Leading
Change

What type of
change is needed
to move onward

Leaders need to be flexible and adaptive towards change. Here we illustrate how
nature—the most successful organization ever—can lead change. Five concept
statements are presented and translated into the world of business. The concepts
are summarized into normative, strategical and operative action steps on the basis
of proactive thinking. This approach can be used by any organization to achieve
leading change.
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Change is a fundamental principle of life. Here we look at
change concepts from an economical and biological per-
spective. A famous branch of applied mathematics that
deals with strategic situations of change in economy and
was later applied to biology is game theory. It was estab-
lished based on the assumption that an individuals success
is closely linked to the behavior of others. An example is
biological altruism through kin selection, where it is argued
that an individual would only provide benefit to the group if
this eventually results in its own benefit. Game theory could
be applied to both, market economy and biological proc-
esses because they are governed by similar processes,
such as the competition over scarce resources. It causes a
natural selection in both fields. In biology these processes
cause the raise and fall of new species and the refinement
of existing ones. In business it stimulates the appearance of
new business models, products, services, and the refine-
ment of existing ones. When business environments
change, previously successful strategies fail, which forces
evolution. Organizations that are unable or unwilling to
change, like endangered species, become marginalized or
extinct’.

Besides these similarities there are substantial differences
to consider between biological processes and the business
environment. As we understand today, nature’s reaction to
change is non-directive. Vast amount of resources are used
up to develop the right strategy. In contrast, the business
environment is directive and should aim to be proactive.
Proactive in the sense that one is capable to imagine a bet-
ter world to its standards and has the capability to actively
change the presence towards it. Strategical alignment
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should therefore not be deduced solely on the basis of biological proc-
esses that deal with competition, as has been done previously. This we
have to keep in mind when translating biological concepts into economi-
cal sound strategies towards leading change.

Adaptation to change

Adaptation to natural changes run over generations, are non-directive and there-
fore reactive. Changes in strategical alignment are immediate, mind driven and
aim to be proactive.

BASIC PRINCIPLES OF LIFE

Hundred and fifty years ago Darwin, the great naturalist, revealed the
fundamental principles how life adapts to change in his theory on the
origin of species?. To some it is the most powerful idea ever, since it is so
simple and explains so much at the same time. The theory argues that all
life depends on a continuous change through adaptation, known as evo-
lution. A species can only survive if it constantly adapts to new environ-
ments, a process that is driven through natural selection. The term natu-
ral selection stands for the observation that more individuals are pro-
duced than can survive to reproduce, and that those who die are gener-
ally less fit. Thanks to this advantage, the fittest individual can reproduce
more frequently than competitors, commonly known as ,survival of the
fittest”. Todays understanding on the change of life assumes that adapta-
tion to new environments is non-directive, meaning that changes occur
randomly and are not predetermined. In biological terms change begins
with mutations, errors to the genetic material of an organism that may
alter its reproductive capability. Most of the random errors will not affect

the performance of an individual. But some will be lethal and others will
lead to a reproductive advantage over competitors and therefore to more
offspring to spread the altered genetic material. Darwins theory argues
that all living matter may originate from a single source on the basis of a
strong reproductive design. Repeated over millions of generations and
crossed with the natural separation of single populations through
boundaries, such as mountain ranges or the sea, this process may have
created todays biodiversity. However, according to the theory changes
never persist and what we perceive as todays existence is again only an
adaptation towards continuous change.

The change of life bears lessons for any organization. Lets translate the
biological concepts into action steps for leading change -

I. Natural selection drives survival A species can only survive if it
constantly adapts to new environments, a process that is driven through
natural selection

All organizations depend on the same principles to be successful in a
market; distinctive concepts, products and services that are needed by
costumers, improved effectivity, raised productivity, assured core compe-
tencies and secured growth, rentability and assets. Following these prin-
ciples is essential but does not result in a leading position for survival. An
organization that is not adaptive and does not develop the will to learn
and to change cannot comply with the lasting demands of a global, by
competition driven environment. Eventually other organizations will take
up its position. Survival in nature depends on an advantage over com-
petitors and this holds true for leadership in economy too. An advantage
is gained by detecting and filling gaps between todays solutions and to-
morrows needs. The fundamentals of change that are relevant for the
own organization have to be detected and the current corporate align-
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ment has to be reconciled based on the findings. A prime example was
Apples strategy to access the entertainment market as an IT company.
By melting three basic demands, entertainment, IT solutions and mobility
into an integrated service based on iTunes and the iPod it caused a revo-
lution in the entire entertainment industry.

Action step |

Leadership competence demands to detect the fundamentals of change and of
costumers needs, to imagine a plausible future and to fill the gap in between.

Il. Adaptation is non-directive 7he fundamental understanding of
natural selection lies in the fact that adaptation to new environments is
non-directive, meaning that changes occur randomly and are not prede-
termined

The concept that everything is the result of random processes is difficult
to grasp and leaves us with the feeling of helplessness. To counteract
this state we are in constant search for rules3. Rules help us to make
random processes in nature understandable and tangible. The more rules
and structure we bring into a system, the less coincidences are apparent.
Coincidences that still appear are then identified as outliers and we tend
to average them out. A world of rules and structures therefore leaves us
with the impression that things are less random and more regulable.
However, by doing so we miss out the opportunities that come along
with outliers and this is where change can make a difference. The finan-

cial crisis is a good case study for this scenario, since everyone had to
deal with this extreme failure. One major source for this event were the
rating agencies. They highly rated subprime loans, masking the fact that
these were based on risk rates (subprime rates), taken of people that
were not legitimated for normal credits. The reason for this behaviour
was that the rating agencies could not predict the market situation any-
more. They took past experiences with these loans to extrapolate into the
future and relied on the issuer of the loans which were reliable and had a
good reputation. Instead they should have considered the relevant crite-
ria, such as the subprime rate as a reliable indicator.

There is no change directive that is valid for every organization and at all
times. But within a given frame often similar processes can be found. In
most cases these processes are pinned down and defined. Accurately
defined processes are accomplished to align performance stringently
according to the chosen strategy and to avoid mistakes. By doing so the
organization is deliberately directed towards a lack of flexibility. This may
result in a situation where upcoming outliers and the resulting changes
they demand can only be incorporated poorly, or are not even identified
as such. The question should therefore address the crucial limits to a
given process and how to overcome them? A further constraint is that
processes based on empirical evidence do not support the foresight of

Action step Il

Acting in a market demands flexibility and the competence to challenge but also to
drop existing knowledge, and as a result gain new perceptions.
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new solutions and a better future. Therefore the relevant question is how
accurate one can be, without losing the ability to learn fast enough from
novelties and especially from unexpected outliers? A novel situation de-
mands a new approach since the past know-how may not be suitable
anymore. As a result, there is a continuous need to develop the ability to
challenge existing knowledge. It is advisable to cumulate knowledge, but
it should never be taken as the ultimate truth. This holds especially true
for global markets, where unexpected novelties are more frequent and
have stronger and longer lasting impacts compared to local markets.

I11. Errors lead to an advantage over competitors Some errors will
be lethal and others will lead to a reproductive advantage over competi-
tors and therefore to more offspring to spread the altered genetic mate-
rial

Business as usual generally leads to a development at the same pace.
Real success is based on creativity that is anticipative. But the more pro-
ductive we are and the more creative we are, the more errors occur®.
Errors have to be accepted as a guide towards the future goal. They are
part of a constant learning process and therefore bear the potential for a
real advantage over competitors. Errors can be distinguished according
to the result they create and according to their source. One can separate
them into unexpected failures and successes. Failures have to be pre-
vented by improving processes. However, successes may reveal new
business opportunities of the own core competency, demand new con-
cepts and even open up whole new markets. Errors occur within the own
organization, in competitors in the own industry or in other markets. The
goal is to practice a skilled behavior towards the relevant errors that arise
in any of these sources. Sudden changes based on the perception of
errors bear the potential for major innovations. It is a leaders duty to rec-

ognize this potential and to define appropriate control mechanisms to
manage creativity that is anticipative. Todays success can be tomorrows
failure. Therefore one has to perceive a success as an event that causes a
better situation in the future, whereby a failure leads to the contrary. This
potential can only be used if an appropriate culture is established within
the organization. A culture where errors are highlighted and discussed
instead of a culture of finger pointing and blaming others.

Action step Il

A culture of openness is needed to perceive todays relevant errors as indicators
for tomorrows mean.

IV. Setting the frame gives trust Danwins theory arques that all living
matter may originate from a single source on the basis of a strong re-

productive design

Change on any organizational level needs a framework to be imple-
mented successfully. The frame defines the rules according to which all
players act and allows for participative and innovative thinking. The basis
of the frame is a clear perception of the future that allows the members
of the organization to follow. It is ensured by a solid corporate alignment,
which consists at least of a theory of the business and a corporate strat-
egy. They are formulated by the top management and set the goal and
achieving way of an organization. Namely—according to Peter F. Druck-
er—to declare what the organization will be paid for, what it assumes to
be a meaningful result, what core competencies it needs to be success-
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ful, and finally how the organization measures its results®.

Any given advantage that an organization was able to create may not last
forever. This should encourage to implement rules for change and bodies
such as innovative and change committees that bring the necessary at-
tention to influencing conditions and are able to reveal best changes to
survive and even to grow. The driving force is willingness and power to
transform theory into everyday praxis. Challenging established knowledge
has to be anchored within the organization’s culture. Only then can up-
coming changes be recognized early and included into anticipative think-
ing, changes will become proactive and lasting.

Action step IV

Successful change relies on a clear perception of the future that allows others to
follow.

V. A strong design crosses boundaries Repeated over millions of
generations and crossed with the natural separation of single popula-
tions through boundaries, such as mountain ranges or the sea, this
process may have created todays biodiversity

Every organization forms part of a global environment and should align its
core competencies accordingly. We do not understand global acting as
an organization that depends on offshore and outsource activities all over
the globe. A successful organization that thinks globally provides distinc-
tive core competencies that are valued everywhere. Distinctive in the way
that they are based on outstanding skills and generally valid in the sense

that any society values them. This allows the organization to cross
boundaries that were triggered by itself in the first place and therefore to
overcome size limitation. However, an organization that aims to be every-
thing for anyone at the same time can not persist in a global market. In
contrast specialized organizations are able to adapt themselves. Being
aware of the own background, narrowing the core competencies and
specializing the core business can offer a real opportunity for a global
spread out. Coca Cola is a prime example for global disperser, its prod-
ucts adapt to different cultures and proof to meet the demands of all
markets, political and social decision-makers. In order to overcome size
limitation the organization has to redefine the economies of scale. The
aim is to create as many sales as possible out of one single produced
item. It is not about duplicating the production but about augmenting the
number of sales based on one produced item and therefore to maximize
the output of limited resources. This approach is most successfully ap-
plied to knowledge based products, such as books, songs, software and
franchises. J.K. Rowlings fantasy novel Harry Potter is an example for
crossing boundaries. By June 2008, the book series sold more than 400
million copies and was translated into 67 languages. The last four books
broke records as the fastest selling books in history. J.K Rowling really
understood how to distribute a single idea into the world, thereby cross-
ing boundaries across the globe.

Action step V

Boundaries within the organization are set by core competencies and can be cros-
sed by maximizing the output from limited resources.
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LEADING CHANGE

Because only those who anticipate changing markets and behaviours
can move onward

Major (r)evolutions along the history of mankind paved the road to to-
days' society. The transition from hunting and gathering to agriculture
and settlement, the Neolithic revolution lasted over twenty thousand
years (until 1000 B.C.) and fundamentally changed the social structure of
the existing communities. Further, the deliberate change from a society
that largely built upon agriculture into an industrial society is well docu-
mented and described as the industrial revolution (18th and 19th cen-
tury). It only lasted over a century and altered economic and social
means, labour conditions and living conditions of society. Economic lib-
eralism and a tremendous population growth were the result of these
developments. What used to be exploitation of human labor through
slavery became the exploitation of nature’s resources by humankind 6.
This confronts modern society with fundamental questions of sustainabil-
ity and led to the rise of a green economy where an environmentally
friendly perception takes a strong lead in our decision making. Since the
late 1960s we observe a new form of society that emerges in economi-
cally developed countries. It is the transition into an information society,
with Internet technology as the fundament for a fast and global knowl-
edge transfer, generally known as the Internet revolution. Newly and
highly diverse business opportunities evolved thanks to this new technol-
ogy. all bearing new business theories aiming at persisting in a global
market. It is remarkable that lasting (r)evolutions arise faster as society
moves onward, from thousands of years to centuries and eventually dec-
ades.

Leading change deals with these upcoming and yet unknown events.
The goal is to imagen things better than they are right now and then

move towards that vision. Successful leadership builds primarily upon the
competency to develop a clear, innovative and demanding picture of the
future. To do so one has to accept that upcoming events are not predict-
able and that changes are random, therefore one can go ahead and build
up the own future. However, as always in life there is no absolute guar-
antee that thoughts will proof to be correct. But this should not refrain
organizations from taking action, since failures are the only basis to suc-
cess. To prevent total failure organizations have to constantly challenge
and even drop existing knowledge to make space for the unexpected.
The success as such is based on intention, mission, strategy and execu-
tion. First an unsecured assumption is needed. The assumption is an
imagination of the future rather than a pure scientific hypothesis. Then
the mission needs to be formulated, according to which unexpected
success or a failure are identified on the basis of relevant criteria. Only
then can we analyse data and information, which qualify the relevant cri-
teria, put it into the right context and execute.

Binais Consulting actively develops strategies and tools to implement a new culture
of perception into your organization. Our focus lies on corporate alignment, wealth
creation and leading change. In close collaboration with our costumer we identify
the levers for leading change and develop the right strategy and the right measure
of accomplished change. Further we consolidate the appointed principles through-
out your organization.
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Concept
Statements

Action steps

Why is it
relevant?

What competency
is needed?

How to
implement it?

Natural selection
drives survival

Leadership competence
demands to detect
the fundamentals of
change and of
costumers needs

Advantage over
competitors in
the market is

needed

Fast or even
anticipated
perception of
costumers needs

Imagine a
plausible future
and fill the gap in
between

Adaptation is
non-directive

Acting in a market
demands flexibility
and the competence
to challenge existing
knowledge to gain
new perceptions

Empirical evidence
can not explain
sudden outliers

and novelties

Challenge and even
drop existing
knowledge on

established processes

Be flexible,
do not deduce
the future from

the past

Errors lead to
an advantage

A culture of openness

is needed to perceive

todays relevant errors
as indicators for
tomorrows mean

Errors that cause
successes may
open up
new markets

Constant search for
errors within and
outside the
organization

Practice a culture of
openness that allows
to discuss errors
without restrictions

Setting the frame
gives trust

Successful change
relies on a clear
perception of the
future that allows
others to follow

A framework
supports participative
and innovative
thinking

Ensure a solid and
understandable
corporate alignment

Use organizational
committees to
transform theory
into everyday practice

A strong design
crosses boundaries

Core competencies and
limited resources define
the boundaries of an
organization

To overcome size
limitation and
profit from new
demands

Maximize the output
of limited resources
by narrowing
core competencies

Provide a distinctive
but generally valid
product or service
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