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Management's
sweet spot

Quantum physics has discovered that in the space between
chaos and complexity, life thrives, and that dynamic space
i1s where your enterprise should be living.

I n today’s environment business lead-
ers have to respond to more sophisti-
cated customer demands, new sources of
competition, ever-changing and ever-
more powerful technology, capricious fi-
nancial markets and knee-jerk economic
policies.

Some companies are really struggling
because they are still following policies
based on an outdated mechanical concep-
tion of how the world works.

These companies fiddle with new
managerial techniques and fads, but with
no integrity or deep-seated understand-
ing as to how the ‘real’ world works or why
they need to change, they ‘flip-flop’ be-
tween various tensions and apparently
opposing demands.

These companies move from mana-
gerial models espousing the values of
centralisation to decenrtralisation, from
top-down control to empowerment, from
short-term results to long-term ‘ethical’
values. Then when the results aren’t as
good as expected, they lurch to the other
extreme. This ‘either/or’ thinking needs
to be replaced with ‘both/and’ thinking.
The question should be: “How can we
capture the economies of scale from tight
centralisation and the responsiveness of
broad decentralisation?” What we really
need is 10 out of 10 for both, not a trade-
off between them.

I think this crazy lurching from ideal
or policy to another may be the most dis-
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ruptive and expensive practice of the past
20 years in New Zealand business.
However, there are some cxceptions.
Some companies are winning by following
policies consistent with the laws of life,
(which are now becoming clearer through
the study of a new branch of science). By
unblocking their structures and processes,
freeing up their grass-roots workers, de-
veloping PALs (partnerships, alliances and
linkages) more widely and providing sup-
port systems, they are able to ride the roller-
coaster and maintain service and business
performance — without flip-flopping.

The sweet spot
So what are these laws of life and science
that offer so much to business?

In the past 10 years scientists have
found that life has a sweet spot — a spot
where living systems seem to be able to
have the best of both worlds, a spot which
is vital to all growth and creativity in all
living systems, including businesses.

Since organisations are living systems,
understanding this sweet spot is vital to un-
derstanding business. With this under-
standing we can design organisations with
integrity rather than just following a fad that
is changed at the first sign of a problem. But
in my experience, most business people are
put off by the scientific terminology used
to label these two related sciences; they call
them *“chaos™ and “complexity™.

Scientists have found that whenever

we move from one stable state to another
stable state we go through a period of chaos
and the laws of the science of chaos be-
gin to apply. For example, if we heat wa-
ter the system absorbs heat until at 100
degrees Celsius it suddenly changes from
water (a liquid) to steam (a gas). In the
transition it goes through chaos. Another
example of a chaotic area is where ocean
meets land, think of the proliferate and
volatile life on the coast.

For business the movement from the
industrial age (a stable state for over 100
years) to the information age is an espe-
cially important example which is prov-
ing both chaotic and creative.

There are two key lessons for business
that come out of the study of chaos. Firstly,
close to chaos things speed up enormously.
Often conditions that have existed for
years can be quickly and completely
changed (eg, the downfall of the USSR)
when chaos arises. I's why under the right
circumstances organisarions can go
through amazing spurts of change and de-
velopment. By comparison, not much
happens in the stable states but close to
chaos all sorts of possibilities open up.

Secondly, close to chaos, a small change
at the start can make enormous changes
by the end; therefore a single person or
initiative at the start can be unbelievably
influential on the final result. Individu-
als in the right place at the right time can
literally change the world like Gandhi, or
Martin Luther King.

Now let’s look at complexity. This is
the study of living systems poised between
astable state and chaos... an area (the sweet
spot) which is stable enough to store in-
formation and evanescent enough to trans-
mit it. The study of complexity shows that
all living things need to be constantly off-
balance because this allows them to inter-
act with the environment in which they live
literally sucking in information and energy.

It’s called complexity because at this
point (the sweet spot) living systems have
an amazing ability to create complex struc-
tures from simple parts without any outside
organisation; in other words, they ‘self or-
ganise’. It applies to all living systems, for



example, birds forming a flock, bees form-
ing a hive, nodes forming the internet, cells
forming a human body, people forming a
company, transactions forming an economy.
The very membrane ofa living cell is poised
between a solid state and a liquid state (on
the edge of chaos). This is what makes life
so creative; change a single protein molecule
and you can produce enormous changes.

It’s now clear that to be successful all
living systems, including organisations, need
to self organise. Attempts to control or
manipulate this state will push the system
away from the sweet spot, either into the
steady state called “order” (which by defi-
nition is unchanging and unresponsive), or
into disorder and anarchy. In experiment
after experiment, the complexity scientists
have found any attempts to over-control lead
to a worse resulr. Indeed, if an organisation
is in flip-flop mode (and most are) it’s almost
certainly because managers are treating the
organisation like a mechanical svstem which
can be controlled, restructured, downsized,
reengineered, limited, or put in boxes.

One of the experiments is particularly
relevant to business. You've probably seen
schools of fish move like synchronised swim-
mers. Recently scientists working at Santa
Fe University tried to replicate fish swim-
ming in groups on a computer screen us-
ing top down control. They found thateven
using super computers the program became
impossibly complicated beyond about 10
‘fish’ because the number of relationships
became overwhelming. In short, the top
down approach was a dismal failure.

Three simple rules

Next they programmed three simple rules
into each *fish’ and when they ran the pro-
gram the ‘fish’ swam and circled in the most
amazingly life-like patterns. The three rules
programmed into each ‘fish’ were:

1. Keep moving,

2. Stay close to your neighbour, and

3. Don’t bump into anything.

Talk about attaining complexity from
simplicity! I think these rules are inter-
esting — imagine an organisation where
they were put into practice. Putting them
into business language they might read:

1. Keep learning and experimenting, if it’s
in line with the vision... “do it”,

2. Build relationships, understanding and
work together,

3. Work to each other’s strengths.

Scientists are now finding that all
complex systems are based on a few sim-
ple rules like this builtin at the local level.
And these rules work to produce the most
amazingly complex behaviour globally.

Managers are not stupid, however most
have been working on a mistaken assump-
tion that life is like clockwork. It turns out
that businesses run better when they have
a common vision, a few simple rules that
everyone adheres to, strong leadership (but
a different type), and trust that the world
is basically self organising. The scientists
say that in living systems more control leads
to less order and less control leads to more
order. Living systems can’t be herded along
a predetermined path, they seldom goina
straight line. The trick is to encourage win-
ners and amplify positives. This can be
done, partly by managing conversations,
partly by looking for and boosting ‘posi-
tive deviations’ (things that are already
working unexpectedly well), feeding them,
giving them resources and visibility, and
partly by providing highly respected role
models, so that people start to notice the
success and want to be part of it.

At present science is several vears ahead
of business in understanding how the world
works. If science is right, most managers may
beacting in a way, which is counter-produc-
tive. What’s required is leadership that helps
build a sense of identity, relationships, in-
formation sharing, meaning and self worth.
Instead of controlling the organisation in
the traditional way — which complexity says
is impossible to achieve anyway — ease off
the rule book, empower employees, reduce
hierarchical levels within the organisation,
allow people to take ownership of the busi-
ness, focus on promoting values and prin-
ciples and spend more time building rela-
tionships rather than reorganising. @

Bruce Holland is the founder of Virtual Group Busi-
ness Consultants and a Fellow of NZIM. He is an ex-
pertin releasing brainpower throughout large organi-
sations. For more information see www.virtual.co.nz

nzim

N ZI1 M
The Mianagement Resource

NZIM MISSION
To improve the quality and status of New
Zealand managemeant.

NZIM FOCUS - 2002

» A knowledge based organisation leading in
the use of technology

» Recognised for leadership and excellence

» Membership recognised for value

 Qualifications recognised by employers

= The preferred management training
supplier

« The trusted voice of management

= Product and service excellence.

NATIONAL BOARD

DOUG MATHESON Life FNZIM (Chairman):
TONY HASSED Life FNZIM (Deputy chairman)
JOAN BAKER FNZIM

MICHAEL COWEY FNZIM

DOUG MARSH Life FNZIM

ERROLD PAYNTER FNZIM

ROGER KERR FNZIM

OFFICES"

National Office :

CED: DAVID CHAPMAN FNZIM

Box &7 Wellington:

Ph 0-4-485 8303, fax 0-4-495 8302
email national_office@nzim.co.nz
National web site: http://www.nzim.co.nz
Auckland

President: REG BIRCHFIELD FNZIM
General Manager: STIG EHNBOM ANZIM
Box 26001, Epsom.

Ph 0-9-525 3300, fax 0-9-525 3302,
email stig_ehnbom@nzim.ce.nz
Central

President: ROBIN DUNLOP FNZIM

CEO: IAN BALFOUR FNZIM

Box 11781, Wellington

Ph 0-4-435 8300, fax 0-4-495 8301
email ian_balfour@central.nzim.co.nz
Ganterbury
President: GORDON RICHARDS FNZIM
CEO: REG GARTERS FNZIM

Box 13044, Christchurch

Ph 0-3-379 2302, fax 0-3-366 7069
amail reg_garters@nzim.co.nz
President: ROBERT JANSSEN FNZIM
CEO: ALAN McKEOWN FNZIM

Box 1117, Dunedin 7

Ph 0-3-477 9277, fax 0-3-477 8239
email alan_mckeown@otago.nzim.co.nz

MANAGEMENT March 2002 61



