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_ THE LONG VIEW
OF LEADERSHIP

Most people can't think beyond next week. If you can think years ahead,
you're the boss—or probably should be. That’s the basis of a management theory:
that’s working miracles for its corporate disciples. By Alexander Ross
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Most people can’t think beyond next week. If you can think years ahead,
you're the boss—or probably should be. That’s the basis of a management theory
that’s working rmuracles for its corporate disciples. By Alexander Ross

B F YOUR EMPLOYEES DON'T KNOW

f who their real boss is, it their pay

scales bear little reladon to the work

they do. if the lower-downs think
2% management is incompetent and the
higher-ups are fightung turt wars with
cach other. help 1s on the way. Despite
what countless consultants have been
telling vou, setting up teams and quality
circles is not an automatic cure for
burcaucratic sclerosis. Such democratic
solutions are like trying to steer a car by
twisting the rear-view mirror back and
forth—it may seem to work for a while,
but sooner or later you will probably
crash. because you're operating under
false assumptions. The only lasting solu-
ton s to set up clearly demarcated levels
of authority and accountability, and to
make sure the people at each level of your
organizanon are mentally equipped to do
their jobs.

That's a drastic oversimplification of
the prescription offered by Canadian-
born psychoanalyst and management
expert Elliott Jagues. His organizational
theories, shaped by more than 40 years of
on-the-job research, are beginning to
revolutionize management thinking
around the world. Some admirers believe
that Jaques and his Scratified Systerns The-
ory (SST) represent a major intellectual
achievement—a comprehensive body of
insights that explains organizational
_, behavior the way Adam Smith described

E & economic systems or Sigmund Freud
Z explained the muysteries of the human
g psvche. Others have dismissed Jaques’
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work as a form of manageral fascism that
arbirraily slots people into organizational
cages. But the handful of companies that
have actually applied Jaques’ theories have
reported almost magical results, including
quantum leaps in productivity and profits,
and happier, nfore dedicated emplovees
throughout the organization

What Jaques claims to have discov-
ered. at these and other organizations. is

clock ticks for father Uma: Elllott Jogues measures managers agalnst milienls

that natural hierarchies assert themselves
wherever human beings organize them-
selves to fight or work. “This structuning
is true regardless of whether it’s a factor
in Calcutta, a mine on Bougainville
Island in the Solomons, or 2 mine out in
the middle of the Namibian desert.” he
savs. “Evervwhere you find the same
phenomenon.”

Much of what Jaques savs directdy
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contradicts current management doc-

trines, which stress the importance ot

teamwork, emplovee parucipanion and
the removal of management lavers. These
touchy-teely approaches o management.
he argues, aren't merely nusguided. They
are fundamentally, disastrously. danger-
ously wrong; and if pursued. they will
make North Amencan industry even less
competitive than 1t already 1s. "Every-
thing is teams, teams. teams.” he says.
“But we've brought n the teams in ways
that have totally undermined the impor-
tance of effective manageral leadership.
e’ total qualicy management, nght? And
evervbody's agreed on this stuff. And as
long as this goes on. the Japanese will
knock bloody hell out of us.”

SST applications have produced such
dramatic results that some people can't
understand why Jaques is not as famous or
fashionable as, say, Tom (In Search of Excel-
lence) Peters or Edwards Deming, whose

person has an inher-
ent potendal for cog-
muve development
and 1s thus equipped

to nse only so high. MANAGEMENT ARE Loussville. kv
and no higher, in an Melbourne Hon
organizauon. Learn- ~ FUNDAMENTALLY, US  firms  have
ing and experience applied Jaques” theo-
will enhance our DANGEROUSLY WRONG ries with .such mde-

skills and knowledge.

JAQUES SAYS TOUCHY-
FEELY APPROACHES TC

of support

ning to su.
consulting hn
execuve suie

cent success that fon

but no amount of
positve thinking can change our potennal
to approach problems in increasingly so-
phistcated ways. Jaques is basically saying
that some people are born with the abili-
ty to make CEO—and some aren’t. In a
culture that is obsessed with self~improve-
ment, that amounts to a major heresy.
Burt the main barrier to acceptance,
some of his adherents believe, has been
the short-term fixation of North Amen-
can management. “Jaques is not the
instant pudding that everybody looks

THE THOUGHT PROCESSES OF FAST TRACKERS

ow to measure cognitive leveis has been

a question that has obsessed Elliott
Jaques for much of his career. After succes-
sive refinements, he now thinks he's devel-
oped a reliable, scientifically valid method.
it involves asking the person to discuss
some controversial question—such as, say,
whethser or not to tegalize recreational
drugs. Some people flatly deciare that legal-
izing marijuana would be wrong. Others
might draw historical parallels with Prohibi-
tion. Others, the fast-track people, will set
up two or three parallei lines of reasoning
and are capable of grasping how a multi-
plicity of possible outcomes might interact
A trained observer, says Jaques, can

statistical theories provided the intellectu-
al underpinnings for the postwar revival
of Japanese manufacturing, For one thing,
Jaques is primarily a scientist, not a man-
agement consultant. Undl recendy, he has
shown little interest in popularizing his
work. For another, his stuff is not easy to
understand. He has writen 16 books that
artculate his theores; but almost no one
has succeeded in the daunting task of
reading all of them. His theories also gen-
erate built-in resistance because they
sound so, well, undemocraac.

One implication of SST is that peo-
ple’s problem-solving abilities develop
through youth and maturity in pre-
dictable patterns. This means that each

spot these cognitive levels by watching for
certain conversational cues. And these
varying levels of sophistication are
expressed as a person's natural time hori-
zon, determining his or her fithess to occu-
py one or anather stratum.

Problem-solving abilities, though, aren't
the only determinant of competence, of
course. Competent managers must also
have the necessary knowiledge and skills,
have no destructive personality quirks, and
must want to be in the roles they occupy. If
these conditions are met, subordinates will
feel their boss “knows what he's doing,”
and the boss himself will feel comfortable
setting the context for people in the next
level down in the hierarchy.

for,” says Jos Wintermans, president of
Canadian Tire Acceptance Lid., who has
used Jaques' SST to reorganize and neady
double the size of his company (see page
61). “I don’t think most managers have
the stomach to live it and actually do it,
because it's tough slugging. The people
who succeed are the ones who have taken
five or 10 years, consistently changing
their environment.”

But Jaques' hour may be about to
strike. The Harding Consulting Group
Inc., a Miami~based consulting firm with
offices in Torosito and Houston, working
exclusively within the Jaques context, has
produced impressive results that CEOs
are beginning to nouce. Isolated pockets

vears they wauldnt
talk about it publicly, for fear ot uppiny
off their compettors. Now such tims as
Whirlpool Corp. in Michigan and Ken-
rucky-based Commonwealth Alununum
Corp. are beginning to do a licde on-the-
record boasting. The Toronto office of
Price Waterhouse is exploring how SST
can be applied to the hiring proces and.
in February, sponsored a breakfast lecture
by Jaques that attracted about 45 CEOs
from major Canadian companies.

O WHO IS ELLIOTT JAQUES

and what is he telling us? He

graduated with a BA from the

Univensity of Toronto in 1937,

completed his medical degree
at Johns Hopkins Medical School in
1941, and took a PhD at Harvard in
social reladons in 1952, He sperzt most of
the war years as a liaison between the
psychiatric units of the British and Cana-
dian armies, working much of the ame
on officer selection methods. He sayed
in Britain after the war, qualifying as a
psychoanalyst at the Brtish Psychoana-
lytical Society. His army work, combined
with his clinical studies, gave him a dual
interest in how people and organintions
develop and interact. His research in
human development prompted him to
describe “the midlife crisis,™ a termy
Jaques invented that has becorne part of
the language. From 1947 undl 1965, he
spent his mornings seeing seven psycho—
analytic patients and his aftemoons
prowling around the premisesof the
Glacier Metal Co., an engineering firrm
that had retained him as a c onsulting
social sciendst.

He worked with the company for
more than 30 years. [t was his Laboratory,
a living microcosm of organiutional
behavior. Like a diligent anthxopologist,
he became an equally familiax presence
in Glacier's boardroom and at meeangs
of the union shop stewards. ““My cor-
cern,” he says, “became how todevelop
social institutions that carx enhance:
human morality, human effecuveness,
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human creanvicy.
That concern en-

larged his role trom g SYCCESSFULLY, THEY

scienaitic observer to

1 sort of specialized  WOULDN'T TALK ABOUT IT

management re-

scarcher. The work-  FOR FEAR OF TIPPING OFF

ers and managers of

Glacier helped him  THEIR COMPETITORS

shape his theory of
stratified  svstems.
Jaques. in turn, helped reshape Glacier
into one of the tew UK companies that
was tnumphantly immune to the Bridsh
Disease—excessive trade unionism and
heavv bureaucracv. The company was
eventually absorbed into a conglomerate
called Associated Engineering. But the
managers whom Jaques had helped
select and train at Glacier ended up run-
ning Associated and seven of its nine
subsidianies.

INCE THEN, JAQUES HAS
worked with such diverse orga-
nizations as CRA Ltd., the
Australian subsidiary of Britsh-
based mining conglomerate

RTZ Inc.; the Church of England; and

the US Joint Chiefs of Staff on organiza-

tional matters, and last year received a cer-
tficate of appreciation from Gen. Colin

Powell for “oustanding contributions in

the field of military leadership theory.”

Jaques argues that companies get into
wouble when the layers on their organiza-
donal charts fail to correspond to the nawu-
ral universal structure, and when
hierarchical divisions are blurred so that
managers aren't clearly accountable for the

work of their subordinates. But his expla- .

naton of why organizations need hierar-
chies, and how they operate, may represent
a fundamental advance in our understand-
ing of people and organizations. What, he
wondered, was the hidden principle that
distinguished one level of hierarchy from
another? It was his mates from the shop
floor at Glacier who suggested the first
clue: it has to do with ame.

What defines the level of work in a
stratum. he realized, is “the target comple-
tion tme of the longest task, project or pro-
gram assigned to that role.” At stratum 1,
the production line or the typing pool, it
might take a day to set up a lathe or 20
minutes to type a letter. At higher levels,
tasks extend farther in the future: perhaps
two years for a sales manager to rebuild a
marketing organization or five vears for a
CEO to tum around a company.
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SOME US FIRMS USED SST Years of tield

work also revealed
that people in orga-
"nizations were re-
markably unanimous
about where the cut-
off points should be
berween one stratum
and another: three
months for stratum
1, one vear for stra-
tum 2, two years for stratum 3, five vears
for stratum 4, and 10 and 20 years for stra-
ta 5 and 6. The perceived complexity of
work within an organization, in other
words, does not increase in a_consistent
way. It is discontinuous, just as water is dis-
contnuous in its progression from solid to
liquid to steam. The fact that so many
people, in so many different cultures and
situations, perceived the hierarchies of
their organizations in the same way. per-
suaded Jaques that he'd stumbled on
something fundamental.

The corollary of this notion turned
out to be more controversial. If there are
natural strata in human hicrarchies, there
are also people who are naturally meant to
occupy them. Some people can't see past
their next paycheque, and usually end up
in stracum 1. Others, a miraculous few,
are endowed with the Churchillian gift to
glimpse across the ¢enturies. In between
are the rest of us. At any give time in our
maturation, the level of sophistication
with which we approach problems deter-
mines where in the hierarchy we really
belong. Jaques has spent decades testing
the cognitive abilides of people in various
strata, and now believes he can reliably pre-
dict their capacity to tise to higher levels.

Jaques has idendfied vanious levels of
cognitive ability ranging from the very
concrete (“Hand me that broom™) to the
very abstract, in which a person is capa-
ble of imagining several chains of possi-
ble consequences and relating one
possible outcome to the others. His
research shows, he says, a srong correla-
tion between cognidve ability and dme
horizons.

The smarter we are at processing in-
formaton, in other words, the farther we
are able to project ourselves into the
future. That’s the fundamental difference
between Archic Bunker and Henry
Kissinger—not just intelligence or ac-
quired knowledge, but a measurable,
qualitative difference in the way each
solves problems, and in the time horizons
of the roles in which each feels most
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Jos Whitermans' smart new managers: thelr predecessors didn’t measurs up to the Jaques' management madel

“THE RESULTS WERE TREMENDOUS—AND ALMOST INSTANTANEQUS™.

hen Jos Wintermans took over as CEO
of Welland, Ont.-based Canadian Tire
Acceptance Ltd. (CTA)in 1988, he found the
management of Canadian Tire Corp. Ltd.'s
data-processing arm seemed more intarast-
ed in golf and curling than in building the
business. Costs were rising and usage of
Canadian Tire's card had slipped from 100%
(before Visa and MasterCard) to as low as
38%. Wintermans realized that if a recession
hit, the company would be in trouble.

He'd heard about Elliott Jaques' Strati-
fied Systems Theory (SST) through his boss.
In April, 1988, he hired Georgs Harding's
corisulting group to analyze the company's
structure and recommend changes. The
resuits shocked Witermans. “They told us wa
had 11 laysrs of managament, whaen we
should hsve head five,” he says. | hadn't antic-
ipatad that it would be that bad—but it was.”

Too many middle managars, it turned
out, were bunched up around leve! 2. Hard-
ing's team also recommended merging sev-
aral departmants, so that whoever was

comfortable A Churchill. whose abilities
Jaques would charactenize as level 8 or 9.
would probably feel bored runming a
company such as General Mortors Corp.
And what usually happens when a CEQ's
cognitive abihtes ful co match the level of
hierarchy he occuptes 1 thae he shanks
that company down to s own fevel
Yes, 1 sounds ghb when suted that

running them would be accountable for
overall resutts. The next step was to identify
managers who, according to Jagues' method-
clogy, weren't equipped to occupy the posi-
tions they held. The results indicated that
four of his vice-presidents were, as Winter-
mans expresses it, “not operating at the
right level,” and a fifth might eventually be
capable of doing his job, but only with a lot
of coaching. These findings coincided with
what Wirtermans alrsady knew intuitivety, so
he fired four vice-presidents and eliminated
the positions of two others. “This was not
the crew that was going to bring this compa-
ny into tha next decade,” he says.

Then he asksd his managers to choose

Support stafh: now the whole hive buzzes

the people they wanted to keep and those
they could do without. This gresulted in
another 10 firings. .

Wintermans and Harding stre=ss that staff
reductions are only a by-produc® of the pro-
cass, not the goal. In fact, the cosmpany now
employs more people than it dicd four years
ago. Although CTA is only now attempting to
apply SST at the lower eche alons, the
company is already transformea. As a per-
centage of revenues, salary < osts have
dropped from 13.2% in 1988 t© 9.2% last
year, and ravenuss have grows from 3100
million in 1988 to $173 million ire 1991, Prof-
its, despite the recession, hav' @ incraased
overy year since 1988.

“SST really works," says Haading, "and it
works fast. in January, 1989, ™=@ year-over-
year ncraase in revenues was 8%. By Apnl
it was 22%. Tha onty thing that canaccount
for that is the restructuring,” hea says. “Peo-
ple knew what their jobs werea, knew what
was expsectad of them. The gesults were
tremandous—and slmost ins~Zantaneous.”

baldiv. But che theory is be=ingapphed
with astomsting resules.  Executives
who have gone through tInelong and
paintul expenence of recs rgamzing 4
company along these hine=s report chat
much of 1t boils down =0 wmmoc
sense—-but that Jagues’ theo T provicle
powertul conceprual frarzework cha
vahidaces what many sma rrCEOs de



instinctively anywav.
At Toronto-based
Suncor Inc.. the re-
structunng cut deep.
the pain was perva-
sive and the results
have been impressive.
Doug MacKenazie.
the executive vice-
president in charge of
refining and market-
ing, has worked with the Harding Group
since 1989 to restructure the company’s
Sunoco Group, which runs refinery and
retail operatons in eastern Canada. Sun-
cor's operations in Alberta have not been
affected. The exercise involved analyzing
who was reporting to whom at what
level, trimming down the organization
from six to five strata, and combining
some functons to promote accountabili-
ty. He has tried to introduce SST con-
_cepts throughout the organizadon, right
down to the truck driver level. Despite
what MacKenzie calls “all the pain and
agony "—they reduced suff overall from
908 to 75(0— Sunoco was the only major
oil company that didn't lose money dur-

EXECUTIVES WHC HAVE
APPLIED JAQUES’
THEORIES SAY MOST OF
THEM BOIL DOWN 1O
COMMON SENSE

ing the first half of
1991. Sales per em-

ployee have in-
creased by 83%. It
has become one of
Canada’s most prof-
itable refining and
marketing opera-
tons; four years ago
it was one of the least
profitable. MacKen-
zie says the reorganization has liberated
the energies of people throughout the
company. “Jet fuel sales are something |
didn’t even have a handle on,” he says.
“And all of a sudden we increased our
sales last year by 157%."

AQUES ARGUES THAT SUCH
victories are to be expected
when companies achieve “req-
uisite organization"—that is,
when their hierarchies corre-
spond to the natural divisions he's idend-
fied, and when people at each level
clearly understand what's expected of
them. A well-run hierarchy allows peo-
ple to work to their full potential. He bri-

dles at experts who compare the function
of modern managers to those of coaches
or orchestra conductors, and who w© v
to replace individual accountability with
group responsibility. The aim should
not be to abolish or undermine hierar-
chies, but to make them work morc
effectively.

Will SST ever become widely accept-
ed? Perhaps not, because it challenges
conventional assumptions in so manv
Belds, from compensation policy to per-
sonnel testing. Too many firms have too
many vested interests in personality tests
(useless, Jaques believes), bonusing sys-
tems (which he says are disruptive) and
office perks. Besides, the Harding Group
is virtually the only consulting firm in the
world with extensive experience in
implementing SST, and George Harding
believes his company must stay small to
avoid diluting the purity of Jaques’ theo-
ries, which he is convinced will be_the
conventional wisdom a century from
now. “Once you get this stuff in your
blood," he says, “you see everything
through ic. It's a way of understanding
work, the world and people.” C]B]
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