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Organic Strategy
When the old ways of doing things don't seem to work anymore, consider nature as the model for organizational strategies.
Change has changed. It has accelerated, become erratic and unpredictable. Today, organizations struggling with change are increasingly acknowledging that their old ways of doing things don't seem to work anymore.

We used to go to the trouble of making forecasts. We projected the past into the present and out into the future. We looked at effects and searched for the causes. And we expected to be able to predict future effects. All we had to do was get enough smart people in the room to reach consensus on the causes and the effects. But change has been making a fool of cause and effect. It has gone its own way with a remarkable lack of respect for elegant forecasts. And it's been laughing at the experts and at consensus.

The evidence of a change in change abounds and is nowhere more evident than in the failed consensus views of experts. It was no one's consensus view that the Berlin Wall would crumble and the Soviet Union would collapse. There was no consensus pointing to the decline of IBM and the disappearance of the Sears catalog. No consensus view foresaw the emergence of the Internet and the rise of the Microsoft empire. The decline of the American auto industry was much in evidence but no one predicted its collapse and takeover by the government. Nor was the fall of large banks on anybody's radar screen.

In health care, you don't have to look far to find mighty ships of consensus smashed on the rocks of complex reality. There was once a consensus view that Columbia HCA was a juggernaut, capitation was inevitable and the hospital was a cost center. We look back and wonder how the consensus could have been so confident and so wrong.

There were 30 or so stock analysts who made their livings covering once high-flying Oxford Health Plans. In September 1997, most of these analysts were urging people to buy Oxford. One, only one, analyst was advising investors to sell. On Oct. 27, 1997, Oxford announced an estimated loss of $53 million, then later revised it to $78 million. Oxford stock quickly fell from its high of $86 to $23.

Forbes magazine described Wall Street in its Dec., 1997 issue as "swarming...with highly paid security analysts loaded with advanced degrees and surrounded by hype." So how come there are so many unpleasant earnings surprises? Forbes answered its own question by describing the analysts as "lazy" and "greedy."

Forbes may have been right, but I don't think laziness and greed fully explains why the analysts failed to anticipate Oxford's problems. The analysts focused on technical factors related to evaluation of stocks as well as qualitative factors such as quality of management. Indeed, Oxford CEO Steve Wiggins was still being heralded as a visionary wonder boy right up until the stock dived. Then the experts started looking for the cause. A new consensus view emerged. It was Oxford's computer system that caused all its problems. What a relief - a cause that could be fixed.

But I'm afraid what really tripped up Oxford and the analysts was a profound misunderstanding of the change in change. It's change without clear cause or effect. In the face of a consensus view that had HMOs like Oxford in the driver's seat, providers started to push back on pricing, consumers started to insist on choice and physicians started to consolidate - all developments the consensus view somehow failed to anticipate.

We used to view change as a thing that rolled through our lives, like a winter storm pounding the beach into something different by spring. Change had some linearity to it. Even if the frequency of the waves increased as the troughs deepened and crests lost their predictability, at least we sensed that the waves of change obeyed laws we could understand. And if we could understand change, then there was the possibility that we could predict it; maybe even manage it.

But maybe we never really understood change. Change has begun to look more like spreading jungle vegetation than breaking waves. It pours irrepressibly onto the landscape like vines branching, interweaving, tangling, swallowing and engulfing.

The Internet is an example of the change in change. Nobody is in control of it. Nobody designed it. Nobody knows how it's mutating minute to minute. And nobody knows where it's heading - other than it's spreading. Suddenly, change looks almost alive. It's become organic.

Faced with this kind of change, where do you look for insights on how to carry an organization into the future? A trip to the business section of the nearest bookstore will get you one kind of answer. Here there are books and advice aplenty built on a common recipe: Examine the history of currently successful organizations, identify characteristics that seem to be tied to their success, then generalize those characteristics so they can be adopted by others. The problem is that in the business section you're invariably dealing with some very short timelines. The average American corporation has a life span of only 50 years or so. 

Where can you find a longer timeline, one with more experience in it? In the history section, of course. Rome or China have longer and more distinguished track records in strategy, leadership and commerce than Starbucks does. The lessons on these shelves are rich and useful.  But Rome is still but a pinprick in time. Keep moving.

Head into the science shelves. Here you'll find a history with a future and a past extending back to the dawn of time - a rich repository of tried and proven designs and methods for getting ahead in the universe. On these shelves, thinking from diverse fields mixes to create new perspectives at a dizzying rate. Most notably, physics and biology are blending. Scientists are producing unique but intertwined bodies of research and thought that offer new views including a self-organizing universe in which "life is inevitable" and evolution shapes everything dispassionately like a "blind watchmaker."

In this new view, the old demarcations between physics and biology evaporate. They become one science. And it is a science poised to undercut everything we may have considered principles of management. What are the implications of this new science for organizations?

Strategy is everything. DNA is an organism's game plan for surviving in the present and moving into the future. It is a cell's strategic plan for getting ahead. Most scientists agree that DNA survival is the central imperative of all living things. Life is single-minded. It will do anything to ensure that its DNA is able to move into the future. All of life's mechanisms and characteristics can be viewed simply as the means by which DNA is perpetuated. A chicken is only the implementation of a chicken's DNA plan for survival. Implication: How the organization intends to get into the future must be its constant obsession.

Sensitivity to initial conditions can create big change. Little things can cause big things to happen a long way off in time and space. A small change in water temperature in the Pacific can set off hurricanes in the Atlantic. Small movements set off large swings that are completely unpredictable. Implication: You may be able to predict short, but you can't predict long. Individuals matter. Individual actions can set off big changes. Groups are no more likely to be effective at predicting long or setting off change than are individuals.

Evolution is the machinery of change. Things evolve as the result of mindless iterations constantly tested against the environment for usefulness. The most useful will be sustained; the less useful will wither away. Every iteration of life, no matter how complex, is the result of evolution. Hydrogen evolves into water; water and carbon evolve into membranes that entrap amino acids. The amino acids evolve into proteins. They replicate and off we go. Life is inevitable. Hydrogen, given enough time, evolves into man. Implication: Successful organizational evolution requires continuous experimentation. The more possibilities you throw at the environment, the more fit you'll be for survival.  Continuously make lots of small bets.

Things will self-organize. Without help, disorganized masses of newly born stars will self-organize into spirals. Water will self-organize into ice crystals. Chemicals will self-organize into different colors at precise intervals. Implication: You don't have to work so hard at organizing things. They'll organize themselves and do so in a way that's sustainable.

Change follows an incremental path. Those looking for bold strokes in life will be disappointed. Dramatic changes in the form of sudden extinctions seem always to result from external, rather than evolutionary, forces. Bold changes do occur as evolution plays out over time. And significant changes can occur within a few generations. But the path is almost always one of incrementalism. If change is significant and occurs over relatively short periods of time, the method will be accelerated incrementalism - probably brought on by intense environmental pressure. Implication: Be wary of those bearing bold plans. If boldness appears clearly called for, then get there in many small, quick steps rather than one big one.

The only way to keep from falling apart is to constantly disassemble and reassemble yourself. The second Law of Thermodynamics says all things move toward entropy. Everything runs down. But life has figured out a way to run uphill against entropy. It uses the abundant energy of the sun to reverse the direction of entropy. It uses that energy to continuously take apart molecules before they can fall apart. It then reassembles them, creating new, fresh bonds. Implication: The only way to sustain an organization is to regularly take it apart and reassemble it.

The whole is present in every part. Life is holographic. Some organisms are comprised of a single cell. Some are comprised of trillions. But each cell of every organism, no matter how complex, has all the information in its DNA it needs to create a whole new organism. Implication: There are organizations within organizations. Everyone needs to understand the organization as a whole; just knowing your piece isn't enough.

Relationships shape and define every corner of the universe. It is impossible to know whether something exists except through a relationship with it. Without relationships, reality cannot be defined. Organisms evolve by relating with other organisms and their environment. Hydrogen evolves in relation to other molecules and the laws of physics. Implication: You can understand your organization only by understanding its relationships. You can understand the people in the organization only through their relationships with each other. If you're really a system, then you ought to be focused more on interactions than actions.

The cell is the basic organizational design. Somewhere along the line, nature settled on the cell as the basic organizing principle of life, and she has stuck with it ever since (around 4 billion years on earth; God knows what she's up to elsewhere in the universe). No organizational design has stood the test of time like the cell. Implication: Organizations should embrace cell structure and processes as a metaphor. Ask questions like, "What are the strategic and organizational implications of cellular design? What do we make of these membranes, nuclei and mitochondria?"

Nature emerges from the laws of physics: What made the universe in its coldest reaches drives life in all its complexity. To appreciate things organic, and their implications for organizational behavior, it helps to consider the rich stew from which they have emerged.

The science that blends physics and biology challenges long-held assumptions: whether nature is what Descartes said she was - a whole understood through her parts; whether she's what Newton said she was - a well-oiled machine governed by definable laws; or whether she is both. Organic change is a twisting, tangled path that loops back on itself in unpredictable ways and randomly interweaves with other paths. On this journey, the comfortable ideas of the past, the ideas around which we've tried to organize our lives - and our organizations - will have little use.

I suggest that we model our organizational strategies on those of nature. But nature, though an obliging guide, is not so easily followed. Indeed, she appears to be filled with conflicts that might cause you to question her integrity. Put her on the witness stand and ask, "Do you believe in cooperation?" and she says, "Yes." "Do you believe in competition?" "Yes." "Do you believe in disruption?" "Yes." "Do you support equilibrium?" "Yes."

Obviously, this is testimony riddled with contradictions. But there is one more question to ask, "Do you believe in paradox?" The answer is emphatically "Yes!"

Paradox is one of the unifying themes that runs through all of life. If you miss the centrality of paradox in nature, you miss something big.  Life is awash with paradoxes like these, each of which has implications for organizational management:

Life depends on both chaos and order. There is vast unpredictability to life, a reflection of the complex universe out of which it has emerged. Chaos keeps the pot stirred and the possibilities flowing. But flowing where? Paradoxically toward order. Given enough time or distance, order becomes apparent in what may have appeared, closer up, to be disorder. Chaos has order built into it, just as order has chaos built into it. There is a boundary line between order and chaos called the "edge of chaos." Here at this line, natural selection and self-organization combine to create evolution. Implication: Chaos and order are partners. There are no negatives associated with either. Chaos is not bad. Neither is order. Shake off the impulse to conquer the discomfort of chaos by imposing order. Be patient. Give order time to emerge.

Life competes and cooperates. The cell will do anything to get its DNA into the future. Male lions conquer other prides and then systematically kill off the cubs. One set of DNA survives, another perishes. But organisms also get along, recognizing that sometimes nice guys last longer. Whales have been seen working in teams trying to rescue a comrade from the whaler's harpoons. Life is not a love-in. And it's not a bloodbath. Implication: Cooperation is a useful tool in ensuring organizational survival. But so is competition. Organizations overly committed to cooperation are dysfunctional; so are organizations that are overly competitive.

Life is committed to stability but depends on disruption. Much of what a cell does is geared toward maintaining its internal balance. Without this balance, all living things ultimately perish. But it is the disrupting jolt that makes the cell evolve. Too much ultraviolet light and the rate of mutation goes up. Too many threats in its environment and the cell kicks mutation into overdrive, accelerating its rate of experimentation. Implication: The balance of the organization should be maintained. A sense of internal security is desirable. But too much security breeds complacency. Don't wait for the external environment to jar the organization. Shake things up every once in a while.

Life moves toward complexity but preserves simplicity. There is some linearity to the direction of the cell. It is evolving toward higher levels of complexity. Yet the simplest of living things on earth still flourish in the form of single-cell organisms. And it is out of single cells that all complex life is constructed. Implication: To sustain complexity, you've got to have a foundation of simplicity. Build complexity out of simplicity.

Life relies on both hierarchy and loose equality. No cell, no organism, is a democracy. Organisms are structured in order of their importance to the preservation of DNA. Throw a mammal into freezing water and its blood and body heat will be quickly triaged to establish bulwarks that protect the brain. The brain is more important than arms and legs. Nature makes great use of the command-and-control model. If she didn't, we'd rely on hearts that beat when they wanted to. Yet every complex organism is a voluntary republic of cells that have become specialists, each of which has a critical role to play in sustaining the organic republic. Implication: The tendency to organize things is natural and necessary. Yet tendencies to use a hierarchy to diminish the parts suboptimize the whole.

Life is built from both standardization and variety. Life takes standardized materials and methods, then creates great variety from them. A proper metaphor might be Lego blocks. They started out the same size and shape: simple blocks with interlocking capabilities. But even these simple blocks could be built into a variety of houses, walls, bridges. Then Lego added some variety to their blocks. They put some curves and angles in them, threw in some wheels and tubes. Suddenly, the variety and complexity of what could be built exploded. A little variety in the building blocks created immense variety in the possibilities. I have sitting on my desk a Lego space shuttle, complete with launching gantry, courtesy of my son, Andrew. All of that from simple blocks. Life does the same thing. It uses elements like carbon and hydrogen as basic building blocks. And life has standardized communication. All living things speak the same genetic language. All of life's variety is based on different arrangements of just four letters in the genetic code. Implication: Standardize your way to variety.

Life's accidents foster both variety and death. Mutations - accidental mix-ups in the information in an organism's genes - lead to differences in the organism's offspring. These differences, when passed through the sieve of natural selection, may be useful. Or they may have a negative impact. Useful mutations speed up evolution and propel it down paths it might not have taken otherwise. But accidents kill too. Mutations may create legs that are too short or paws that are too big. Those mutations will be removed from the gene pool by natural selection. Meteors of sufficient size accidentally finding their way to the surface of the earth undoubtedly wiped out whole species in a flash. Accidents are necessary to oil the machinery of evolution, but they can also lead into oblivion. Implication: Accidents and mistakes are both threats and opportunities. Even the most threatening mistake yields learning. There is no such thing as a bad mistake unless it leads to extinction (death of the organism's DNA or, in the case of an organization, its mission). But some mistakes can kill you, and they don't have to be big mistakes.

Life is open to possibilities but tied to the past. As malleable as life is, it also requires coherence with the past. In fact, the requirement that living things maintain the integrity of what they have been appears to be one of the few constraints put on evolution. This alignment with precedent is called "self-reference." While immense changes are possible over time, there is always coherence and consistency in the evolution of things. The skeleton of a chicken looks remarkably like the skeleton of the prehistoric lizards from which it surely evolved. Evolution is a possibility generator. But it generates possibilities within the bounds of the past. Implication: An organization's history matters. Everything old is not bad. Everything new is not good. Extrapolate from the past into the future. Exploit possibilities within the context of the organization's past.

In health care organizations, particularly the nonprofit variety, there is a tendency to try to make "mission" and "margin" into an either-or proposition. To create pressure to choose. The dilemma can't be passed off with the popular observation, "No margin, no mission." That's cause-and-effect thinking. It's a false choice cleverly disguised.

Organic strategy would suggest embracing the energy in the paradox rather than trying to extinguish it. The answer is to choose both mission and margin. Mission is purpose and margin is part of the sunlight that fuels the machinery. Both are essential.

There is a danger in importing thinking from the rich, new science of life to organizational management: It is easy to succumb to the temptation to wrap that thinking up in personal values and agendas. There is a great tendency to set up "goods" and "bads" based on biases: Cooperation is good; competition is bad. Relatedness is good; aloneness is bad. Disequilibrium is good; equilibrium is bad. Nature doesn't dwell on such distinctions. She spends little time condemning the ruthless lion or celebrating the compassionate whale. Paradoxically, she depends on both.
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