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Why HOW We DoAnything MeansEverything ...
in Business(and in Life)

HOW
THE SUMMARY IN BRIEF

In the21st century, it isn’t WHAT you do that matters most.In fact, if you
lineup all thewinnersin business today, you will notice that few win by what
they make or do. If you make something new (or just better, fasterand cheaper),
thecompetition quickly comesup with a way to improve upon it and deliver it
at thesameor anevenlower price.Customers instantlycompare price, features,
quality and service, effectively rendering almostevery WHAT a commodity.

Yet, thedrive for differentiation –– personal, professional and organization-
al –– liesat theheart of all our business endeavors. We all still want to stand
out, to bebold, to bevaluable, to distinguishourselves from thecompetition, to
do thingsothers can’t copy and to beNo. 1. We always wil l. But in a com-
moditizedworld, we arerunningout of areasin which to do so.

However, thereis onearea where tremendousvariation and variabili ty still
exist, oneplace that we havenot yet analyzed, quantifi ed, systemized or com-
moditized,oneareawhich cannot becommoditizedor copied: therealm of
humanbehavior–– HOW we do what we do.

Thepeopleand companiesthat will riseto thetop today and stay on top
tomorrow –– thatwill berewarded, promoted and celebrated –– are thosethat
get their HOWs right. Theworld has changed to makethis idea morerelevant
thanever, andit now representsthemostpowerful way to chart a courseof
enduringpersonaland organizationalbusinessachievement.

This summarybreaksdown what it’s like to live in thetransparent, hyper-
connectedworld andpointsout theadvantages associated with focusing on
your HOWs instead of beingabsorbedwith yourWHATs.

IN THIS SUMMARY,YOU WILL LEARN:

• How technological advanceshavecreated a hyperconnected world that
demandstransparency.

• Whatrecent factorshaveincreased theCertainty Gap throughout theworld.

• How ruleshavefailed in the21stcentury businessworld.

• How “soft” thingslike trustand reputation are essential for successin
today’stransparent world.

• Why values-based self-governance is thefutureof business.
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From Land to Information
Back in feudalEurope–– circa 1335A.D. –– we were

a land-basedworld, andthepeoplewho ruledhad con-
trol overmorehigh-valuelandthananyoneelse.Land
meant crops,aswell asrent from serfs–– tradesmen,
farmersandcraftspeople–– who createdthegoodsand
consumablesthatdrovetheeconomy.

Fast forwarda few hundredyears to thebirth of the
Industrial Revolution.Theinvention of machines,pow-
eredmainly by thesteamengine, broughta hostof
innovativeways to makethings. Therate andscaleof
manufacturing increasedexponentially. Fast forward
again to 1994andthebirth of theinformation age.
Technology allowedmultifold leapsin theway we did
things. Opportunitywaseverywhere, andthoughfew
hada clear vision of whereit would lead, inventions,
productsandprocessesmadethingspossible thatwere
previously only a dream.

Getting Flattened
In TheWorld Is Flat, PulitzerPrize-winning NewYork

Times journalistThomasL. Friedmandetailstheglobal
effects of this newly unfettered flow of information.He
describessomeof theunprecedented possibilities sud-
denly available,manyof which are beingexploitedby
the business world: newparadigmsof collaboration, spe-
cialization,supply and distribution, and expansion of
core competencies.

Friedman’s macroeconomic andsocial analysis of our
newly “f lat” and interconnectedworld presentsa vision
of theforces reshaping globalbusiness in the21stcentu-
ry. The freeflow of information significantly changes the
way internal businessunits perform andaregovernedand
how individuals work togetherevery day. ■

Technology’sTrespass
Relationships.Communication.Connection.

Collaboration. This is how we fi ll thespaces between
us.Communicatecomesfrom theLatin word communi-
care, meaning “to share.”Soit follows thatas thenature
of theway we communicatechanges, so doesthenature

of our relationships. Over thepast decade, theinterces-
sion of technology into our relationshipshas radically
alteredwhat goes on in thespaces between us,has
changed theway we do businessand has givenuseasy
accessto information, creating a double-edgedsword
thatcuts bothfor and against us.

TheTiesThat Bind Us
In thedays of feudal capitalism,runninga company

like IBM was a far simpler proposition than it is today.
Rememberthebluesuits? IBM used to befamousfor
its strongcorporate culture, so it impressed on everyone
who worked there that thebluesuit was thede facto
uniform of thework force. If you worked at IBM, you
knewwhat to put on every morning.Enforcing a com-
panywidepoint of view was easier whentheold fortress
mentali ty still held sway. You could communicatepoli-
cies, values, rules, goals and perspectives to your work
forcethroughvertical channels. Both corporation and
employeebenefited from this way of operating: Orders
were givenand everyoneknewwhere to march.

Fewbusinesses have fortress walls that shieldandcon-
tain their work force anymore. Communicationtechnolo-
gy has replacedtheconcept of a work forcewith an
array of laborersaff iliatedin countless openrelation-
ships. Full -time employees work hand in hand with
membersof joint ventures, colleagues in independently
managedsubsidiaries,on-site independent contractors,
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remoterepresentativesof outsourcing companies,con-
sultantsworking from homeandas many morecreative
interrelationshipsthatyou canconceive.Add to thata
global supply anddistributionchain,andyou getan
organictangleof humanrelationshipsthat is difficult to
control. Thetraditional fortressesof business have been
overrun by anorganicecosystemfilled with possibility.

DistanceUnitesUs
Businessin theinformation ageis complicatednot

only by the newformsof relationships, but also by the
increasing remotenessof those people.For centuries,
local proximity determinedthemajority of our social
functions. We dealt on a day-to-day basis with people
who shared a commoncultureand thereforeeasily
understood thebehaviorsandsignals thatoccurred in
thespacesbetweenus.

Global connectivity sets that whole idea on its ear.We
now find ourselves in a world wherewe arethrust
together in all aspectsof our lives without borders and
without thehomogenizing pressures of locality. From
purchasing itemsfrom a seller on eBay to videochats
with teammembers halfway aroundtheworld, at any
time you might find yourselfinteracting with people
whomyou have never met in personand who don’t nec-
essarily speakthesame languageyou do.

BeforetheInternet,our lives movedat a slowerpace.
We had time to get to know people,as well asexperi-
encepersonal contact in all of our dealings.Today,
multinationalcompaniescommonly form teamsof
employeeschosenfrom variousdivisions,countriesand
cultures. Globalsupply chainsandinternationalcus-
tomerbases multiply andmutate faster than a flu virus.
Mergersand acquisitionsfuel growth andvaluecreation
with li ttle regardto how theindividuals will interrelate
eachday. We build our businessrelationshipsin a
collage-like construct of hotel meetings,videochats,
cell phonecalls, e-mails andfaxes.

Opportunityconjoinsusfaster than we havedevel-
oped frameworksfor understandingeach other andget-
ting along.Distance no longerseparatesus;newcom-
munication capabilitiesrender distance irrelevant by
connecting usinstantly. Electronic communicationis
botha boonanda bane.It makesnew,powerful net-
worksof collaboration possible, but doessoin strange
andfracturedlanguage.It’s theparadox of theinforma-
tion age:Technologyconnects usmorethanever before,
but thoseconnectionsaremorefracturedand incom-
pletethan we areaccustomedto.

TheAgeof Transparency
We live in theageof transparency. With everything

from personal recordsand profiles to databaseseasily
accessedover theInternet, virtually everything about
you can bediscovered quite easily. Thefact thatThe
NewOxford AmericanDictionary li sts “google” asa
verb makes this clear, asdoes thesample sentenceto
illuminate its meaning: “You meet someone, swapnum-
bers, fix a date and then google them.”

Transparency exertsaprofound influenceon business.
Before transparency,companiescould form joint ventures
to protectthemselvesfromtheramificationsof adubious
enterprise,believing thatif theunit got into trouble it
would not hurt the reputationof theparent company.

In a transparent world, however, when your joint ven-
turetransgresses,everybodyknows who owns it. In the
past, training its managers in properconductwassuffi-
cient to protect a company’s reputation becauseline
employees had little contact with theoutside world and
rarely got a company into trouble. Now, any employee
can say something abouta company in a chat roomor
in a blog and thenextday it might appear onWebsites
such asTheDrudgeReport or TheSmoking Gun.The
newtransparency doesn’t allow you to hide. ■

The Journey to How
Information is king,hyperconnectednessputs that

information in thehandsof many andtransparency
reveals all: This is our newreality. To fully consider the
changes to thegeography of business,we mustopenour
mindsto how these forces havecreateda newplaying
field for success.

TheCertainty Gap
We all carry a vision of idealstabili ty andsecurity. We

never achieve this ideal state because at any given time
theconditions of our lives or theworld around us create

3
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The Expectation of ResponseFactor
Another pressure of instant communication is the

Expectation of Response Factor. Messages appear
instantly, implicitly insisting on a quick response.
The Expectation of Response Factor exerts an influ-
ence on the quality of our communication, often
forcing us to respond in less considered ways. In a
medium whose nature transmits only part of our
intended symbols at best, the virtual ticking of the
electronic clock cheats us of the time we need for
careful or meaningful expression.
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varying degreesof uncertainty and disequilibrium.This
opens a gapbetweenour idealstate and therealtiesof
lif e,known asthe“CertaintyGap,” which exerts a pro-
found influenceon our ability to succeed. TheCertainty
Gapneverdisappearsentirely; it getslargeror smaller as
conditions change.Whenit is small, we hardlypayit
anyattention.Whenthe CertaintyGap grows,asit hasin
recent years,we reachout for reassurance,for thingsthat
canstabilizeusandgive usconfidence to go on.We look
for something to fill thegap— trust.

Trust allows usto function in times of uncertainty,
because trustcalmsthefearsthatuncertainty breeds.In
timesof high uncertainty we paymoreattention to the
sourceof trust:humanconduct.Trust becomes,more
vitally than ever, thecurrencyof human exchange.Trust
fills theCertainty Gap;it fil ls thespace betweenwhere
we are and wherewe would like to be.

RecentFactorsHaveIncreasedtheCertainty Gap
Thefollowing four factorshave playeda handin

expandingthecurrentCertainty Gap:
1. The dot-bomb: Whenthedot-bombfell, it explod-

edthebubbleeconomyandsetoff a severeeconomic
recession that hasexertedpersistentdislocating effects
on employmentandfinancial security.

2.A rapid succession of egregiouscorporate scan-
dals: Corporatescandalslike Enron,WorldComand
Parmalat have helpedmake corporationsoneof the
least-trustedsegments of society.

3. The ever-in creasing revelatory power of technol-
ogy: Suddenly, every facetof society seemedlaid bare,
flaws exposedfor all to see:religious scandals, profes-
sionalathleteson steroids,reporters for theNewYork
Timesinventingstories.Iconsat everylevel of society
suddenlyseemedvulnerable.

4. The 9/11 attacks: 9/11 seemed to usherin a series
of globalattacksagainst civilians–– Madrid,London,
Bali andotherplaces–– that,coupled with destabilizing
regional wars,left muchof the world uneasy.Theneeds
andprocedures of physicalsecurity suddenlyintruded
into theday-to-daylivesof many who hadlong felt safe.

Outbehaving theCompetition
To succeed,we mustdifferentiate ourselvesfrom the

competition in anenduringfashion.As themarket
becomesmorecrowded,however, thepossibleareasof
differentiationbecomefewer, creating newquestions
aboutthepersonalqualitiesthe newworld requiresof
us in order to thrive.

Leaders in 20th century capitalist enterpriseshistori-
cally differentiated themselvesby WHAT they did.
Those who could inventsomething and patent it won,
and those who could not do sogleaned thefieldsfor
survival. Themarket provided great incentivesandpro-
tectionsto innovate in WHAT.

But thosedays are gone. It is diffi cult to inventa bet-
ter product in a world of commodities, and that is where
we find ourselves.For example, Starbucks unleashesa
newfoundappreciation for coffee drinks, and now every
dinerand greasy spoonserves café lattes. It is harder
now to innovate in WHAT. It takes a lot of luck and
moneyto bea pioneer, and evenif you pull it off, the
ability of someoneto reverseengineer your productin
six monthsand not six years eliminates a lot of the
incentive for doingso.

Sobusinessesbegan to concentrateon innovating in
HOW. Beginning in the1980s, thefocusturnedto process
management, or theHOWsof WHAT. Wenow live in a
timewhenwinning is about HOW generally. Total Quality
Management (TQM), Six Sigma,Just-In-Time(JIT)
Inventory, EnterpriseResourcePlanning (ERP), etc. —
processculturenow dominatesbusinesspractice,aiming
to improveprofitability by reducing inefficienciesat every
stageof theproduct development process.

However, everyone hasgotten so good at process man-
agement, or the HOW of WHAT, that we have effective-
ly leveledthe playing field again. We have commodi-
tizedprocess andperformancein the sameway we have
somuch else, possibly to the point of diminishing
returns. Still, there is oneareawhere tremendous vari-
ability still exists, one placethat we have not yet ana-
lyzed andcommoditized, andwhich cannot becom-
moditized: the realm of humanbehavior — HOW we do
WHAT we do. Thetapestry of human behavior is so var-
ied, so rich and global that it presents a rare opportunity,
theopportunity to outbehavethe competition.

It is no longer WHAT you do thatmakes a difference;
it is HOW you do it. Theemerging trend amonglead-
ing-edgebusinessestodayinvolves delivering not so
mucha better product, but a better experienceto their
customers. ■

From Can to Should
Rulesare rules,but unlike our desire to connectwith

othersand our tendency towardvalue-based thinking,
our brains are not hardwired for rules.Rules area social
phenomenon.However, as we beginto consider thenew
thinking needed to succeed in a world of HOW, we need
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to examineour relationship to rules,and how our think-
ing about themhelpsusandsometimesholdsusback.

RulesasProxies
Why do we employ rulesasproxies? Becauserules

seem efficient, and modernsociety (andindustrial age
capitalism) was built on thefoundationsof efficiency. In
a rules-basedsociety, we oftenchooseefficiencyover
value,but, while rules-basedgovernance systemsmay
often serve thevaluesof fairness and representation,
their seeming efficiencyhidesa deepand important
flaw: Weoftenrely on ruleswhen theyare not themost
efficientor effectivesolution to getting theresult that we
desire. Understanding that flaw is vital to thriving in a
world of HOW.

Another problemwith rulesis that theyare not creat-
edin a very efficient or systematic way. Despite thebest
of intentions,people create ruleshaphazardly and often
in reaction to behaviorsdeemedunacceptable to the
largergoalsof thegroup.Rules respondto behavior;
theydon’t leadit. Rulesdon’t govern humanprogress;
theygovern thehumanpast.

WrestlingWith Rules
Thecentral conflict with rules lies in theessential

natureof our relationship to them: Rules live outsideof
us. Becauseof this,we spenda lot of time andeffort
wrestling with them,trying to find ways aroundthemor
waysof living within them.We will alwaysinvent new
loopholes, andno rule cangovern all thecracks.

Somethink thatbreaking all therulesqualifies ascre-
ative thinking, but it is quite theopposite.Working in
opposition to rulesis simply thenegative spaceof work-
ing within them; thinking in terms of what a rule excludes
is aslimiting as being boundby whatit includes.

Human conductis morecomplicated thanwhat lan-
guagecan describe.It hasa lot to do with aspirations
andintentions,with back-and-forthinteractions.Our
relationshipsare two-waystreets, andtheinteractions
that travel themaredynamic. Rules,becausetheyare
madereactively, havedifficul ty keepingup with the
infinite permutationsandvariousshadesof meaning that
passbetweenpeople.

This presentsuswith a question: In a fast-changing
world, is therea way to governhuman behavior that
proactively embraceschange?Theanswer is yes.The
key to long-term,sustainedsuccessdoesnot lie in
breakingtherules;it lies in transcendingtherulesand
harnessingthepowerof values.

UMHS Says ‘I ’m Sorry’
In 2001,theUniversity of Michigan Hospital System

(UMHS) in Ann Arbor suffered under a budget-busting
loadof medical malpractice litigation,a phenomenon
thathad seen exponential growth nationwideoverthe
preceeding decade. Given theincreasingly transparent
natureof medical care, UMHS realized that it wasgoing
to incur liabili ties in some percentageof cases despite
doing everything it could to eliminate systemic errors.
That year thehospital foughtmany malpracticeclaims
and lawsuits in court but also settled morethan260oth-
ers at a costof $18mil lion.

UMHS realized that it could do li ttle to avoid lawsuits
stemming from catastrophicerrorsthat resultedin loss
of life or limb. Instead, it focused on suits involving less
seriousconsequences. In cases like these, UMHS
administratorsasked themselves,what should we be
doing for our patients?Continuing to fight malpractice
claims remained an option, but theychosea different
course of action. Theyencouraged their doctorsto say
“ I’m sorry” and helpeddoctorsunderstand how to step
up and admit whena mistake wasmade.

When UMHS announced this newapproach, it was
widely ridiculed aslegal suicide. However, in thethree
years following thehospital’s decisionto apologize,
medical malpractice claims andlawsuits against them
droppedby nearly 50 percent andtheper-casecostof
defending against theremaining suits dropped 50 per-
cent aswell , savingUMHS mill ionsof dollars.

How did UMHS arrive at a counterintuitive solution
like apologizing?Thehospital employs a values-based
approach to pursuingcorporate goals. Respect, compas-
sion, trust, integrity and leadership — their statedvalues
— inform everything theydo.As an organization whose
very corewas groundedin thelanguageof values,they
tackled their mounting lit igation problem by asking
themselves not “What can we do?” but rather “Basedon
our values,whatshould we do?”

Unlocking ‘Should’
There is little in rules that inspires; by definition, you

comply with them. To becapable of truesuccess,you
need an organizing principle moreinspirational and
compell ing than rules.Thinking and communicating in
thelanguageof should— values-based language— by
its very nature inspires. Valuesdo doubleduty; they
inspire usto do morethanwhile simultaneouslypre-
venting usfrom doing less than. Theycreate natural
floorswithoutcreating inadvertent ceil ings.

Twenty-fi rst century business craves creativity and
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innovation, andfreeing yourself from theconstraints of
rules-based thoughtunleashesnewpathwaysof explo-
ration andpossibility. Thereis hardlya businessthat
doesn’t suffer from the“grocerystoresyndrome.” We
canchoosefrom any numberof grocery stores,each one
offering competitive prices.After price, thechoice of
whereto shopboils downto customer experience. To
providethis sortof experience,you needto think in
waysthat inspireyour bestachievement, to think in the
languageof should. ■

Doing Transparency
As theworld transitionsto a bottom-upmodel in

which eachindividual cancontributeto thefreeflow of
ideas, it opensup andbecomesmoretransparent.An
informationsociety is a dialogical society, onebased on
theinteractive sharing of information amongmutually
interestedparties.Equalizedaccessto information
allowsmorepeopleto act in aninformedmanner.

Transparency — thenewcondition of theworld that
allowsusto seepastthemedium to get to theheart of
themessage— fundamentally changesalmostevery
way we conductour lives, demandinga newsetof
HOWs if we really want to thrive. To understandthese
changes, we mustconsidertwo types of transparency:

• Technological transparencydescribes theever-
evolving stateof thenetworked world, thetransparency
thathappensto us–– transparency asa noun.

• Interpersonaltransparency centerson therealm of
how we do whatwe do –– transparency asanaction or
asa verb.This is the activetransparencywe bring to our
interactionswith others.

Thequestion beforeusis: How do we conquer our
fear of exposureand turn thesenewrealities into new
abilitiesand behaviors?How canwe becomeproactive
abouttransparency?

BeyondProxiesand Surrogates
In thedaysbeforeinformationtransparencymade

almost everythingeasily knowable, all we could really
know abouta company’s“character” weretheprograms
andproceduresthatstoodasproxiesfor it. Thosedays
seem to begone. Think of how easy it is to seethrough
to theinnerworkingsof a company todayversusjust a
few years ago.Chatrooms,online forums,instant

accessto financial reports, newscoveragefrom around
theglobe— almost nothing goes unreported somewhere
online,where it can bequickly retrieved.

Consumers, customers, regulators,judges and juries
havebegunto view companies from a characterological
viewpoint. Theypay moreattention to, andcaremore
about, theinner lives and charactersof thecompanies
with which theydo business.They’ve begunto ask
themselves whether a company has integrity andcharac-
ter. In such an environment, programsand proxiesalone
no longer suffice. Thosepassing judgment in our newly
transparent agelook past programs andproxies,deep
into thecultureof thecompany.

Soon thesejudgments wil l becomepervasive and
ingrained, affecting everyevaluation of a company’s
prospects and its abili ty to perform in themarketplace.
People will habitually ask: Does this company have a cul-
ture that is nimble andresponsive,or onefull of friction
and dissonance? Due diligencewill takeon newand
addeddimensions,with theseformerly soft issues weigh-
ing asheavily in the mix as balancesheets andassets. ■

Reputation in a Wired World
Reputation is another oneof those“soft” things,like

trust, that everyonewants but few think abouthow to
get. Today, theworld of businessis faster, morespread
out, moretransient and morefluid than ever before.Yet,
paradoxically, theoverwhelming capacity of technology
to connect usand transmit information to usinstantly
and cheaply bindsustogether as never before. It creates
conditionsof interdependence as high if not higherthan
when locality boundusin commonali ty. In some sense,
thewhole world is now local (or glocal). Whatdoesthis
mean for individuals and companies? Froma reputation
standpoint, what is old is newagain. Reputation — how
othersthink of you — is now morecritical to your abili-
ty to build long-term sustained successthaneverbefore.

Reputation is the sum total of your HOWs: whatyou
stand for, what you canbe trusted to do, your track
record of accomplishment, the esteem you have earned
andhow you have beenexperienced by others. In a
transparent world, reputation leads. It recordsyour past
but also createsexpectations for your future.For individ-
uals, reputation is alsocontinuity. In a world where the
averageworker entering thejob force wil l work for an
averageof 10.5 companiesover the courseof a career,
external structurescanno longerprovide personal conti-
nuity, only your reputation can. Your reputation is a far
more integral part of your personal package thanever
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Soundview Executive Book Summaries®6
(continued on page7)

For additional information on the problems with rules,
go to: http://my.summary.com

From Can to Should
(continued from page5)



before.And reputation is built over time by your HOWs.
Conversely, acompany canno longerassumethat its

corporate reputation supercedesthat of itspersonnel.In a
transparentworld, peoplecanseebetweenthelinesof
whatyoudoanddiscernHOW youdo it. Nuancebecomes
revealed,and reputation accruesto thosecompanieswhose
individuals represent thosenuancesto theworld. ■

Doing Culture
TheGeneralElectric Aircraft EngineAssemblyplant in

Durham,N.C., producessomeof themost powerful and
technically complex aircraftenginesin theworld. Every
year, morethan400 of thelargest enginesacross theglobe
roll out thedoor –– enginesthatpower largecommercial
aircraft like theBoeing777andtheAirbusA320, includ-
ing theenginesthatkeepAir ForceOnealoft.

Thespecialnatureof GE/Durhamdoesnot reveal itself
in its WHATs but ratherin its HOWs. Over200people
work at theplant, groupedinto teamsof fewerthan20
techswhoseonly commandfrom management is thedate
their engine is scheduledto ship;theteamdecidesevery-
thing else.

Thereareanumberof thingsabsentfrom theDurham
plant: a timeclock, acleaningcrewand tool lock-up.With
theexception of adaily teammeeting,workerscomeand
goasthey like,everyonecleansupafter themselvesand
toolsarenot lockedaway, because thefeeling is thatif
youcantrust people to build anaircraft engine,youcan
trust themnot to walk off with a torquewrench.Thereis
alsoonly onebossat GE/Durham, theplantmanager, who
often focusesongrowthandimprovement,not the
specificsof every engineassignment.

Theseeminglyungovernedculturehasachieved some
remarkablethings.Overthecourse of five yearsin the
late1990s,GE/Durhamreduced thecostof airplane
engineassembly by over50 percent.Theplant reduced
quality defectsby over75 percent. Onein four engines
shipwith just a single flaw –– usually cosmetic, like a
scratch.Within themassivebureaucracy that is GE,
GE/Durhamstandsasanoutpostof team-oriented, con-
sensus-basedself-governance, a cultureunto itself.

TheSumof All HOWs
Culture is a company’sDNA, thesumtotal of its his-

tory, values,aspirationsandendeavors. For a company,

culture is its uniquecharacter and lifeblood.Culturecan
bethought of as thedestiny of anorganization.Thecul-
turethat growsaroundany given groupof people is
uniqueto them andcan’t becopied. Others canperhaps
duplicate your HOWs in general, but thespecific texture
and quali ty of what theytotal thrive uniquely in thepeo-
ple who live by them.

Mastering culture is no longer a job for just thoseat
thetop of theorganizationalchart. An organizational
culturerepresents thecollective action of all the individ-
uals thatcompriseit, so it is incumbent uponeveryone
who wants to do well to understandtheintricaciesof
how cultureworks. ■

The Case for Self-Governing
Cultures

Blind obedience,informed acquiescenceand values-
basedself-governancearenot just typesof culture; they
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The Four Types of Culture
Within the spectrum of culture, there are four spe-

cific types:
1.Anarchy and lawlessness: a state where

everyone acts in their own self-interest with little
regard for the group dynamic or organizational
ethos. These cultures, by their very nature, build lit-
tle of the predictability and certainty that capital-
based enterprises require to thrive.

2. Blind obedience: a culture where no one ques-
tions authority and everyone does what they are told
or faces the consequences.

3. Informed acquiescence: a rules-based culture,
where those wishing to participate in the culture learn
the rules and agree to abide by them. The rules are
clearly spelled out and workers either embrace them
or spend time trying to make things work under the
rules. Informed acquiescence cultures tend to be
management-oriented, with an established managing
class and well-entrenched bureaucracy.

4.Values-based self-governance: a culture where
employees believe in a set of values and uphold them
through their actions rather than simply complying
with rules. A values-based culture is governed by
should. Employees believe in a value; they act on that
belief; and they self-govern in the name of it.

There are no hard walls between these four basic
cultures; most groups organize themselves in a pro-
gressive and evolutionary state embracing elements
of all four.



alsodescribeanapproachto governing.Blind obedience
and informedacquiescenceculturesplacemostgover-
nanceoutsidetheindividual in thehandsof abossor aset
of rules.

Transparency andconnectedness,however, makecul-
turesbasedon oneform of external controlor another less
ideal for our newworld. Today, weneed aworkingenvi-
ronment thatconnectspeopleandgroupsmoreintensely,
is poweredby communicationand informationflow, and
enfranchisesindividualsatall levelsof thecompanyto act
quickly and autonomouslywhenpresentedwith new
opportunitiesby thefast-movingmarketplace.

Why Self-GovernanceIs theFuture of Business
Therearemany reasonswhy getting morevalues-

based self-governanceinto everyculturemakessense,
including:

• A horizontal world calls for a horizontal gover-
nance architecture: Values-basedgovernancemini-
mizesthelayers of hierarchywithin an organization.

• Self-governing cultures thri ve on the free flow of
information: To unleashthepower and creativity of a
work forceof inspiredleaders,you mustcreateanenvi-
ronment that unleashestheinformation theyneed to suc-
ceed.Transparency betweenpeople at all levelsin all
transactionsactually makesthese culturesstrongerand
more effective, and thefreeflow of informationmakes
culturesmore self -governing by increasing trust.

• A leading companyneedsto be a company of
leaders: To push theboundsof creativity andinnova-
tion, you needpeopleto live out thereeveryday.Rules-
basedculturescontainan inherenttensionbetweenout-
side-the-boxthinking andinside-the-box compliance.
Self-governing requireseachindividual to stepup and
lead,to take responsibility both for their own work and
for theperformanceof others.

• Values-based self-governancecultures encourage
employeedevelopment: Theconditionsof thenet-
workedworld makepushingvast amountsof informa-
tion to workers’fingertips cheapand easy,but a values-
based culturegoesa stepfurther anddedicatesitself to
educating its work force.

• Self-governancebuilds universal vigilance:
Sometimes individualsjoin anorganization but do not
embraceits goals.In values-basedself-governed groups,
theseindividualscan’t fool theculture; thevigilance of
thegroupidentifiesthepeoplewho do not truly align
with thevalues of thegroupandejects them.Cultures

like these are self-enforcing,
thusreducing theneed for exter-
nal management controls.This
form of self-governance takes
advantageof thecollective intel-
ligenceof thegroupto regulate
thecultureas a whole.

• Self-governanceshifts deci-
sion making from the prag-
matic to the pri ncipled: Values-
based self -governancecultures
areinspiredby a mission and
steered by values. They enshrine
long-term principles in placeof
short-term gain and challenge
each decision maker to fulfill
them in every act they perform.
Decisions madeon the basis of
sound principlesprovide a
steadyrudder in stormy seas.

• Self-governance is a higher
concept: Values-basedself-gov-
ernancegovernsin thenameof
principles and values,not rules,and only principlesand
valueshavetheability to inspire. It speaksin thelan-
guageof should rather than can. It calls usforth to wed
our highest goals and aspirationsto how we do whatwe
do each day.

If values become theengineof culture, self -gover-
nance provides thescaffolding that allowseveryone
throughoutthehierarchy to embrace and put into opera-
tion thosevaluesdaily in everything that theydo. ■

Afterword
In a dialogic society, answering thephoneon thesec-

ondring or always havinga smile on your faceis no
longerenough;a connected, transparent world now
lookspast theproxies of serviceandlooksto how the
companies andpeoplewith whomtheydo business
engageandinteract with them.

Experience matters in a world where interrelation-
shipsmatter, and not justcustomer experience,but
every interaction with every personyou encounter
throughoutthebusinessday. Experience is becoming
thegreat differentiator. Can you do experience?Can
you do innovation?Can you do excellence? How do
you measuresuccess?Success is something you get
when you pursuesomething greater than yourself,
something of significance. Pursuing significance,in the
end, is theultimate HOW. ■
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RECOMMENDED
READING LIST

If you liked How, you’ll
also like:
1. Success Built to Last by

Jerry Porras, Stewart
Emery and Mark
Thompson. Through inter-
views with 300 successful
individuals, the authors
uncover the secrets of
their accomplishments.

2. Talent Is Never Enough by
John C. Maxwell.
According to Maxwell, tal-
ent is often misunderstood
and overrated. To combat
this, he suggests that peo-
ple build their strengths
and become a “talent-plus
person.”

3. A Whole New Mind by
Daniel H. Pink. Pink
offers a fresh look at what
it takes for businesspeople
and organizations to move
from the Information Age
to the Conceptual Age.
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