, for others, a source of the problem.
Some found that doing work that they were proud of and that bene-
fited others combined with a network of supportive colleagues was
more therapeutic than anything I could offer in one hour a week of
counseling. Others would leave my counseling session and return to
a workplace where there was so little support and so much stress,
where they felt so little pride in their work, that the benefit of the
therapy session was vitiated by the craziness of the job.

I decided that the better opportunity was to help people through
difficult times by helping to create workplaces that provide help and
healing.

Add to this the notion introduced by Dr. Deming and developed
by writers such as Peter Senge that we can have a workplace where the
worker doesn’t just check most of his or her real and satisfying life at
the door, picking it up on the way out. Now we can imagine a work-
place where people can live their lives as people, not as mere func-
tionaries and valued assets. Let us, therefore, briefly look at crazy-
making, healing, and learning, and how leaders can lead healing and
learning.

Crazymakers in the Workplace

These are eight commonplace, dehumanizing realities in our organi-
zations, management interventions that create dissonance and dis-
integration in the community of workers.

1. Policies that force competition around a contrived scarcity.

■ Performance appraisal with forced ranking
■ Merit pay
■ Employee of the Month (year, decade, century, or millenni-

um)

2. Policies of distrust and disloyalty

■ For example, Falk Gear’s old bereavement policy concluded
with, “You may be required by the personnel department to
furnish proof of death and proof of relationship” (see Chapter
9).

■ Disloyalty to the employee demonstrated by downsizing (see
Chapter 5).

3. Dysfunctional systems combined with a culprit mentality

■ See Figure 10-1 for a picture of this crazymaker.
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4. Paternalistic relationships

Parent figure Child figure

■ Domineering Expecting ■ Subordinate
■ Judging others to be: ■ Apologetic
■ Controlling ■ Compliant
■ Blaming ■ Acquiescent
■ Giving motivation ■ Needing motivation
■ Empowering ■ Needing empowerment
■ See Chapters 2 and 9.

5. Narcissism, arrogance, and greed

■ “We are the definition of what is good to do. If it is any good,
we invented it. If we didn’t invent it, it isn’t any good.”

■ We (management) are wiser than:
— The employees
— Other departments
— The customers
— The clients, patients, recipients of services
— The competition
— The community around us
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In management, the
first concern of the
company is the hap-
piness of the people
connected with it. If
the people do not
feel happy and can-
not be made happy,
that company does
not deserve to exist.

—Kaoru Ishikawa
(1981)

MethodsPeople

Goal

When failures occur here …

Blame is attributed here

Figure 10-1. Blaming individuals for dysfunctional systems.
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■ Profit (or cost reduction) is the most important measure of
success.

■ Ultimately our only meaningful purpose is to satisfy the
needs of those who own or manage the organization.

■ Business is part dog eat dog and part honor among thieves.
■ See “Skeuomorph” on page 132.

6. Employees as objects of utility
■ Employees are an expense and we should seek to reduce our

dependence on them. They are commodities, interchangeable
parts that we should discard and replace when they show
signs of wear.

■ No opportunity to grow and improve.

7. Pathological loyalty: teamwork gone bad
■ Groupthink: unquestioned allegiance to the group’s process

and output.
■ The word teamwork is used interchangeably with conformity

or anonymity.
■ Suspicion of personal effort, solo performance, or individual

attention.
■ Unnecessarily rigid conformity to a norm (standardization

gone bad).
■ See “Bureaucracy” in Chapter 4.

8. Lean and mean-ism
■ Calibrating the staffing level to accommodate workload at its

lowest level of variation. Any increased level of work is over-
load (see Figure 10-2).
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Very
heavy

Average 
moderate

Light

Work 
Load

Staffing aimed at this level of 
ouput

Figure 10-3. Lean and mean turned anorexic and vicious.
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■ No breathing space or discretionary time for education, train-
ing, team building, improvement efforts, or backing away
from the everyday absurdity to get a fresh perspective.

■ No tolerance for activities not directly involved in production.
■ See “Questions for Downsizers” in Chapter 5.

Healing and Learning in the Workplace

These are the policies, practices, and environmental factors that make
the workplace a healing place.

1. Clear, constant, ennobling purpose

■ Individuals and groups throughout the organization work co-
operatively toward common, elevating goals.

■ The primary measures of success such as customer delight are
altruistic.

■ See Chapters 2 and 5.

2. Opportunities to learn and grow

■ Learning is an articulated expectation and is part of the cycle
of everyday work life.

■ Lifelong learning is modeled by the top leaders and promoted
throughout the workforce.

■ There are time and money available to sustain continuous
learning.

■ See Chapter 3.

3. Continuous improvement of the methods and processes

■ When things go wrong, we work together to find the systemic
inadequacies and systemic remedies.

■ Throughout the organization we learn to master the method-
ology of improvement.

■ See Chapters 2 and 6.

4. Mutual respect and trust

■ People in the organization are regarded and treated as equals:
trustworthy adults, each with different experience, skills, and
other resources.

■ People are treated respectfully: noticed, greeted, listened to,
and invited to participate.
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■ No empty, humanistic-sounding slogans, but genuine caring
for people. People are valued as people, not assets or func-
tionaries.

■ See Chapters 2 and 10.

5. Frequent communication and access to information

■ The organization hums with communication.
■ People are told the truth and have points of access for asking

questions, checking out rumors, and finding out what is going
on from trustworthy sources.

■ Communication is accomplished through various media: elec-
tronic, print, video, and face-to-face.

■ Communications are not packaged messages carefully de-
signed by spin doctors.

■ See Chapters 2, 4, and 10.

6. A sense of community

■ The experience of the people in the organization is an experi-
ence of community. The organization is a place where a per-
son is known and cared about by others and where he or she
knows and cares about others.

■ As in any community, people maintain their individuality and
sense of personal boundaries and thresholds of need: no com-
pulsory joy, no obligatory holding hands and singing “Kum-
baya,” no frowning on those who won’t go bowling with the
group. Rather, there is individual choice within an environ-
ment of support.

■ Community is less a matter of big, planned events and more
a matter of treating each other well every day.

■ Community is a reflection of the values lived and promoted by
the people at the top of the organization.

7. Participation
Healthy participation has two aspects: There is the benefit of the

participation itself and then the need for clarity about what partici-
pation is.

Managers can seem to promote participation, a good thing, and
drive people crazy by being unclear or inconsistent about exactly
what participation is.

■ THE VALUE OF SPECIFIC PARTICIPATION. When people are allowed to
participate in decision making, generally:

— The decision will be a better decision.
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— There will be less resistance to the proposed change.

— Those who implement the change will be better able to
carry it out.

— See Chapter 6 on the socialization of change.
■ THE VALUE OF PARTICIPATION IN GENERAL. When people aren’t al-

lowed to participate, they get hurt. To put it another way, the
hurting of people invariably occurs through a process that ex-
cluded those people from participating. We are living in a
world of hurt, a business climate in which people have been
hurt by decisions made without their involvement. The im-
portance of involvement applies to work, to communities,
and to nations.

■ CLEAR EXPECTATIONS AND PARTICIPATION

There are various stages that may lend themselves to partici-
pation:

a. Identifying the problem, issue, need, or opportunity.

b. Examining the situation to determining the various fac-
tors and causes at work.

384 CHAPTER 10

Kurt Lewin and Participation

Kurt Lewin (1890–1947) was a graduate student in the United States
at a time when his homeland, Germany, was overrun by Hitler’s Nazis. His
family and friends back home became victims of the Holocaust. Some of the
perpetrators or at least passive supporters of the Holocaust were people he
knew in his youth. Lewin was faced with the horror of his family being killed
by his former acquaintances.

Lewin pioneered the field of organization development. Among his
teachings, perhaps reflecting his struggle with his family’s tragedy, were
these:

■ We are likely to modify our own behavior when we participate in
problem analysis and solution.

■ We are more likely to carry out those decisions that we help to
make.

■ Groups provide a force and power to work beyond what the sum
of individual efforts can produce.

■ Groups can involve themselves in Action Research, a process by
which they can take action and study what they do so that they
can learn from and improve their own efforts. (See Weisbord,
1987, p. 89.)
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c. Identifying the goal or purpose of the effort: What are we
trying to accomplish?

d. Identifying the indicators of progress, success, or comple-
tion: How will we know that our effort is making a posi-
tive contribution?

e. Designing the process or method by which the problem,
issue, need, or opportunity will be addressed.

f. Planning the effort.

g. Implementing the effort.

h. Monitoring the effort (study of the plan–do–study–act
cycle).

i. Making adjustments based on what was learned in the
study phase.

j. Standardizing or institutionalizing the new way.

Participation in any of the stages of development—those listed
above or any others—is not a matter of absolutes: You participate or
you don’t. Participation is a relative concept.

Tannenbaum and Schmidt (1968) in the 1960s identified a con-
tinuum of management control that is pictured in Figure 10-4.
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Use of authority
by the manager

Area of freedom 
for subordinates

Boss-centered leadership

Subordinate-centered leadership

Manager 
makes 
decision and 
announces it

Manager 
“sells” 
decision

Manager 
presents 
ideas and 
invites 
questions

Manager 
presents 
tentative 
decision 
subject to 
change

Manager 
presents 
problem, gets  
suggestions, 
makes 
decision

Manager 
defines 
limits; asks 
group to 
make 
decision

Manager 
permits 
subordinates  
to function 
within limits 
defined by 
superior

Figure 10-4. Continuum of leadership behavior.
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Roland Coates and Liz Freeman have taken this model by Tan-
nenbaum and Schmidt and developed it into an integrated and com-
prehensive approach to teamwork and consensus building. I have
learned much from them and recommend them as superb teachers.
(To contact them, write Liz Freeman and Roland Coates, 410 Ashby
Road, New Ipswich, NH 03071.)

You will notice that Tannenbaum and Schmidt’s figure has a di-
agonal line that does not quite touch either corner. This is to indicate
that there is no absolute authority for managers or absolute freedom
for subordinates.

Problems arise with participation when the subordinates have un-
spoken expectations regarding their participation that are more expan-
sive than the unspoken expectations of the authority who has set par-
ticipation in motion. Ambiguity is the greatest enemy of participation.
Clarity is an important ingredient for successful participation. People
are liable to resent more the unkept promise of participation than being
left out of the decision altogether.

8. The healing leader
The healing leader can be characterized by the following:

■ He or she tells the truth.
■ He or she can be counted on to be consistently benevolent to-

ward the workforce.
■ He or she can be counted on to be competent in his or her job.

See Figures 2-15 and 10-5.

■ He or she listens to people’s stories.
■ He or she engages in entry conversation (civilities and

chitchat and other forms of letting people know that they
count).
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Degree of 
benevolence

Workable
trustDegree of 

competence

Figure 10-5. Workable trust of the healing leader.

High
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■ He or she seeks systemic causes to problems, not culprits.

■ He or she leads continual improvement: Things keep getting
better.

■ He or she keeps everyone focused on the constant and elevat-
ing purpose and the importance of serving the outside cus-
tomer.

■ He or she promotes participation and is clear about what kind
of participation is needed and expected on any given issue.

HOW TO CONVERT YOUR BOSS

Most of the people reading this book are not top executives. This is
fortunate because if only top executives read this book we wouldn’t
sell very many.

What can those buried in the lower ranks do to influence those
at the higher ranks? We offer several suggestions here. Realistically,
however, we should be clear about a few things.

■ Converting the boss is a long shot. You may not be in a posi-
tion to have influence and those in such a position are prob-
ably not working from the same agenda you are.

■ You may succeed at doing marvelous things, but until you
win the hearts and minds of the people at the top, you will
not have had significant impact on your organization. In
such cases, the best that may happen is that you personally
will benefit from what you learn and bring it with you to
your next job.

What to do if you are not a muckety-muck?

Listening

Recall what we said in Chapter 8 about listening: It is not a passive
activity but an active pursuit of understanding what the other is
trying to say. Before approaching any official leaders, see their
world from their point of view: their priorities, their sleep-disrupt-
ing worries, their visions for the future, what creates satisfaction,
and what drives them crazy. This will affect how you understand
the changes you want to propose and how you approach intro-
ducing any new ideas.
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Success

Nothing captures the attention of the movers and shakers more than
success. Nothing lends more credibility to the message-bearer than
success. From the viewpoint of the top executive, success will be de-
fined in terms of what you have done that has helped the business,
providing better service to the customer at a lower cost.

During my various careers, I worked for two organizations at
which the work I did was worthwhile from my point of view, but
not of much value in the minds of my bosses. That was the equiva-
lent of an artist achieving aesthetic success without commercial suc-
cess, or a politician espousing what he or she considers wonderful
positions yet losing the elections. My pride of work was growing but
my credibility was diminishing. (Fortunately this period of my ca-
reer ended, and I have been able to achieve both pride and suffi-
cient commercial success to keep me satisfied.)

Therefore, using upper management’s definition of success, you
must create achievements that are satisfying to you, are appreciated
by the customers, and meet the priority needs of the movers and
shakers. If you are successful you will begin to develop a willingness
on management’s part to consider new approaches. Without these
successes, your credibility is vacant and your ability to influence is nil.

Community

In Chapter 6 we discussed the socialization of change, saying that to
plan for change is partly to develop a constituency of supporters for
the change. This also applies to converting your boss. There are peo-
ple who directly or indirectly affect whether your boss is in favor of a
change, opposed to it, or indifferent to it.

388 CHAPTER 10

Learning to Say “Uh-huh”

Bill Burke was vice president of sales for Sunbeam Electric in the
1960s and is a noted management consultant in Vero Beach, Florida. Bill
teaches salespeople a skill that he considers the salesperson’s most pow-
erful weapon: say “uh-huh” and be quiet. “It will increase your sales by 65
percent,” he says with his tongue only partially in his cheek. “If you say ‘uh-
huh’ with a stupid look on your face, you will increase your sales by 90 per-
cent!” Bill’s point is that the process of selling is less an act of persuasion
and more an act of listening, understanding, and relationship building.

When you have little control and want to introduce change, listen to
those who are movers and shakers. (See “The Demography of Change” in
Chapter 6.)
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Sometimes bosses might be inclined to try a new method but
are talked out of it by colleagues or others who report to them.
Therefore, your effort to convert your boss to any of these new ap-
proaches will require converting others who might have influence
over your boss. Knowing your boss involves knowing whose opin-
ions he or she respects. Your boss, for example, may trust his or her
secretary’s sense of what changes the clerical staff will accept or re-
sist. The boss may rely on the warehouse manager to represent the
feelings of the hourly workers. These influential others are some of
the people you need to get to know, understand, listen to, and say
“uh-huh.”

Persistence

Being persistent without being a pest is an important part of con-
verting your boss. I know one employee who collected a lot of what
he referred to as “one-pagers” and “elevator comments” that he had
ready for opportune moments. He was ready for any appropriate mo-
ment when he could say something or hand out something to those
he was trying to convert. He tried to do this in a non-preachy but
persistent way, providing examples or information from either out-
side the organization or within. He also had an available collection
of resources—books, articles, videotapes—that he could offer to any-
one who wanted to learn more.

Learning from the Martial Arts and The Art of War

The difference between Western and Eastern approaches to com-
bat provides an apt metaphor for converting your boss. I first
learned this from Andy Bryner and Dawna Markova (1996, pp.
100–109). Football’s line of scrimmage is symbolic of the Western
approach to combat: nose-to-nose, smash-mouthed, head-on col-
lisions. Nothing subtle. It is my power against yours and may the
toughest player win. (The current tendencies of stunts and decep-
tion are almost un-American.) In the East the strategy is, instead of
opposing your adversaries’ force, to use their own power against
them. When your opponent rushes toward you, step aside and
move with your opponent, letting his or her momentum carry you
both. Then gradually turn your opponent and his or her force and
momentum toward the direction you wish to go. It is more a
process of working with, rather than working against. Opposing
your boss is foolish, just as it is foolish for a smaller person to en-
gage in head-to-head combat with a larger person. Don’t seek to
control the person. Seek to influence the flow of energy.
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In the 2000-year-old classic The Art of War, Sun-Tzu (1989) teach-
es how the art of prevailing in conflict is less the result of one’s
strength and more the result of one’s planning and preparation. “In-
formation is your best friend,” he tells us. Sun-Tzu would advise the
subordinate that the success of his attempt to convert the boss should
be assured before the effort is ever engaged. The conversion should
seem to the boss to be his or her own idea.

Eastern philosophy, therefore, would encourage the longer-term,
indirect approach to changing another’s mind, an approach that is,
nonetheless, well-planned and persistent.

The Onion Patch Strategy

Here we describe some guidelines that are extensions of the onion
patch strategy first presented in The Team Handbook (Scholtes, 1988).
The phrase onion patch is borrowed from an absolutely dreadful 1950s
song titled “I’m a Lonely Little Petunia in an Onion Patch.” These
guidelines, therefore, suggest what you can do when you’re a lonely lit-
tle low-ranking, cubicle-inhabiting, systems-thinking petunia trying to
introduce the new philosophy of leadership to those rooted in the
onion patch of an obsolete managerial philosophy. (The analogy is ex-
hausting all by itself.)

Guidelines for the Onion Patch

1. Learn everything you can. At the very least it may be useful in
your next job.

2. Identify the area over which you have influence. Even if it is
small, you can make things happen there.

3. Identify some priorities. Select some improvement efforts that:
■ Help the outside customers.
■ Help the Gemba (see Chapter 4).
■ Impress your boss’ boss. (“Hey Dithers, that was a terrific

project you had Bumstead working on!”)
■ Will prove to be dramatically successful. (Don’t pick a

loser.)

4. Recruit allies. The more people of influence you have who are
interested in what you do and who support your effort, the
more likely you will be to succeed (see “Demography of
Change,” Chapter 6).

5. Have data. Use data to indicate the validity of your ap-
proaches. Use data to describe the current situation and to
measure progress. By implication, anyone who disagrees
with you should do so on the basis of better data.
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6. Communicate artfully. Let people know what you’re doing
and how it’s going. Do so in multiple, inventive, attention-
getting ways.

7. Don’t argue with those who disagree. Don’t even seek to per-
suade those who resist. Be clear about what you want to do
and move ahead as far as you can as rapidly as you can.
Your success will attract a following.

THE 47 HABITS OF PRETTY GOOD LEADERS

Here is a summary of the advice this book offers to leaders. The list of
items is admittedly long. This is in keeping with one overriding guide-
line for leaders:

Leaders must avoid simplistic answers to complex issues. They must
seek the “simplicity on the other side of complexity” (Oliver Wendell
Holmes).

1. These are the new competencies of leadership:
■ Systems thinking (Chapter 3)
■ Understanding the variability of work (Chapter 2)
■ Understanding how we learn, develop, and improve

(Chapter 2)
■ Understanding people (Chapters 2, 8, and 9)
■ Understanding the interactions between systems, vari-

ability, learning, and human behavior (Chapter 2)
■ Giving vision, meaning, direction, and focus to the orga-

nization (Chapters 2, 5, 6, and 10)

2. As they learn the new way, leaders must be patient with
themselves and others, persistent, and humble, and allow
themselves and others to be inelegant. (Chapter 1)

3. Regarding this new approach, we are moving from uncon-
scious incompetence through conscious incompetence, the
most difficult transition of all. This may take three years or
more to achieve. Then we may move into conscious com-
petence and on into unconscious competence. This cycle
will go on forever. (Chapter 1)

4. Leaders need to understand the organization systemically:
clearly understanding the purpose of any undertaking,
then understanding the interactions and interdependencies
between the parts that result either in the achievement or
in the failure to achieve that purpose. All output, desired or
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undesired, is the net result of the system and its interac-
tions (not the people and their inadequacy). (Chapter 2)

5. Everything is part of a larger system. For leaders to under-
stand what is going on, they must understand the larger
system of which any effort is part and with which it inter-
acts. (Chapter 2)

6. Changing the system will change what people do. Chang-
ing what people do will not change the system. (Chapter 2)

7. All the teamed-up, accountable, empowered, incentivized,
motivated, and paid-for-performance people you can
muster cannot compensate for a dysfunctional system.
(Chapter 2)

8. Leaders must understand variation and the difference be-
tween common cause variation and special cause variation.
(Chapter 2) Leaders who do not understand variation will:
■ See trends where there are no trends.
■ Miss trends where there are trends.
■ Attribute problems to individuals who have no control.
■ Give credit to people who are simply lucky.
■ Fail to understand past performance.
■ Be unable to predict future performance.
■ Not understand their systems or how to improve them.

9. Leaders need to instinctively use the Plan–Do–
Study–Act cycle, seeing themselves less as directors and
controllers and more as the leaders of learning and experi-
mentation. (Chapter 2)

10. Leaders need to understand the difference between necessary
and unnecessary change as well as the difference between
change and improvement. Leaders must know what is need-
ed to assure that any proposed change will be an improve-
ment. Change requires knowledge. Improvement requires
profound knowledge. (Chapters 2 and 5)

11. Leaders need to understand motivation, the difference be-
tween intrinsic and extrinsic motivation, that they cannot
motivate, and that their attempts to do so will probably
make things worse. Leaders need to understand that they
can, however, demotivate people. (Chapters 2 and 9)

12. Leaders need to understand the importance of participation
and the involvement of people when solving problems and
planning change. Participation results in better decisions, so-
lutions, and improvements. Excluding people and stealthful
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or coercive approaches to change do great harm to the orga-
nization and its people. (Chapters 2 and 10)

13. Leaders may well seek to discover what their organization’s
culture is, keeping in mind that they are the people least like-
ly to understand it. (Chapter 5)

14. Without personal, face-to-face relationships there is no
leadership. Leaders create and foster networks of personal
relationships within the organization and between the or-
ganization and those on the outside. (Chapters 2, 9, and
10)

15. Leaders must go an inch wide and a mile deep and lead the
organization in this focused approach. The organization
must focus its efforts so that it does a few things thorough-
ly rather than many things inadequately. (Chapters 2 and
5)

16. Leaders develop clarity and consistency regarding the orga-
nization’s purpose, continually reminding the workforce of
that purpose. (Chapter 3)

17. Leaders need to understand the purpose of the organization
in terms of the capabilities acquired by the customer as a re-
sult of interacting with it. (Chapter 3)

18. Leaders need a customer-in perspective, helping the whole
organization define a good job from the customer’s per-
spective. (Chapter 3)

19. Feedback is the mother’s milk of improvement. Leaders need
to establish ongoing feedback loops from the customer to the
organization. Within the organization, leaders need to pro-
mote the establishment and maintenance of ongoing systems
and process-based feedback loops. (Chapters 3, 4, and 9)

20. Leaders need a strong sense of Gemba (the work flow going
directly toward the outside customer), understanding this
as the important daily customer-oriented work, to which
leaders give priority and support. (Chapters 3 and 4)

21. Leaders need to promote the standardization of recurring
processes and an understanding of how each person’s stan-
dardized processes of work fit with other processes and
within the larger systems. (Chapter 4)

22. Leaders need to understand the difference between simplis-
tic approaches to standardization such as ISO 9000 and a
more systemically based, holistic, and integrated approach
to standardization, an approach that is part of a larger phi-
losophy and context. (Chapter 4)
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23. Leaders need to use and promote the use of flowcharts that
help to display how the systems and processes unfold and
how the work of one individual or group fits into a larger
flow of work. (Chapter 4)

24. Leaders need to lead the removal of internal barriers, break-
ing them down and creating interactive systems and
processes based on collaboration, cooperation, and interde-
pendence. (Chapter 4)

25. Leaders must not succumb to the latest fashions and fads.
(Chapter 5)

26. Leaders need the ability to lead the planning and action
necessary for breakthrough improvement and large systems
change. (Chapter 6)

27. Leaders must lead the creation of purpose, mission, vision,
and values, statements that are unique rather than generic,
statements that are from the heart, not empty exercises in
wordsmithing. (Chapter 5)

28. Leaders need to lead the establishment of systems and
processes for routinely collecting and analyzing critical
data, the vital signs that indicate the organization’s well-
being, needs, and opportunities. (Chapters 6 and 7)

29. Leaders must believe strongly that planning consists not
only in identifying goals and priorities but also in specify-
ing the methods and activities necessary and sufficient to
successfully achieve those goals and priorities. (Chapter 6)

30. Leaders need to lead not only the planning process—the es-
tablishment of priorities and the methods needed to accom-
plish them—but also the review process. Leaders visit those
engaged in the improvement efforts to ask good questions
and offer challenge and support. (Chapters 6 and 8)

31. Leaders need to understand and appreciate the importance
of clear, workable operational definitions, specifically
defining characteristics from the customer’s point of view.
(Chapter 7)

32. Leaders need a reflex for smart measurement, not simplis-
tic, conventional, and unuseful measurement. People
throughout the organization must know what to measure,
how to measure it, why it is important to measure it, how to
interpret the data, and how to react to whatever the data in-
dicate. (Chapter 7)

33. Leaders need to see themselves (Chapter 8):
■ More as coaches and less as directors.
■ More as experimenters and less as controllers.
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■ More as educators and less as advice-givers.
■ More as inquirers and less as inspectors.

34. Leaders need to appreciate the importance of good ques-
tions and develop an instinct for asking good questions.
(Chapter 8)

35. Leaders must know what good listening is and how to prac-
tice it. (Chapter 8)

36. Leaders too often use the rhetoric of humanism and com-
bine it with inhumane actions. Leaders need to see this dis-
parity and make their actions consistent with their words.
(Chapter 9)

37. Leaders need to examine the assumptions behind their or-
ganizations’ policies, for example, the implicit belief that
employees cannot be trusted. What is implicit and unspo-
ken must be called into question. (Chapter 9)

38. Leaders need to understand the inherently demeaning na-
ture of incentives or carrot and stick approaches. (Chapter
9)

39. Leaders who desire to solve problems of employee perfor-
mance or morale need to see those problems as part of a
larger, self-perpetuating system of problems. (Chapter 9)

40. Similarly, leaders need to understand that behind any self-
perpetuating system of performance and morale problems
are unspoken and false assumptions about the nature of
people and work. (Chapter 9)

41. Some of the common, and false, assumptions leaders have
about workers and work are (Chapter 9):
■ Problems, for the most part, result from individual dere-

liction.
■ Successful work requires holding people accountable for

the achievement of measurable goals.
■ There is a reservoir of withheld effort that must be coaxed

or coerced out of people.
■ The leader’s job is to motivate and control the workforce.

42. Leaders need to understand that there is no good way to do
performance appraisal. It is inherently the wrong thing to
do. Leaders need to know what is wrong with performance
appraisal and what to do instead. (Chapter 9)

43. Rather than seeking control of their people, leaders must
work with their people to gain control of the systems and
processes. Rather than dysfunctional systems that require
the heroic efforts of outstanding people, leaders should
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seek the creation and maintenance of outstanding systems
and processes that continuously succeed with the ordinary
efforts of average people. (Chapter 9)

44. At the heart of many conventional management policies is
a desire on the part of some leaders to maintain control, or
the illusion of control, over people. Leaders need to learn
whether this is true of them and learn what can be gained
from the control of the work, not the workers. (Chapter 9)

45. Leaders need to understand that in order to develop an al-
ternative to performance appraisal they must change the
way they think. (Chapter 9)

46. Leadership is not just a position. It’s a process. The respon-
sibility of those in the position of leadership is to see to it
that the process of leadership occurs. (Chapter 10)

47. A workplace can be a place of healing or a place where crazy-
making takes place. A leader’s job is to create an environment
that is healing. (Chapter 10)
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CHAPTER TEN ACTIVITIES

Discuss these questions in your group.

Questions on leadership

1. Disregarding anything you’ve read or been taught about leadership, what are
the characteristics of excellent leaders with whom you have directly worked and
whose leadership you have directly observed?

2. How does your experience with excellent leaders differ from the ideas presented
in this book?

3. What in blazes are the following individuals talking about?
■ Douglas McGregor said, “Every managerial act rests on theory.”

■ Deming said, “All theories are right in some world.”

■ George Box said, “All theories are wrong but some are useful.”

■ Deming said, “Management is prediction.”

The crazymaking versus healing workplace continuum

Have people describe your organization using the crazymaking versus healing
workplace continuum. Look at the varying patterns of response (e.g., those at the top
versus those at the bottom).

Instructions: Place an X on this continuum corresponding to the overall placement of
the organization in the crazymaking—healing sets of attributes.
Zone 1: Strong crazymaking
Zone 2: Moderate crazymaking
Zone 3: Moderate healing
Zone 4: Strong healing

Note: Don’t place your X on any borderlines.
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When you have marked the continuum, compare your placement of the X with that of
the others in your group. Discuss the differing experiences and perceptions.
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Zone 
1

Zone 
2

Zone 
3

Zone 
4

Crazy-making 
workplace

• Unclarity of purpose
• Inconstancy of purpose
• Culprit mentality
• Workers valued for utility
• Distrust
• Distance, divisiveness
• Paternalism
• Work not worth doing
• Little communication

Healing
workplace

• Clear, constant, 
ennobling purpose

• Opportunities to learn 
and grow

• Continuous 
improvement of the 
methods and processes

• Mutual respect and trust
• Communication which 

is frequent and open
• Workers valued as 

people
• A sense of close-knit 

community

Crazymaking
workplace
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Questions about business

1. What is the purpose of a business?

2. What is the purpose of business?

3. Albert Dunlap:
■ Was appointed CEO of Scott Paper (he is now CEO of Sunbeam).
■ Shut down several plants and facilities, laying off nearly 11,000 people.
■ Sold off several individual parts of Scott.
■ What was left was purchased by Kimberly-Clark.
■ Scott’s return on investment was never better. “It was Scott’s best year,” said

Dunlap.
■ Describes himself as a “turnaround artist.”

What can you infer to be Dunlap’s beliefs about business, customers, employees,
and stockholders?

Questions about yourself

1. What attracts you to leadership or management?

2. What do you hope to be doing 10 years from now?

3. What legacy would you like to leave behind?
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The traits-of-leaders exercise

Below are 28 pairs of statements, each describing a characteristic of a leader. For
each pair select that statement—A or B—which you believe is the most important of
those two traits.

When you have completed selecting from each of the 28 pairs of characteristics, use
the scoring key to identify which traits you selected with what frequency. Discuss your
results with others who have done the exercise.

Pick one of each of the paired statements, selecting which characteristic of the two you believe is
most important for a leader.
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B. A leader should be clear 
about the organization’s 
purpose, mission, vision, 
values, priorities, 
direction, and focus.

or
1

B. A leader should care 
about the people in the 
workforce: Respect 
them and trust them.

A. A leader should 
understand how the 
concept of systems 
applies to his or her 
organization.

2
B. A leader should be an 

excellent communicator.
or

3 A. A leader should be 
intelligent. or

A. A leader should 
know the business.

B. A leader should care 
about the people in the 
workforce: Respect 
them and trust them.

or
4 A. A leader should be 

intelligent.

1

2

3

4
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B. A leader should 
understand how the 
concept of systems 
applies to his or her 
organization.

A. A leader should be 
committed to serving 
customers.

5
or

B. A leader should 
be an excellent 
communicator.

or
6 B. A leader should be 

committed to creating 
shareholder gain.

A. A leader should 
know the business.

orA. A leader should be 
intelligent.

7

A. A leader should be 
committed to serving 
customers.

8
or

B. A leader should 
understand how the 
concept of systems 
applies to his or her 
organization.

B. A leader should be 
committed to creating 
shareholder gain.

9
orA. A leader should 

know the business.

10
or

B. A leader should be clear 
about the organization’s 
purpose, mission, vision, 
values, priorities, 
direction, and focus.

A. A leader should 
be an excellent 
communicator.

B. A leader should be 
committed to creating 
shareholder gain.

11
or

A. A leader should be 
committed to serving 
customers.

B. A leader should 
understand how the 
concept of systems 
applies to his or her 
organization.

B. A leader should 
know the business.

12
orA. A leader should be 

intelligent.

A. A leader should care 
about the people in the 
workforce: Respect 
them and trust them.

13
or

5

6

7

10

9

8

13

12

11
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A. A leader should care 
about the people in the 
workforce: Respect 
them and trust them.

or
18

A. A leader should be 
intelligent.

B. A leader should be 
committed to serving 
customers.

or
18

A. A leader should be 
intelligent.

or
19

A. A leader should 
know the business.

B. A leader should 
be an excellent 
communicator.

or
20 B. A leader should 

be an excellent 
communicator.

A. A leader should be 
intelligent.

A. A leader should be 
intelligent.

or
21 B. A leader should be 

committed to creating 
shareholder gain.

or
22 B. A leader should be 

committed to serving 
customers.

B. A leader should 
understand how the 
concept of systems 
applies to his or her 
organization.

B. A leader should 
be an excellent 
communicator.

A. A leader should be clear 
about the organization’s 
purpose, mission, vision, 
values, priorities, 
direction, and focus.

or
14 B. A leader should be 

committed to creating 
shareholder gain.

or
15 B. A leader should be clear 

about the organization’s 
purpose, mission, vision, 
values, priorities, 
direction, and focus.

A. A leader should 
understand how the 
concept of systems 
applies to his or her 
organization.

or
16

A. A leader should care 
about the people in the 
workforce: Respect 
them and trust them.

or
17

A. A leader should 
know the business.
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B. A leader should be 
committed to creating 
shareholder gain.

A. A leader should care 
about the people in the 
workforce: Respect 
them and trust them.

or
23 A. A leader should be 

committed to serving 
customers.

B. A leader should be clear 
about the organization’s 
purpose, mission, vision, 
values, priorities, 
direction, and focus.

or
24

B. A leader should be clear 
about the organization’s 
purpose, mission, vision, 
values, priorities, 
direction, and focus.

or
25

A. A leader should be an 
excellent communicator.

or
26

A. A leader should 
know the business.

B. A leader should be 
committed to serving 
customers.

B. A leader should be clear 
about the organization’s 
purpose, mission, vision, 
values, priorities, 
direction, and focus.

A. A leader should 
understand how the 
concept of systems 
applies to his or her 
organization.

or
27 B. A leader should be 

committed to creating 
shareholder gain.

or
28

A. A leader should care 
about the people in the 
workforce: Respect 
them and trust them.

27

26

25

24

23

28
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Scoring key
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Leadership traits

Circle A or B 
depending on 
your choice

Intelligent
1 2 3 4 5 6 7 8

Know the 
business

Care about 
the people

Committed to 
serving 

customers

Understand 
systems

Excellent 
communi-

cator

Clear about 
purpose and 

direction

Committed to 
share-holder 

gain

Pair  1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

A B
A B

A B
A B

A B
A B

A B
A B

A B
A B

A B
A B

A B
A B

A B
A B

A B
A B

A B
A B
A B

A B
A B

A B
A B

A B
A B

A B
Totals

(maximum of 
7 points)

1 65432 87
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Acceptance, as stage of death, 222
Access to information, 383
Ackoff, Russell, 21fn, 81, 132, 188, 199, 264
Agenda for listening, 225
Aisin Seiki (manufacturer), 109
American Society for Quality, 191
Analysis, 21-22
Ando, Yukihiro, 236
Anger, as stage of death, 222
APOP process, 354
Apparent organization, 180
Arrogance, in workplace, 381-82
Assertiveness, as old competency, 19
Assessment centers, 346-47
Associates in Process Improvement (API), 269-70
Association for Quality and Participation, 191
Auditory learners, 35-36

Backaitis, Nida, 336
Backward chaining, 101
Baker, Ed, 145, 325
Banks, as indicators, 253
Bargaining, as stage of death, 222
Barriers:

breaking down, 137-46
example of, 140-43

interdependence, challenge of,
144-45

Proposed-Improvement Decision Tree, 142-44
Basic characteristics, products, 68
Beer, Stafford, 168
Below-the-surface organization, 180-81
Berne, Eric, 41-42
Beyond the Sounds of Silence (Rodin/Backaitis), 336
Bias:

factors affecting, 316
and performance appraisal, 315-16

Billing, as indicator, 252-53

Bisgaard, Søren, 257
Blamers, communication style of, 282
Block, Peter, 308
BOHICA syndrome, 161
Bottom-line-oriented, as old competency, 19
Box, George, 31, 188, 257
Brain of the Firm (Beer), 168
Breakthrough improvement, 166, 187-230

daily work vs., 165-66
effectiveness vs. efficiency, 188
employee participation in, 198
influence, 224-25
and managerial support/linkage, 206
planning phases for, 189

data gathering, 190-93
examination of current/ongoing systems, 194-97
identifying actions/planning accomplishment/se-

lecting priorities, 200-206
mobilizing resources/beginning, 206-9
organizational learning cycle, 218-19
shift in leadership roles, 209-18
sifting/winnowing guidelines, 197-200

steps in, 189
and technical support, 206

Breakthrough priorities, 196
Bryner, Andy, 389
Budgeting/forecasting, as indicators, 250
Bureaucracy wastes, 132-35
Burke, Bill, 388

Candidates for layoff, identifying, 347-50
Candidates for promotion, identifying, 345-47
Capabilities, 170, 171
Career goals:

career counseling, 339-41
identifying, 339-43

Careers ladders, 341-42
Caring attitude, of leaders, 371
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Carrot and stick approach, 296-98
Change, 219-28, 392

axioms, 227
and coercion, 219-20
demography of, 225-27

guidelines for applying, 227-28
improvement vs., 167-69
and influence, 224-25
and rationality, 220
resistance to, 222-24
socialization of, 221-28
as social transformation, 221

Chappell, Tom, 42-43, 62
Cherokee wisdom, and leadership competencies, 20
Chrysler, Walter, 78
Clarity, and leaders, 393
Coates, Roland, 44, 386
Coercion, and change, 219-20
Common-cause stupidity, 11
Common cause variation, 27-28
Communication:

fostering between employees/supervisors, 350-51
focus groups/social gathering, 351

of leaders, 371-72
in workplace, 383

Competency matrix, 10-11
Concentration diagrams, 256-58
Conditioned response, and the workplace, 295
Consistency, and leaders, 393
Constraints, continuum of, 133
Continuous improvement:

of methods/processes, 382
and performance appraisal, 314-15

Conventional learning, premises
of, 297

Conventional learning curve, 10
Core resources, 80

Gemba, 103, 104-5
Correction wastes, 131-32
Couper, David, 220
Cox, Fred, 257
Craighead, John and Frank Jr., 245
Crawford-Mason, Clare, 5, 8
Creating the Corporate Future (Ackoff), 199
Criqui, John, 257
Critical path, 205
Crystal, Graef, 334
Culture, defined, 178
Customer complaints, 247
Customer data, 192, 194-95
Customer-in mentality, 64-65
Customer-in thinking, 63-64

and leaders, 393
Customers, 62-72

customer chain, 69-70

customer-in mentality, 64-65
customer-in thinking, 63-64
defining, difficulty in, 70-72
feedback, 66
important notions about, 65-66
as indicators, 246
Kano model, 67-69
listening to voice of, models for, 66-70
needs/gets matrix, 67
output, 72-73

Cycle times, as indicators, 248
Czikszentmihalyi, Mihali, 79

Daily work, 94-159, 166, 188
barriers, breaking down, 137-46
breakthrough improvement vs., 165-66
critical functions/key players, 102-6
feedback loops, 136-37
Gemba, 76-80, 95-119
standardization, 119-27
waste, 127-35

Data:
basics of, 234-35
concentration diagrams, 256-58
difficult vs. easy, 239
and fear, 240
and forecasts, 164
guidelines on, 237-38
imaginative use of, 254-58
observable, 235-36
opinion, 235
opinion vs., 29
process, 236-37
results, 236
sorting out, 196-97
types of, 235-37
variations in, 235

Data collection, preparing/planning for, 244
Data gathering, 244

data gatherers’ hall of fame, 245
system, defining purpose of, 242

Death, stages of, 222-24
Debundling, defined, 326-28
Debundling performance appraisals, 328-59

candidates for layoff, identifying, 347-50
candidates for promotion, identifying, 345-47
career goals, identifying, 339-43
communication, fostering, 350-51
education/training needs, identifying, 343-45
feedback, providing to individual employees, 334-38
motivating employees, 353-55
outstanding performers, identifying/responding to,

328
pay:

creating basis for, 328
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gain sharing, 331-32
guidelines for, 333-34
market rate, 330
pay-for-performance schemes, 333
pay-for-skill/pay-for-knowledge programs, 332-33
profit sharing, 331
purpose of, 329
tenure/seniority, 330-31

protecting against lawsuits, 352
regulatory requirements, conforming to, 353
workforce, giving direction/focus to, 338-39

Decision trees, 100, 142
tips for creating, 101

Decisiveness, as old competency, 18
Delight characteristics, products, 68-69
Delivery, as indicator, 250
Deming Prize, 8, 237
Deming, W. Edwards, 5-49, 119, 131, 201, 296, 302,

340
Deming wheel, 33
Demographic data, 192
Demography of change, 225-27
Denial, as stage of death, 222
Deployment flowcharts, 97-98, 101

and reviews, 215-17
Depression, as stage of death, 222
Diplomacy, as old competency, 19
Direction, 161-63
Directionlessness, 166-72
Discipline of Market Leaders, 47
Disloyalty, in workplace, 379
Dismal leaders, 370-71
Distrust:

and measurement, 241
in workplace, 379

Dobyns, Lloyd, 8
Do it! strategy, 273
Downsizers, questions for, 162
Dunlap, Albert, 371
Dysfunctional communication styles, 282-84
Dysfunctional systems, and leaders, 392, 395-96

Economic data, 193
Eden, Dov, 37
Education assistance, 342-43
Education/training:

identifying needs for, 343-45
measuring success of, 345

Effectiveness:
efficiency vs., 188
systems look at, 189

Ego states, 41
Emerging technology, data on, 192
Employee behavior, 37-44
Employee data, 195-96

Employees:
giving direction/focus to, 338-39
as indicators, 246-48
See also Debundling performance appraisals; Perfor-

mance appraisal
Environmental data, 193
Excess inventory, waste of, 129
External focus, of leaders, 370
Eye contact, and listening, 281

Falk Corporation, 302
False learning curve, 11
Fear:

and data, 240
and measurement, 241

Feedback, 66, 96
judgment vs., 308-9
and leaders, 393
loops, 74, 136-37
providing to individual employees, 334-38
types of, 334-37

performance, 334-35
personal, 335-37

Finances, as indicators, 250-51
Flat-organization dilemma, 342, 374-75
Flowcharts, 97-101

decision trees, 100
deployment, 97-98, 101
and leaders, 394
opportunity, 97-99
PERT chart, 97-98
simple, 97
top-down, 97-98

Flow (Czikszentmihalyi), 79
Focused training, 344
Focus groups, 351
Forcefulness, as old competency, 18
Ford, Henry, 4, 62
Ford Motor Company, 145, 325, 378
Forecasting, as indicator, 250
Forecasts, 164-65
Formal influence, 224
Freeman, Liz, 44, 386
Freud, Sigmund, 41
Fuller, Tim, 102, 132, 273
Functional interdependence, matrix of, 145
Functions, 170, 171

Gain sharing, 331-32
GANTT chart, 203-5

guidelines for use of, 205
Gantt, Henry, 205
Gemba, 76-80, 95-119

attending to, 111
human needs of, 118
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Gemba (cont.)
clearing/clearing out, focusing on, 107
and communication, 116
and core resources, 107
defined, 76
derivation of word, 76
disease symptoms felt in, 118
education/training for, maintaining, 116
error-proofing, 111
examining, 97-96

flowcharts, 97-101
giving priority to, 107
habits, developing for continual PDSA, 117
interrupting/disrupting, 111
key process indicators, identifying, 116
and leaders, 393
making a fun place to work, 118
out-of-control factors in, addressing, 111
perspective, 77-78
poetry/music/spirit/rhythm of, 78-80
processes:

developing for continual PDSA, 117
flowcharting, 101

reducing costs in, 108
reflexes, developing for continual PDSA, 117
rules/guidelines for, 107-18
standardizing tasks of, 111
streamlining/organizing, 110, 113-15
studying processes/core resources of, 107
throughput, increasing for, 114
waste in, identifying/eliminating, 111-12

General Motors, 340
Gill, Dorothy, 354
Gillespie, Pete, 118
Gingrich, Newt, 266
Glenroy Company, 326
Goals, 163
Gordon, Thomas, 280-81
Greed, in workplace, 381-82
Guidance team, 207

Halo effect, 38
Hau, Ian, 256
Healing leader, 386-87
Healing/learning workplaces, 378-87
Health care/hospital, as indicator, 253-54
Health data, 193
Herman Miller Company, 173
Herzberg, Frederick, 37-39, 62, 67
Hirsch, Len, 225
Holmes, Oliver Wendell, 46
How Your Child Is Smart (Powell), 35
Humanism, and leaders, 395
Human Side of Enterprise, The (McGregor), 37

Hunter, Bill, 45

Idealized design, defining future using, 199
“If Japan Can, Why Can’t We?” 8
Improvement:

change vs., 167-69
and conventional management, 297

“Inch-deep, mile-wide” thinking, 48
Indicators, 245-54
Influence, and change, 224-25
Informal influence, 224
Information access, 383
Inquiry process, 278, 287-89
Integrity/diplomacy, as old competency, 19
Interdependence, challenge of, 144-45
Internal barriers, and leaders, 394
Internal chain, 74-75
Inventory:

excess, waste of, 129
as indicator, 249

Invoicing, as indicator, 252-53
Irrelevant persons, communication style of, 284
Ishikawa, Ichiro, 5-6
Ishikawa, Kaoru, 6
ISO 9000, 126

Japan, 5-7
products/production, 7-9

Jasinowski, Jerry, 84
Jenkins, Kevin, 244
Joban Hawaiian Center (Japan), 237
Joiner Associates, 273-75
Joiner, Brian, 273
Joint Committee on Accrediting Hospital Organiza-

tions (JCAHO), 354
JUSE, 8

Kano model, 67-69
Kano, Noriaki, 12, 61, 67-69
Kepner, Charles, 197
Key process indicators (KPIs), 117, 124
Kikkoman, 130
Kimberly-Clark, 123
Kinesthetic learners, 35-36
Knowles, Malcolm, 30
Kohn, Alfie, 38, 40, 297
Komatsu, 117
Kubler-Ross, Elisabeth, 222
Kume, Hitoshi, 273-75

Layoff:
before, 348-49
candidates for, identifying, 347-50
during, 349
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stripping the subsystem, 349-50
Leader Effectiveness Training: The No-Lose Way to Re-

lease the Productive Potential of People (Gordon),
351

Leaders:
as coaches, 265
as educators, 265-66
as experimenters, 265
as inquirers/reviewers, 266
success of, 377
and transformation/change, 377-78

Leadership, 369-403
caring attitude of, 371
communication of, 371-72
continuum of leadership behavior, 385
converting your boss:

community, 388-89
listening, 387-88
onion patch strategy, 390-91
persistence, 389
success, 388
and Western/Eastern approaches to combat, 389-

90
defined, 372
dismal leaders, 370
external focus, 370
footprints of, 375-76
healing/learning workplaces, 378-87
leading by asking good questions, 262-92
meaning, creation/communication of, 370
new concept of, 264-66
as a process, 396
and systems, 372-75

flat organizational system, 374-75
interactions, 374, 376
purpose, 373
relationships/teamwork/community, 373-74, 376
system of leadership, 374
technology, 373, 376

and systems thinking, 371
Leadership behavior, continuum of, 385
Leadership competencies, 16-49, 391-96

and Cherokee wisdom, 20
defined, 21-23
employee behavior, 37-44

motivation, 37-40
relationships, 40-43
trust, 43-44

new, 21
old, 18-19
profound knowledge, system of, 44-46
purpose of, 22-23
systems:

leading in terms of, 19-21

thinking in terms of, 19-21
systems thinking, 57-93

applying, 23-26
oversimplistic interpretations/solutions, 24-25

variability of work, in planning/problem solving,
26-30

Learning:
auditory learners, 35-36
and conventional management, 297
kinesthetic learners, 35-36
opportunities to learn/grow, 382
and PDSA cycle, 33-34
personal thinking patterns, 36
process of, 36
theory/application, 30-34
visual learners, 35-36

Levinson, Harry, 38
Lewin, Kurt, 384
Lifelong learning/improvement, 30-34
Likert, Rensis, 198
Listening, 280-87

agenda for, 225
attitude for, 281

Listening skills, 281-87
attention/silence, 281
feelings, attending to, 286
gaps, pointing out, 285
interruptions, pointing out, 285
neutral observation, 284
patterns, finding, 285
reflective statements, use of, 285
responsibility/followup, testing for, 286
sorting out speaker issues, 285
summarizing/checking, 285

MacArthur, Douglas (General), 5
McCallum, Daniel, 3, 4
McGregor, Douglas, 37, 298
Management by results, 4
Management by Settin’ Around, 351
Management by Wandering Around (MBWA), 351
Management heritage, 9
Manager-employee relationship, nature of, 41-42
Manufacturing, as indicator, 251-52
Market data, 191-92
Markova, Dawna, 35, 389
Marshall Industries, 336
Martin, Billy, 172
Matrix diagram, 203
Matrix of functional interdependence, 145
Measurement, 232-61

data collection, preparing/planning for, 244
data gathering, 244
data-gathering system, defining purpose of, 242
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Measurement (cont.)
in environment of fear/distrust, 241
fit into larger system of measures, 243
identifying, 243

purpose of measurement, 243
purpose of process being measured, 243

implied paternalism of, 239-40
and improvement, 241-42
indicators, 245-54

banks, 253
billing/invoicing, 252-53
budgeting/forecasting, 250
customers, 246
employees, 246-48
finances, 250-51
health care/hospital, 253-54
manufacturing, 251-52
new product/service development, 251
operations, 248-49
payroll, 250
person-to-person professional services, 252
retail, 252
shipping/delivery, 250

and leaders, 394
measurees, 239
measurers, 239
operational definitions, developing, 243-44
priority measurement target, selecting, 243
and purpose, 238-39
required, 242

Memory Jogger Plus (Brassard), 196
Methods, 58

example, 59
Middle managers, as leaders, 167
Minard, Charles Joseph, 254
Mission, 173-74

shifts in, 191
Mission statement, 174
Moen, Ron, 269
Morale, 45

and performance appraisal, 316-18
Motivation, 37-40, 353-55, 392

guidelines, 355
KITA, 38-39
and performance appraisal, 309

Motivator, as old competency, 18
Mutual respect/trust, 382-83

Narcissism, in workplace, 381-82
Needs/gets matrix, 67
Negative KITA, 38-39
Neutral observation, 284
New product/service development, as indicators, 251
New Rational Manager, The (Kepner/Tregoe), 197

Nolan, Tom, 269
Norrie, John, 132

Observable data, 235-36, 237
OK/not OK positions, in relationships, 42
Old competencies, 18-19
Onion patch strategy, 390-91
On-time departure, 244
Open Mind, The (Markova), 35-36
Operational definitions:

developing, 243-44
and leaders, 394

Operations, as indicator, 248-49
Opinion data, 235, 237-38
Opportunity flowcharts, 97-99
Order, as indicator, 249
Organization:

basics of, 82
purpose of, 61-62
and the SIPOC model, 82-85

Organizational culture, 178-81
apparent organization, 180
and arrested adolescence, 179
below-the-surface organization, 180-81
defined, 178

Output, 72-73
Output measures, as indicators, 248
Outstanding performers, 319-24

defined, 320-22
identifying/responding to, 328

Overprocessing wastes, 131
Overproduction wastes, 129
Ozashiki, 109

Pareto chart, 217
Participation, 383-86, 392-93

clear expectations and, 384-86
value of, 384

Paternalistic relationships, 381
Pay:

creating basis for, 328
gain sharing, 331-32
market rate, 330
profit sharing, 331
purpose of, 329
tenure/seniority, 330-31

Pay-for-performance schemes, 333
Pay-for-skill/pay-for-knowledge programs, 332-33
Payroll, as indicator, 250
PDSA cycle, 33-34, 122, 218, 269-72, 392

developing Gemba reflexes/habits/processes for, 117
and learning, 33-34
and reviews, 210

Performance, and leaders, 395
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Performance appraisal, 293-368
assumptions behind, 295
and bias, 315-16
and continuous improvement, 314-15
conventional management, cynical beliefs of, 295-97
defined, 304-7
dismantling, 355-59
faults of, 307-9

incorrect focus, 308
judgment vs. feedback, 308-9
lack of success, 307

heroes/culprits, fixation with, 318-24
logic behind, 322
and morale, 316-18
and motivation, 309
outstanding people vs. outstanding people, 323
outstanding performers, 319-24
performance review, 305-6

implications of, 306-7
period of performance, 305
profound problems, system of, 299-300
purpose of, 322-23
redesigning at Ford, 325
and relationship, 316-18
standards, determining, 305
and systems, 310-11
and teamwork, 309-10
and variation, 311-14

Performance evaluation, traditional, 96
Performance-related characteristics, products, 68
Performance without appraisal, 324-68

changing the way you think, 324
debundling, 326-28
stopping appraisals, 324-25

Perry, Matthew, 5
Personnel, 170, 171
Person-to-person professional services, as indicator,

252
PERT chart, 97-98, 203-5

defined, 205
guidelines for use of, 205

Peterbilt Wisconsin, 356
Petersen, Donald, 378
Placaters, communication style of, 283
Planning process, and leaders, 394
Policies/programs, and profound problems, 300-304
Political data, 193
Polkinghorn, Frank, 5-6
Positive KITA, 38-39
Powell, Anne, 35
Previous year’s breakthrough plan, 196
Principles of Administration (McCallum), 4
Priorities, selecting, 202-3
Priority measurement target, selecting, 243

Priority team, 141
Process capability, 164
Process data, 195, 236-37
Processes:

defined, 58
example, 59
Gemba, 76-80
internal chain, 74-75

Product-out mentality, 63-64
Profit sharing, 331
Profound problems:

and policies/programs, 300-304
system of, 299-301

Project leader, 207
Project team, 207
Promotion, identifying candidates for, 345-47
Promotion system guidelines, 346

assessment centers, 346-47
succession systems, 346-47

Protzman, Charles, 5-6
Public safety data, 193
Punished by Rewards (Kohn), 38, 40
Purpose, 61-62, 161-63, 171, 382

and mission, 173-74
and structure, 169-70
of system, 22-23
and teams, 175-81
and vision, 172-75

Purposelessness, 166-72
Purpose statement, 174
Pygmalion in Management (Eden), 37

Quality, 7
Questions:

all-purpose basic, 266-69
what data do you have? 268
what is the purpose? 268
what is your premise? 268
what will it take to accomplish? 268
where do your data come from? 269
why? 266-68
will customers care? 268

frameworks for, 278-80
improvement strategies behind, 269-77

Do it! strategy, 273
PDSA cycle, 269-72
7-Step Method, 273-75
standardization, 272-73
when to use, 275-77

inquiry process, 278, 287-89
and leaders, 395
listening, 280-87
systems of, 263-64
See also Listening
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Rampart mentality, characteristics of, 138-39
Rampart-separated hierarchy, 139
Rapid transformation, 168
Rationality, and change, 220
Reflective statements, 285
Regulatory requirements, conforming to, 353
Relationship, 40-43

defined, 40-41
ego states, 41
and leaders, 393
and performance appraisal, 316-18

Researchers, managers as, 218
Resistance to change, 222-24
Result-oriented, as old competency, 19
Results data, 236, 237
Retail, as indicator, 252
Reviewers, 207, 209-18

orientation of, 215
Reviews:

deployment flowchart, 215-17
interested parties in attendance, 214
and leaders, 394
organizing, 212
overview of, 212-13
participants, 214
postreview meeting, 218
presentation materials, preparation/distribution of,

215
presenter, 214
procedure, 213-18
process elements, 215
reviewers, 207, 209-18

orientation of, 215
review of, 218-19

Rockne, Knute, 38
Rodin, Robert, 336
Roles/jobs, 170, 171

Sarasohn, Homer, 5-6
Satir, Virginia, 282-83
Schellhardt, Timothy, 307, 322
Scholtes Seminars and Consulting, 173
Sears Roebuck, 173
Semiverbals, use of, 281
Senge, Peter, 379
Seniority pay, 330-31
Sense of community, 383
Service development, as indicator, 251
7-Step Method, 273-75
Shared vision, and purpose, 172-75
Shipping/delivery, as indicators, 250
Simple flowcharts, 97
SIPOC model, 59-61

customers, 62-72
and the organization, 82-85
output, 72-73
process, 73-80
purpose, 61-62
suppliers and input, 80-82

Six Principles of Administration (McCallum), 3-4
Skeuomorph, 132
Skinner, B. F., 295-97
Social data, 192
Social groups, and communication, 351
Social transformation, change as, 221
Solipsism, 47
Soul, organization’s loss of, 62
Special cause variation, 27-28
Sponsor, 207
Stages of death, 222-24
Stakeholder data, 196
Standards, 119-27, 272-73

characteristics of good standards, 120-21
defined, 120
developing, 121
ISO 9000, 126
and leaders, 393
questions to ask when something goes wrong, 121
sales, 128
standardized process chart:

example of, 122-24
guidelines for, 124-27

Statistical Methods for Quality Improvement (Kume), 272
Statistical Quality Control (SQC), 6
Steinbrenner, George, 172
Step, example, 59
Steps, defined, 58
Story board format, 215
Stripping the subsystem, 349-50
Structure, 170, 171
Succession systems, 346-47
Super-reasoners, communication style of, 283
Supplier data, 196
Suppliers:

elective/nonelective, 80-82
and input, 80-82

Support, 206-9
guidance team, 207
managerial, 206
project leader, 207
project team, 207
reviewers, 207
sponsor, 207
technical, 206

Suri, Rajan, 116
Synthesis, 22
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System of profound knowledge, 44-46
System of Profound Knowledge (Deming), 19
Systems, 17-18, 169, 171
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