STRATEGY REVIEWS AS LEARNING

To test what it takes to become a Learning Organisation, let us have a look at one of Shell’s earlier experiments in organisational learning.

Following a study made by Pierre Wack, an Internal Consultancy unit was set up which at the behest of Gareth Price started to apply an interview technique, originally pioneered by the Institute for the Future in California. Seven “trigger” questions proved quite effective to bring out a manager’s view of his world. The interview notes would not produce directly the “mental models”. They would be distilled into a Natural Agenda, the Axioms and the Dilemma’s. These would be fed back to the team in a special meeting; in the ensuing discussion, the team would gradually start building a model of the situation which they would share. In this round-about phase, soft modelling techniques like Hexagons were successfully employed. Many teams experience this intermediate phase of” jointly building the map’ as a strong learning experience. Further learning (especially about the dynamics in their situation) follows once the maps have been converted into computer models and the team can simulate (+play with their representation of their reality).

These strategy reviews were quite popular; so much so that top management became concerned. Many (difficult) decisions were implemented in the wake of these “learning” experiences. Yet, in most teams which had gone through one of those exercises, two years later, there was not a trace to be found of any improved decision taking procedure.
Subsequently, many of these ideas were introduced in Shell’s management training and development programmes. With these two steps forward, one would expect Shell to have made important(rapid?) progress towards becoming a Learning Organisation. Although there has been some, the Group still has a long way to go.

So, could it be that there are other factors which influence the learning behaviour of organisations? That it is not simply a matter of introducing a different decision taking behaviour of a company’s management teams at all hierarchical levels?
In the mean time, Kees van der Heijden had been doing some useful applied research trying to find a method to develop visions, options and strategy. One which would work in the Shell environment. Following this, he was asked to set up an Internal Consultancy unit with two other senior members of the Group Planning community, Gareth Price and Graham Galer.

Their consultancy services were on offer to any Shell operating company or business unit that was prepared to pay for their expenditure. The idea was to create a number of high profile examples in the hope that subsequently these better planning practices would spread through the Group. 

The Internal Consultants were a splendid success. In 4 years of operation they covered some 40 (major) operating companies and business units. They were in constant demand, such that top management became worried that operating managements were abdicating their responsibilities and were getting the consultants in every time they came up against a real difficulty! One would have expected that after these four years, there would be a marked improvement in the way that the majority of Shell management teams were going about their planning and decision taking processes.

Alas, the reality was that in a number of checks that were taken two to three years after a company went through a consultancy experiment, greatly appreciated, often with recognised success, it was found that there was not a trace left of the more systematic and disciplined methods to which that company had been introduced by the consultants.

Yet, through this consultancy work, some real and workable solutions had been found for the hitherto unresolved difficulties of the capture of the individual mental models and the calibration of these models into a shared team understanding.

In preparation of a consultancy and long before there was any meeting, the consultants interviewed every member of the team, a number of other people at different hierarchical levels, some outsiders both inside and outside Shell and sometimes customers and suppliers. The interviews were held in strict privacy with anonymity guaranteed by two interviewers, one asking the questions and both taking notes. In those days not even tape recordings were made.

A note was sent to the 15 to 25 people who had been selected for the interviews in which the subject was defined. The subject was mostly some unsatisfactory business condition which had lasted already quite some time and for which no satisfactory solution had yet been found.

The questions were inspired by an interview technique which had been pioneered by the Institute for the Future in California. They were “trigger” questions, intended to put in motion a train of thought and the interviewers were skilled to keep the thoughts flowing by avoiding to cut in too quickly with a new question and by recapitulating the interviewee’s last remarks.

The interviewers had an arsenal of seven questions. Mostly only four or five were needed to fill up between one and two hours of interview. Usually, the first question asked was the “ oracle” question. Dressed up in one way or another, the interviewee was asked to imagine that he would be admitted to the Oracle of Delphi the next morning. As he undoubtedly remembered from his school years, the Oracle allowed him only three questions and this would be the only opportunity he would ever have in all his life to do this consultation. The question for the interview then is: thinking about the unsatisfactory condition of the business under review (or the lack of a satisfactory action or whatever was the case with this company); “Which three questions would you ask the Oracle?”.

THE SEVEN QUESTIONS

in their dressed down shape:
1.
The Oracle question: If you met the oracle of Delphi, what three questions would you ask?

2.
The Past: Without assigning blame, what lessons could be learnt from the past?

3.
The Present: If you could give advice to yourself as a young person in today’s world, what would you say about this industry?

4.
The Sleepless Night : What could keep you awake at night and what are the greatest obstacles to change?

5.
The Competition: Which of the competitors’ businesses would you most like to run?

6.
The Stake holders: Who gets a good deal in this company?

7.
The Epitaph question: As a manager, for what would you like to be remembered? What would you like to see written on your tombstone or hear in your farewell speech?

Taken from the Shell report IC 93-075 “Solving Messy Problems”, Aug. 1993

Mostly, the Oracle question was already good enough to fill the first 15 to 20 minutes of the interview. When the interviewee would dry up, the next question would be asked. Three to four questions would suffice to fill between one and two hours of interview. The more senior the interviewee, the longer the interview. This is not surprising. After all, one would expect the more senior person to have more things to say about the subject ! Generally, people would enjoy the interview. It seemed as if it almost came as a relief that somebody asked them to give their views and doubts about the situation, rather than their conclusions and recommendations as is usually the case in management and Board meetings.

The interviews would yield hundreds of pages of notes which subsequently were introduced in a computer data bank in the form of “bullet statements”, verbatim quotes of what the interviewees had said. This material was then analysed, (usually in a late night session) into the following three categories:

The Natural Agenda: the experience of the interviewers is consistent. Around the twelfth interview, a full list of “things to be done in this organisation” had emerged. After that, rarely, an additional item appeared that had not already been mentioned by one of the previous interviewees. This list is the company’s Natural Agenda, the items waiting for discussion, conclusions and action. It is not normally the same as the items that figure on that management team’s meeting agenda!

The Axioms : every organisation knows a number of statements and opinions which everybody in that organisation accepts without questioning. They are like the axioms in mathematics and geometry : the point at which thinking starts, the established principles and self-evident truths. These axioms are like border posts: they make options, business opportunities and new fields or methods into no-go areas which, moreover, nobody in the organisation ever really queries. One typical Shell axiom which would surface with great regularity was “ that the Group is only any good at doing big business”. This axiom prevents a line of thought which would go as follows: ”Big businesses usually start small...” and anyway, that line would be stopped short by another Shell axiom which says “ that management time is scarce and big business requires 100 % of that scarce commodity”. Since there is no bigger business in the world than oil business, these two axioms together keep the Shell Group on a one line course like an automatic pilot. Mostly, this is a good thing. Big ships can not, and should not be pushed through course changes when not necessary; a super tanker takes up to 20 nautical miles to make a turn! Bringing out the axioms in a strategy review, however, ensures that the decision to stay on course is not taken by default.

The Dilemmas : it is the work of Hampden-Turner which brought to my attention the role of dilemmas in unresolved management situations. Underlying basically unhealthy business situations for which a management group does not seem able to take decisive action, one finds very often a dilemma that splits this management team right down the middle. 

A dilemma according to Hampden-Turner’s definition is the pursuit of two equally desirable objectives which are mutually exclusive. 

A classic dilemma in business is the one between “growing the business” and “achieving a healthy financial situation”. Growth usually takes up all the money and prevents the company from achieving a healthy balance sheet, whereas repaying the debts, building up a comfortable cash position, etc. means that there is very little money left over with which to grow the business. However, both objectives are equally desirable, mutually exclusive and usually defended vigorously by one half of the team members.

Lifting out the dilemmas from the interview material has a liberating effect on the team. By showing the management that the deadlock was due to the two opposing groups pursuing objectives which are equally desirable for the company, but mutually exclusive, is the same as telling them that they are both right. This creates the basis from which this team can now start discussing how they can reach both objectives. To do so simultaneously is usually not possible, but over time a company can often both grow and improve the cash position.

The next step in the strategy review is to feed back the interview material to the team in a special meeting. Natural Agenda, Axioms and Dilemmas are all presented and every statement made by the interviewers is backed up by verbatim quotes from the interviews and bullet statements. It is recommended to have professional facilitators in this meeting. Long standing management problems have a habit of accumulating strong feelings over time. And some of these problems have long histories indeed! When the statements from the interviews appear on the screen it is not uncommon to hear some strong language. At this point it is important to be able to hide behind the anonymity of the interviews and the fact that many people not present in the room have contributed to the interviews. Emotions may take up to a couple of hours to boil off, but then the team is ready to start mapping out the situation with the help of the abundant material which is already on the board or the screen.

The interviews help to externalise the mental models of the individuals. Next, the team begins the calibration process and starts building a model of the situation which they begin to share. 

As mentioned before, we found System Dynamics or even the presence of a computer not very helpful in this stage. What we did find helpful is a distinctly low-tech technique, called Hexagons. This technique has been developed by Tony Hodgson of IDON in Scotland. To quote the Shell IC report: “Hexagons help to introduce and order new ideas. In a group session, individuals note down their ideas on magnetic , coloured hexagons which are placed on a white-board. The hexagons are then clustered to show related concepts and connections between ideas.

Hexagons are applicable to virtually any problem or issue and can be used to capture and group ideas in any stage of the development process. The flexibility of the method means that it can be used in various contexts and provides a means of stimulating creative thinking and eliciting a collective view of issues”.

Even teams of quite senior managers react positively to soft modelling techniques like the Hexagons, which is definitely not the case with the much harder methodologies as System Dynamics at this early stage of capture and mapping of a management team’s mental models. For many years already, there has been interesting research going on in the UK in this area of soft modelling and cognitive mapping. Useful results were also achieved with systems developed by Peter Checkland, Jonathan Rosenhead and Colin Eden.

All of these techniques add structure and clarity to messy problems. They aid a team to pool their understanding of the situation and, at the same time, to develop a language in which they can now communicate with greater precision. More often than not in these mapping sessions, teams will develop ideas beyond the point to which any of the individuals had got  before the session started. So, it is not surprising that many teams experience the Hexagon map or the causal loop diagram (if Stella or I™Think are used) already as an intensive group learning experience. At one time there was quite a debate going in Group Planning if it was really necessary to go the next step and develop the “map” into a fully quantified computer model with which the team could “play” (= simulate “what-if” situations).

There is no doubt in my mind that the play-phase is a necessary second learning phase which for most situations should follow the mapping. There is no other way for the team to discover what Forrester calls” the counter-intuitive consequences” of their actions, to find out what the long term results are of internal or external changes and, especially, to really understand the relationships and the dynamics in their business situation. In the same way as one does not learn how to ride a bicycle by designing one, but not using it, so does a management team only learn by experimenting with the representation of their reality (which is the mental model that they now share).

Accepting this view means that one needs to face the difficulty of how to convert the shared Hexagon map or the causal loop diagram into a fully quantified computer model. Notwithstanding the undoubted improvements made by Barry Richmond in the available software, we have a long way to go in this area. Management teams, especially very senior ones, do not take easily to sitting through a session of quantification of a computer model with the software as it is available. So, the temptation is always there to dismiss the team and hand over to the computer modeller to put the model together in her back room office. The more so, since computer modellers do not seem to wish anything better.

This temptation should be resisted. Any model emerging from the modeller’s back room office runs an unacceptable high risk of not being seen by the team in their next session as their own representation of reality. If that happens, the best one can expect is the team playing a game to win, rather than play for learning. I believe that the real challenge is not to make more or other software, but to design a computer language in the same way that Seymour Papert developed LOGO to allow his six year old pupils to design their own micro worlds with which they learned to discover the world of mathematics and geometry.

In short, therefore, at this stage of the research into institutional learning, we have the computer as the best available carrier of the interactive models of a management’s reality and System Dynamics as the modelling methodology to get them there. Until newer technologies come along like, perhaps, Virtual Reality to create more encompassing “representations of reality”, we still have a lot of ground to cover before exhausting the potential of the two-dimensional computer model.

