The Leader's New Work:

Building Learning Organizations

Peter M. Senge MIT Sloan School of Management

OVER THE PAST two years, business academics and senior managers have begun talking about
the notion of the learning organization. Ray Stata of Analog Devices put the idea succinctly
in these pages last spring: “The rate at which organizations learn may become the only sustain-
able source of competitive advantage” And in late May of this year, at an MIT-sponsored con-
ference entitled “Transforming Organizations, two questions arose again and again: How can
we build organizations in which continuous learning occurs? and, What kind of person can best lead
the learning organization? This article, based on Senge’s recently published book, The Fifth Dis-
cipline: The Art and Practice of the Learning Organization, begins to chart this new territory, describing

new roles, skills, and tools for leaders who wish to develop learning organizations.

HUMAN BEINGS are designed for learning.
No one has to teach an infant to walk,
or talk, or master the spatial relationships
needed to stack eight building blocks that don't top-
ple. Children come fully equipped with an insatiable
drive to explore and experiment. Unfortunately,
the primary institutions of our society are oriented
predominantly toward controlling rather than learn-
ing, rewarding individuals for performing for others
rather than for cultivating their natural curiosity
and impulse to learn. The young child entering
school discovers quickly that the name of the game
is getting the right answer and avoiding mistakes—a
mandate no less compelling to the aspiring manager.

“Our prevailing system of management has de-
stroyed our people;” writes W. Edwards Deming,
leader in the quality movement.” “People are born
with intrinsic motivation, self-esteem, dignity, curi-
osity to learn, joy in learning. The forces of de-
struction begin with toddlers—a prize for the best
Halloween costume, grades in school, gold stars,
and on up through the university. On the job, peo-
ple, teams, divisions are ranked —reward for the
one at the top, punishment at the bottom. MBO,
quotas, incentive pay, business plans, put together
separately, division by division, cause further loss,
unknown and unknowable”

Peter M. Senge is Director of the Systems Thinking and Organiza-
tional Learning program at the MIT Sloan School of Management.

Ironically, by focusing on performing for some-
one else’s approval, corporations create the very
conditions that predestine them to mediocre per-
formance. Over the long run, superior performance
depends on superior learning. A Shell study showed
that, according to former planning director Arie
de Geus, “a full one-third of the Fortune ‘500’ in-
dustrials listed in 1970 had vanished by 19837 To-
day, the average lifetime of the largest industrial
enterprises is probably less than balf the average
lifetime of a person in an industrial society. On
the other hand, de Geus and his colleagues at Shell
also found a small number of companies that sur-
vived for seventy-five years or longer. Interestingly,
the key to their survival was the ability to run “ex-
periments in the margin;’ to continually explore
new business and organizational opportunities that
create potential new sources of growth.

If anything, the need for understanding how or-
ganizations learn and accelerating that learning is
greater today than ever before. The old days when
a Henry Ford, Alfred Sloan, or Tom Watson learned
for the organization are gone. In an increasingly dy-
namic, interdependent, and unpredictable world,
it is simply no longer possible for anyone to “figure
it all out at the top” The old model, “the top thinks
and the local acts;” must now give way to integrat-
ing thinking and acting at all levels. While the chal-
lenge is great, so is the potential payoff. “The per-
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son who figures out how to harness the collective
genius of the people in his or her organization,
according to former Citibank CEO Walter Wriston,
“is going to blow the competition away’

Adaptive Learning and
Generative Learning

The prevailing view of learning organizations em-
phasizes increased adaptability. Given the acceler-
ating pace of change, or so the standard view goes,
“the most successful corporation of the 1990s,” ac-
cording to Fortune magazine, “will be something
called a learning organization, a consummately
adaptive enterprise’ As the Shell study shows, ex-
amples of traditional authoritarian bureaucracies
that responded too slowly to survive in changing
business environments are legion.

But increasing adaptiveness is only the first stage
in moving toward learning organizations. The im-
pulse to learn in children goes deeper than desires
to respond and adapt more effectively to environ-
mental change. The impulse to learn, at its heart,
is an impulse to be generative, to expand our capa-
bility. This is why leading corporations are focus-
ing on genmerative learning, which is about creat-
ing, as well as adaptive learning, which is about
coping.*

The total quality movement in Japan illustrates
the evolution from adaptive to generative learn-
ing. With its emphasis on continuous experimen-
tation and feedback, the total quality movement
has been the first wave in building learning organi-
zations. But Japanese firms’ view of serving the cus-
tomer has evolved. In the early years of total qual-
ity, the focus was on “fitness to standard,” making
a product reliably so that it would do what its
designers intended it to do and what the firm told
its customers it would do. Then came a focus on
“fitness to need; understanding better what the cus-
tomer wanted and then providing products that
reliably met those needs. Today, leading edge firms
seek to understand and meet the “latent need” of
the customer—what customers might truly value
but have never experienced or would never think
to ask for. As one Detroit executive commented
recently, “You could never produce the Mazda Mi-
ata solely from market research. It required a leap
of imagination to see what the customer might
want”"®

Generative learning, unlike adaptive learning, re-

quires new ways of looking at the world, whether
in understanding customers or in understanding
how to better manage a business. For years, U.S.
manufacturers sought competitive advantage in ag-
gressive controls on inventories, incentives against
overproduction, and rigid adherence to production
forecasts. Despite these incentives, their perfor-
mance was eventually eclipsed by Japanese firms
who saw the challenges of manufacturing differ-
ently. They realized that eliminating delays in the
production process was the key to reducing insta-
bility and improving cost, productivity, and ser-
vice. They worked to build networks of relation-
ships with trusted suppliers and to redesign physical
production processes so as to reduce delays in
materials procurement, production set up, and
in-process inventory—a much higher-leverage ap-
proach to improving both cost and customer
loyalty.

As Boston Consulting Group’s George Stalk has
observed, the Japanese saw the significance of de-
lays because they saw the process of order entry,
production scheduling, materials procurement,
production, and distribution as an integrated sys-
tem. “What distorts the system so badly is time;
observed Stalk—the multiple delays between events
and responses. “These distortions reverberate
throughout the system, producing disruptions,
waste, and inefficiency” Generative learning re-
quires seeing the systems that control events. When
we fail to grasp the systemic source of problems,
we are left to “push on” symptoms rather than elim-
inate underlying causes. The best we can ever do
is adaptive learning.

The Leader’s New Work

“I talk with people all over the country about learn-
ing organizations, and the response is always very
positive, says William OBrien, CEO of the
Hanover Insurance companies. “If this type of or-
ganization is so widely preferred, why don't peo-
ple create such organizations? I think the answer
is leadership. People have no real comprehension
of the type of commitment it requires to build such
an organization.”’

Our traditional view of leaders—as special peo-
ple who set the direction, make the key decisions,
and energize the troops—is deeply rooted in an
individualistic and nonsystemic worldview. Espe-
cially in the West, leaders are beroes— great men



(and occasionally women) who rise to the fore in
times of crisis. So long as such myths prevail, they
reinforce a focus on short-term events and charis-
matic heroes rather than on systemic forces and
collective learning.

Leadership in learning organizations centers on
subtler and ultimately more important work. In
a learning organization, leaders’ roles differ dramat-
ically from that of the charismatic decision maker.
Leaders are designers, teachers, and stewards. These
roles require new skills: the ability to build shared
vision, to bring to the surface and challenge prevail-
ing mental models, and to foster more systemic
patterns of thinking. In short, leaders in learning
organizations are responsible for building organi-
zations where people are continually expanding
their capabilities to shape their future—that is,
leaders are responsible for learning.

Creative Tension: The
Integrating Principle

Leadership in a learning organization starts with
the principle of creative tension.® Creative tension
comes from seeing clearly where we want to be,
our “vision,” and telling the truth about where we
are, our “current reality” The gap between the two
generates a natural tension (see Figure 1).
Creative tension can be resolved in two basic

Figure 1 The Principle of Creative Tension
 ~—
\
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Current
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ways: by raising current reality toward the vision,
or by lowering the vision toward current reality.
Individuals, groups, and organizations who learn
how to work with creative tension learn how to
use the energy it generates to move reality more
reliably toward their visions.

The principle of creative tension has long been
recognized by leaders. Martin Luther King, Jr., once
said, “Just as Socrates felt that it was necessary to
create a tension in the mind, so that individuals
could rise from the bondage of myths and half
truths . . . so must we . . . create the kind of ten-
sion in society that will help men rise from the
dark depths of prejudice and racism

Without vision there is no creative tension. Crea-
tive tension cannot be generated from current reality
alone. All the analysis in the world will never gener-
ate a vision. Many who are otherwise qualified to
lead fail to do so because they try to substitute anal-
ysis for vision. They believe that, if only people
understood current reality, they would surely feel
the motivation to change. They are then disap-
pointed to discover that people “resist” the personal
and organizational changes that must be made to
alter reality. What they never grasp is that the nat-
ural energy for changing reality comes from hold-
ing a picture of what might be that is more impor-
tant to people than what is.

But creative tension cannot be generated from
vision alone; it demands an accurate picture of cur-
rent reality as well. Just as King had a dream, so
too did he continually strive to “dramatize the
shameful conditions” of racism and prejudice so
that they could no longer be ignored. Vision with-
out an understanding of current reality will more
likely foster cynicism than creativity. The princi-
ple of creative tension teaches that an accurate pic-
ture of current reality is just as important as a compel-
ling picture of a desired future.

Leading through creative tension is different than
solving problems. In problem solving, the energy
for change comes from attempting to get away from
an aspect of current reality that is undesirable. With
creative tension, the energy for change comes from
the vision, from what we want to create, juxta-
posed with current reality. While the distinction
may seem small, the consequences are not. Many
people and organizations find themselves motivated
to change only when their problems are bad enough
to cause them to change. This works for a while,
but the change process runs out of steam as soon
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as the problems driving the change become less
pressing. With problem solving, the motivation for
change is extrinsic. With creative tension, the moti-
vation is intrinsic. This distinction mirrors the dis-
tinction between adaptive and generative learning.

New Roles

The traditional authoritarian image of the leader
as “the boss calling the shots” has been recognized
as oversimplified and inadequate for some time.
According to Edgar Schein, “Leadership is inter-
twined with culture formation” Building an or-
ganization’s culture and shaping its evolution is
the “unique and essential function” of leadership.*
In a learning organization, the critical roles of
leadership— designer, teacher, and steward —have
antecedents in the ways leaders have contributed
to building organizations in the past. But each role
takes on new meaning in the learning organiza-
tion and, as will be seen in the following sections,
demands new skills and tools.

Leader as Designer

Imagine that your organization is an ocean liner
and that you are “the leader” What is your role?

I have asked this question of groups of managers
many times. The most common answer, not sur-
prisingly, is “the captain” Others say, “The naviga-
tor, setting the direction” Still others say, “The
helmsman, actually controlling the direction,’ or,
“The engineer down there stoking the fire, provid-
ing energy; or, “The social director, making sure
everybody’s enrolled, involved, and communicat-
ing” While these are legitimate leadership roles,
there is another which, in many ways, eclipses them
all in importance. Yet rarely does anyone mention it.

The neglected leadership role is the designer of
the ship. No one has a more sweeping influence
than the designer. What good does it do for the
captain to say, “Turn starboard 30 degrees,” when
the designer has built a rudder that will only turn
to port, or which takes six hours to turn to star-
board? It’s fruitless to be the leader in an organiza-
tion that is poorly designed.

The functions of design, or what some have called
“social architecture; are rarely visible; they take place
behind the scenes. The consequences that appear
today are the result of work done long in the past,
and work today will show its benefits far in the
future. Those who aspire to lead out of a desire

to control, or gain fame, or simply to be at the
center of the action, will find little to attract them
to the quiet design work of leadership.

But what, specifically, is involved in organizational
design? “Organization design is widely misconstrued
as moving around boxes and lines;” says Hanover's
O'Brien. “The first task of organization design con-
cerns designing the governing ideas of purpose, vi-
sion, and core values by which people will live”
Few acts of leadership have a more enduring im-
pact on an organization than building a founda-
tion of purpose and core values.

In 1982, Johnson & Johnson found itself facing
a corporate nightmare when bottles of its best-
selling Tylenol were tampered with, resulting in
several deaths. The corporation’s immediate re-
sponse was to pull all Tylenol off the shelves of re-
tail outlets. Thirty-one million capsules were de-
stroyed, even though they were tested and found
safe. Although the immediate cost was significant,
no other action was possible given the firm’s credo.
Authored almost forty years earlier by president
Robert Wood Johnson, Johnson & Johnson's credo
states that permanent success is possible only when
modern industry realizes that:
® service to its customers comes first;
® service to its employees and management comes
second;
® service to the community comes third; and
e service to its stockholders, last.

Such statements might seem like motherhood
and apple pie to those who have not seen the way
a clear sense of purpose and values can affect key
business decisions. Johnson & Johnsons crisis
management in this case was based on that credo.
It was simple, it was right, and it worked.

If governing ideas constitute the first design task
of leadership, the second design task involves the
policies, strategies, and structures that translate guid-
ing ideas into business decisions. Leadership the-
orist Philip Selznick calls policy and structure the
“institutional embodiment of purpose™* “Policy
making (the rules that guide decisions) ought to
be separated from decision making;” says Jay For-
rester.'? “Otherwise, short-term pressures will usurp
time from policy creation”

Traditionally, writers like Selznick and Forrester
have tended to see policy making and implemen-
tation as the work of a small number of senior
managers. But that view is changing. Both the dy-
namic business environment and the mandate of
the learning organization to engage people at all



levels now make it clear that this second design
task is more subtle. Henry Mintzberg has argued
that strategy is less a rational plan arrived at in the
abstract and implemented throughout the organi-
zation than an “emergent phenomenon” Success-
ful organizations ‘craft strategy” according to Mintz-
berg, as they continually learn about shifting
business conditions and balance what is desired and
what is possible.'® The key is not getting the right
strategy but fostering strategic thinking. “The choice
of individual action is only part of . . . the
policymaker’s need; according to Mason and
Mitroff.** “More important is the need to achieve
insight into the nature of the complexity and to
formulate concepts and world views for coping
with it”

Behind appropriate policies, strategies, and struc-
tures are effective learning processes; their creation
is the third key design responsibility in learning
organizations. This does not absolve senior man-
agers of their strategic responsibilities. Actually, it
deepens and extends those responsibilities. Now,
they are not only responsible for ensuring that an
organization have well-developed strategies and pol-
icies, but also for ensuring that processes exist
whereby these are continually improved.

In the early 1970s, Shell was the weakest of the
big seven oil companies. Today, Shell and Exxon
are arguably the strongest, both in size and finan-
cial health. Shell's ascendance began with frustra-
tion. Around 1971 members of Shell's “Group Plan-
ning” in London began to foresee dramatic change
and unpredictability in world oil markets. How-
ever, it proved impossible to persuade managers
that the stable world of steady growth in oil de-
mand and supply they had known for twenty years
was about to change. Despite brilliant analysis and
artful presentation, Shell’s planners realized, in the
words of Pierre Wack, that they “had failed to
change behavior in much of the Shell organiza-
tion””** Progress would probably have ended there,
had the frustration not given way to a radically
new view of corporate planning.

As they pondered this failure, the planners’ view
of their basic task shifted: “We no longer saw our
task as producing a documented view of the fu-
ture business environment five or ten years ahead.
Our real target was the microcosm (the ‘mental
model) of our decision makers” Only when the
planners reconceptualized their basic task as foster-
ing learning rather than devising plans did their
insights begin to have an impact. The initial tool

used was “scenario analysis, through which plan-
ners encouraged operating managers to think
through how they would manage in the future un-
der different possible scenarios. It mattered not that
the managers believed the planners’ scenarios ab-
solutely, only that they became engaged in ferret-
ing out the implications. In this way, Shell’s plan-
ners conditioned managers to be mentally prepared
for a shift from low prices to high prices and from
stability to instability. The results were significant.
When OPEC became a reality, Shell quickly
responded by increasing local operating company
control (to enhance maneuverability in the new
political environment), building buffer stocks, and
accelerating development of non-OPEC sources—
actions that its competitors took much more slowly
or not at all.

Somewhat inadvertently, Shell planners had dis-
covered the leverage of designing institutional learn-
ing processes, whereby, in the words of former plan-
ning director de Geus, “Management teams change
their shared mental models of their company, their
markets, and their competitors”*® Since then, “plan-
ning as learning” has become a byword at Shell,
and Group Planning has continually sought out
new learning tools that can be integrated into the
planning process. Some of these are described
below.

Leader as Teacher

“The first responsibility of a leader,” writes retired
Herman Miller CEO Max de Pree, “is to define
reality”” Much of the leverage leaders can actu-
ally exert lies in helping people achieve more ac-
curate, more insightful, and more empowering views
of reality.

Leader as teacher does 7ot mean leader as au-
thoritarian expert whose job it is to teach people
the “correct” view of reality. Rather, it is about help-
ing everyone in the organization, oneself included,
to gain more insightful views of current reality. This
is in line with a popular emerging view of leaders
as coaches, guides, or facilitators.'® In learning
organizations, this teaching role is developed fur-
ther by virtue of explicit attention to people’s men-
tal models and by the influence of the systems
perspective.

The role of leader as teacher starts with bring-
ing to the surface people’s mental models of im-
portant issues. No one carries an organization, a
market, or a state of technology in his or her head.
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could be dealt with in two different ways: by run-
ning marketing promotions (the symptomatic solu-
tion) or by product innovation (the fundamental
solution). Marketing promotions were fast. The
company was expert in their design and implementa-
tion. The results were highly predictable. Product
innovation was slow and much less predictable, and
the company had a history over the past ten years
of product-innovation mismanagement. Yet only
through innovation could they retain a leadership
position in their industry, which had slid over the
past ten to twenty years. What the managers saw
clearly was that the more skillful they became at
promotions, the more they shifted the burden away
from product innovation. But what really struck
home was when one member identified the unin-
tended side effect: the last three CEOs had all come
from advertising function, which had become the
politically dominant function in the corporation,
thereby institutionalizing the symptomatic solution.
Unless the political values shifted back toward prod-
uct and process innovation, the managers realized,
the firm's decline would accelerate—which is just
the shift that has happened over the past several
years.

Charting Strategic Dilemmas

Management teams typically come unglued when
confronted with core dilemmas. A classic example
was the way U.S. manufacturers faced the low cost-
high quality choice. For years, most assumed that
it was necessary to choose between the two. Not
surprisingly, given the short-term pressures perceived
by most managements, the prevailing choice was
low cost. Firms that chose high quality usually per-
ceived themselves as aiming exclusively for a high
quality, high price market niche. The consequences
of this perceived either-or choice have been disas-
trous, even fatal, as U.S. manufacturers have en-
countered increasing international competition
from firms that have chosen to consistently improve
quality and cost.

In a recent book, Charles Hampden-Turner
presented a variety of tools for helping manage-
ment teams confront strategic dilemmas creatively.?®
He summarizes the process in seven steps:

* Eliciting the Dilemmas. Identifying the op-
posed values that form the “horns” of the dilemma,
for example, cost as opposed to quality, or local
initiative as opposed to central coordination and
control. Hampden-Turner suggests that humor can

be a distinct asset in this process since “the admis-
sion that dilemmas even exist tends to be difficult
for some companies”

* Mapping. Locating the opposing values as two
axes and helping managers identify where they see
themselves, or their organization, along the axes.
® Processing. Getting rid of nouns to describe the
axes of the dilemma. Present participles formed
by adding “ing” convert rigid nouns into processes
that imply movement. For example, central con-
trol versus local control becomes “strengthening na-
tional office” and “growing local initiatives” This
loosens the bond of implied opposition between
the two values. For example, it becomes possible
to think of “strengthening national services from
which local branches can benefit”

* Framing/Contextualizing. Further softening
the adversarial structure among different values by
letting “each side in turn be the frame or context
for the other” This shifting of the “figure-ground”
relationship undermines any implicit attempts to
hold one value as intrinsically superior to the other,
and thereby to become mentally closed to creative
strategies for continuous improvement of both.
* Sequencing. Breaking the hold of static think-
ing. Very often, values like low cost and high qual-
ity appear to be in opposition because we think
in terms of a point in time, not in terms of an on-
going process. For example, a strategy of investing
in new process technology and developing a new
production-floor culture of worker responsibility
may take time and money in the near term, yet
reap significant long-term financial rewards.

* Waving/Cycling. Sometimes the strategic path
toward improving both values involves cycles where
both values will get “worse” for a time. Yet, at a
deeper level, learning is occurring that will cause
the next cycle to be at a higher plateau for both
values.

* Synergizing. Achieving synergy where signifi-
cant improvement is occurring along all axes of all
relevant dilemmas. (This is the ultimate goal, of
course.) Synergy, as Hampden-Turner points out,
is a uniquely systemic notion, coming from the
Greek syn-ergo or “work together”

“The Left-Hand Column”:
Surfacing Mental Models

The idea that mental models can dominate busi-
ness decisions and that these models are often tacit
and even contradictory to what people espouse can






