Leadership Demystified

“t'mall for progress; it’s change 1don 't like”

Mark Twain
Why leadership?
The point of leadership is to initiate change and make it feel like
progress.

1t’s not just Mark Twain who was against change. We all are. But where
% there is life, there is change. Change is inevitable. The issue is whether

we are going to be hapless victims of change, or initiators and exploit-
ers of change, {or the benefit of ourselves and of other people. Are we
going to suffer change, or drive progress?

Leadership is what takes us and other people into a better world. Lead-
ership insists that things must be done diffcrently. Leadership rides
the forces that are pulling individuals, groups, organizarions, markets,
economics, and societies in different directions, and lends a coherence
that will cnable us to benelit from the change around us. Leadership
says, “We cannot just carry on doing what we have done before. See
all these forces of change around us; they are not just threats, they are
also opportunities. But we must do this rather than that.”
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If it is effective, leadership persuades people who would otherwise

carry on doing what they are doing, io do something different, in ac-
cordance with a shared view of what that “something different” com-
prises. Leadership uses change to make progress.

Leadership is a quality, a culture, a role, a mind-set, and a set of actions.
Leadership encompasscs everything that is necessary to induce construc-
tive change,

What is a leader?

The real definition of a leader is someone who provides such leader-
ship. This person, these people, who are true leaders may or may not
be the formal leaders. There may be no formal leaders. The group itseli,
which is experiencing and benefiting from leadership, may not even
be defined to start with.

What this book can do for you - leadership to create wealth

This is a book for both formal leaders — those whose job it is 10 lead
-and forinformal leaders — those who [ead regardless. For both current
and aspiring leaders.
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Business leadership is about effective and profitable adaptation to the
@ conditions around the organization: it’s about choices and actions that

are mindful, sensible, and yet courageous too. Taking and executing

decisions in @ way Lhat is responsive and [lexible, as well as deliberate
and influential, that makes sense to colleagues, and gains comnmitment
from them.

Business leadership must distinguish hype from healthy optimism;
denial and over-skepticism from prudence. The leader must be able to
judge when it is time to act; how to frame strategies in order 10 appcal
to others and get things going.

In so doing the leader manages the boundary between what /s happen-
ing — the present - and what needs fo happen — the desired future —tak-
ing into account the group’s legacy and position: its potential, dreams,
obstacles and prejudices.

Leading is living and influencing

We all take such leadership decisions throughout onr adult fives — in
our choices of career or life-partner, whether or not to have children, to
move horne, starl a business, or change jobs. In none of these situations
can amanagement system or glossily packaged pop-psvchology provide
a definitive, sustainable answer, Instead, we have to face reality, choose
and act, in time, with no guarantec that we have done the right thing.



Leadership Demystified 3 emp

Yet our focus is on business leaders and business feadership. There are
many common factors to leadership in business, in society, in poli-
tics. and in other theaters. But one of the requirements of leadership
is a good Instinct about what to do. It is no use persuading people to
change i you get them to do the wrong (thing. Change would then not
be progress; it would be “anti-progress.” The instincts about what 10
do require specialization.

In business, leadership is not just about making things different and
better. It is about making money in the process: lots of it. This is the
only objective test as to whether resources are being used sensibly,
whether change really is economic progress. We want to tell you how
to use leadership to make lots more money,

Moving from the present to the desired future

This entails understanding the environment, and one'’s own and oth-
ers’ motivations, {in all their complexity), deciding on future direction,
and mobilizing people in that direction.
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Leadership in business is like that, with the additional complication

that deliberate change has to result from the impact that people have
on each other.

Think abeut the person who has influenced you most in your life, who
despite vour anxiety and regardless of receiving no reward and risking
punishment for non-compliance, got you to risk and act on an idea, in
a way that you would never otherwise have done.

Think of another case where, because of someone else’s influence,
you decided to move beyond your usual range of behavior, so that you
were able to achieve something you would never have dreamed pos-
sible without their encouragement. The effect these people had, what
they represented for you, the things they said, and how they conducted
themselves — sharing your triumphs and joy, supporting you through
uncertainty and failure — are what leadership is all about,

Leadership is about you

very few of these leadership qualities can be developed through ac-
cessing others’ writings or courses. Erudilte authors have published
thousands of books, and the holy texts of most world religions deal
extensively with the topic of leadership. Yet intellectuals, theoreticians
and religious people don’t necessarily make the best leaders.



emp & Smart Leadership

Why? Because competence in leadership is fundamentally rooted in
who one is, rather than in what one knows.

Think of leadership as having two components: a general component;

and a specific component, which is dependent on the context in which
you happen 10 be operating at any particular time. The general com-
ponent relates to whe you are; the specific component 1o what you know
about business and the specific opportunities and threats facing any
enterprise. Many people can know a great deal about the latter without
being effective lcaders. If you doubt this, just go to any strategy con-
sulting firm and talk o its 20-something consultants.
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Although knowledge and skill are vital, it's one’s integrity, sclf-csteem,
resilience and other persenal qualilics that count for most when it
comes to leadership.

Chains of command and management systems may crcate compli-
ance and conformily — but lasting purposeful change, which feels like
progress, is a function of leadership; based on the fundamental, age-old
principles ol judicious wisdom, strong relationships, integrity, mutual
trust and respect, and an ability to manage oneself in the moment.

The paradox of corporate uncertainty

®

Almost by definition, organizations can only join people together
through concerted, focused effort by all their people. This requires
the alignment of decisions and the mobilization of common actions
amidst a diversity of human interests, uncertainty, and ever-chang-
ing environments. The larger the organization and the more varied
the markets, the more this complexity, diversity and uncertainty are
compounded ~ and the more difficult it is to join people together in
the first place.

The laws of physics tell us that every action has its reaction, each hav-
ing equal significance and value. For instance, ask any leader or group
of leaders in a big company to list their strategic imperatives and one
will notice that betore one page is filled, the items begin to contradict
ane another.

What complicates things further, is that often one imperative makes
equal sense 1o its opposite, and seems just as beneficial to the organi-
zation. Take customer service. Several books in the “management [ad”
section of a typical airport booksiore will argue that customer loyalty is
paramount, and one’s sales force will chant that the “customer is king,”
and go on to insist that his demands should be sacrosanct because “he
pays one’s salary.”
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That scems simple enough; yet as Oscar Wilde said, “the truth is

rarely pure and never simple.” Tf we ask the opinion of a manager
concerned with organizational efficiency, he will Lell you that giving
in 10 customer demands costs money, and can therefore negatively
affect the bottom line, compromising both shareholdes interests and
well thought-out policies and procedures which have been designed
to eliminate favoritism and to ensure cfficiency and fairness through
uniform treatment lor all.

Should such a tension lead to a quarrel between customers and staff,
and for argument’s sake, one takes the customer’s side over an em-
ployee’s - particularly when that employee was applying a policy or
procedure in what he understood to be the company’s best interests
— one is risking being seen as inconsistent and damaging staff morale
and of violating the principle that “our people arc our greatest asset,”
which is, according to umpteen other books, absolutely true.

Every senior executive has faced dilemmas such as this, where he has
had to mediate a dispute between various competing interests, all of
whom have had “a piece of the puzzle,” but are cach presenting infor-
mation and arguing credibly io oulmanenver one another and “win
the day.” How do we 1esolve such an issue?

Kaplan and Norton introduced the notion of “The Balanced Scorecard”
—an organizational management system that aims to give equal weight
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to human/social imperatives (which promote growth and learning),
organizational efficiencies (business processes), customer needs, ard
finandal requirements {or those of shareholders who are looking for
financial returns). They propose that one can engineer logical systems to
manage organizational dilemmas, and that with appropriate manage-
ment rigor and discipline, one would achieve a balanced, etfective, and
eflicient organization,

But Kaplan and Norton brushed over the fact that trading-off between
opposing points of view and imperatives is always challenging and

requires presence of mind, level-headedness, a strategic view, and in-

tegrity. This is espedially the case when one cannot calculate the right
answer — both because each side seems believable and the future is
uncertain, and when one suspects but cannot prove that the rational
arguments are presented merely to further personal interests.

Furthermore, it’s not just a matter of making a decision; leaders must
also ensure it makes sense to everyone. Process Oriented Psychol-
ogy teaches that an interest group or person who feels discounted or
under-acknowledged by a decision will resist it, either passively {(work-
ing-to-rule and passing on information only when asked), or actively
(overt sabotage}. Leaders need to know how to provide intelligent,
integrated solutions 1o company dilemmas, in which everyone will at

least acquiesce,

We may be told that all imperatives — short-, medium- and long-term,
stafl-, customer-, public- or shareholder-related - are equally impor-
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tant. In specific situations, however, leaders must favor one over an-
other, The specific trade-off will depend on the information available,
the risks and benefits of cach action, what will make the most money,

the ethics of treating people fairly, and on the particular message the
leader chooses to send to the organization.

Ol course it is beneficial to have a comprehensive management sys-
tern that tracks and measures achicvement of conflicting financial and
non-financial business objectives and aligns initiatives accordingly. Yet,
human beings still need to make sense of the conflicts, agree on their
implications, and trade off and take decisions to ensure progress. Effec-
tive leaders work with the paradox of uncertainty, and so embrace lun-
damental tensions, supporting and listening, challenging, and directing
in a holistic and integrated way.

The yin and yang of leadership

Such conllicts are linked, at a deeper level, to the fundamental uni-
versal tensions that Jung called anima and animus (female and male
archetypes), and thal Taoists refcr to as yin and yang.

Working with yin and yang requires a certain type ol thinking. An an-

drogynous mind can strategize and inspire, energize and arouse the le-
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thargic, and defuse the panicked and hostile. An cffective [eader knows
when to apply the maxim “don’t just stand there, do something” (be
action oriented) and when to use its opposite, “don’t just do some-
thing, stand there” {be patient, contemplate, and be reflective),

Leaders must be mindful, able 1o see all sides, and be decisive, flexible
and mature in deciding who is right in each a situation: what will cre-
ate the most wealth. To create clout, leaders must also, sometimes, use
drama and surprise.

Management versus leadership

Managing means planning, organizing, direcling, controlling, and
menitoring in order to get things done and to attain a clear, defined set
of objectives. 1t is largely about marshalling resources towards achiev-
ing a desired outcome: achieving or winning according to a pariicular
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paradigm or set of rules. An unfortunate and unintended consequence

of this is that management systems themselves tend to reflect the as-
sumptions held by the managers who designed them. Furthermore,
people managemcent {performance management, reward and recogni-

tion etc.) systems encourage people to place a “spin” on facts in order
to make things look good; to enhance their own or their manager's ego
and reputation so as to reinforce the notion that everything is under
conirel and going according to plan, even though this may be far from
the case.

Many well-managed organizations have gone out of business because
they failed to see beyond their assumptions.

Management is inherenily conservative. Psychological theory and
in particular the transactional analysis theories of Berne and Erskine
explain how people will naturally protect their assumptions about the
world in order to feel in control when faced with stress or challenge.
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Leadership, in contrast, faces up to things as they really are rather than
as we want them to be, regardless of how it makes us, our boss, or cur
organization look. It involves being aware of our assumptions, ques-
tioning them, and werking cut the right things to do and doing them.

Managers achieve objectives; leaders work to a purpose

Leaders can discern patterns amidst the apparent chaos of the business
environment and envision a desired future state and possibilities, often
with little or no supporting data. To see the real picture, lcaders must
be able to screen out their awn bias.
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Real progress requires an ability to let go of one’s own comfort zones
% and assumptions, which may mean hearing or secing what one does

not want to hear or see, to take courageous decisions, and engender

the necessary trust amongst others to do the same.

Even worse, we cannot hope to consistently make the right decision
first time. If the waters are uncharied, we're bound, sooner or later,
to get lost.

The leader must therefore change or abandon a strategy if it's not
working, regardless of how this may affect the organization or her

own image or ego. Whereas the manager sets out to achicve objectives,
the leader aims to fulfill a purpose — g specific and unigue way 1o create
long-term wealth that fits one organization perfectly.

The idea of the cause

In 1907, Henry Ford announced that his company’s mission was
“ro democratize the automobile” — to make something that was the
preserve of the rich affordable te ordinary working men. That was a
@ cause. In the nineteenth century, the unification of ltaly, and of Ger-
many, were causes. The elimination of starvation and of smallpox are
causes. To grow into the leading supplier of a particular product or

service is a cause, Becoming larger than a much bigger competitor is a
cause. Providing the world’s best ideas for business is a cause.

To cxcite people, and to create a sense of future momentum and direc-
tion, good leaders use cquses. A cause is something that needs doing to
create progress. It is the purpose that will mobilize a group of people
- an organization or a tribe within it - to do great things.

A cause is something that needs doing. If nothing needs doing, and if
pothing new is done, there can be no progress.
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: In selecting a cause for your group, follow these guidelines:

e Adopt a unigre cause. If someone else already has the cause, why
should this excite people or cause them to follow you?

o Ensure it's an exciting and worthwhile cause.

e Butalsoe that it's attainable within a reasonable time period - usually

between one and five vears.

o The cause must fit your people, vour firm or unit’s history and its capabili-
ties. The cause should fit your unit better than it would fir any other
unit. Otherwise, other firms or groups will be better placed (o catry
out the cause. Another reason to ensure this close fit is that you will
not excite pecple unless they can see why ey are uniqucly quali-
fied to execute the cause - il they don’t believe 1his, they will be
turned off,

e The cause must fir you. Otherwise, it would better suit another
leader. The cause must be something that you are personally pas-
sionaie about. You can't manufacture this - synthetic excitement is
soon seen through. The cause must be totally congruent with your
personality, skills, and motivation.
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Developing the right causc is often a dilficult and non-linear process.
Do not rush it. Evolve it. Usc trial and error to sce whether an incipient

cause really does suit you and your people. Don’t proclaim the cause
very emphatically until you are sure it is right — and it has a good
chance of being realized.

Ultimartely, though, you must have a cause. If you are trying to make
change feel like progress, you need to know what “progress” really
means.
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Don’t plan the future

A leader has to make sense of how the future is unfolding, in order 1o

decide how 10 act now and communicate a vision of the future that will
carry the group there.

But in thinking of the future, beware. Many nasty traps await you.

Organizations, and societies run by organizations, tend 1o be blind to
the future, because they have such a strong vested interest in keep-
ing the present running. The collapse of Nazism, communism, and
apartheid are extreme but instructive examples. Talent, energy and
money werce channeled in to prop up these systems — maintaining the
present in respect of past assumptions — rather than towards change
and progress — confronting the boundary between the present and the
[ulire,

Leaders must stand aloof from their organizations’ tendency to deny
that the future will be different. An opposite trap kies in a subculture
within organizations, happily not so prevalent as fifteen or thirty years
ago, bui still present or lurking below the surface —~ the idea, much be-
loved of marketers, [inance people, MBAs, and unreconstructed strat-
egisis, that the future can be planned or predicted with tolerable accu-
racy. You can tell these people by their dynamic energy, their sheaves
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of printouts, their luminous presentations, their enthusiasm, and their
utter sense of conviction. They are dressed for success, yet their siren
songs will surely lure you to perdition. Fire them all immediately.
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Vision
Though the future abounds with paradox, it is so uncertain and com-
% plexly determined that enterprises that fail 10 take responsibility for
their future are unlikely to endure. The key tool is some vision of the

fArm and its future.

Vision provides a sense of meaning and aspiration that can never be
[ully described. Nevertheless, all cilective visions have a fundamental
resonance and clarity that will make sensc, encourage, and also pro-
vide discipline.

Vision is usually described as a destination — a picture of where the
organization should be going, and of how vou define success in the
future. True, but not the whole truth. As befits a holistic and invisible
force, vision simultanecusly describes the present, the past, and the
future; what the organization is as well as what it should become;
what drives the enterprise as well as where it will drive; what gives it
power; why it deserves a place in the economy; what it has done and
will do for the world.

We have (o describe a vision in words, but they need not be — gener-
ally, should not be - too precise. A dream must be luzzy. 1§ we enjoy
the dream, awake and try to make sense it, to tie it down to terms we
can fully understand, then we drive it away. The dream is not some-
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B

thing we fully understand, yet it is a force we can feel, and it can drive
us lorward in a way thai a plan tightly based on words and numbers
never could.

If vision is about behavior and ideals, then it matters hugely whether
the “chief visionary” — the lcader - embodies these ideals and behav-
iors. Vision is visceral, not rational; emotional, not intellecival; per-
sonal and personalized, not dispassionate. The vision must be congruent
wilh the leader, and the leader must be congruent with the vision.

We come back to the indissoluble link between the leader's effective-
ness and the leader’s integrity. Who the leader is, what she leels, what
she thinks, what she says and what she does, need tobe congruent. The
vision, validated by the leader and what she stands for, needs 1o “hold
together,” give hope and meaning - feel true to individuals, teams and
organizations over long periods of time, and in various different situ-
ations.

Successtul leaders use language artfully to describe their vision; people
feel that despite not always being able to see the possibilities it suggests,
they are still able to suspend their anxiety and disbelief. They follow
their leader into uncharted territory because they trust him or her, and
therefore the vision itself.

In describing a vision, leaders face a challenge similar o that of the
great artist. The leader has to describe something coherent, realistic
and unifying, but sufficiently complex to provide hope and meaning
to a diversity of people, interest groups and professions in a way that
stands the test of time. '

The vision is not necessarily a new idea; instead the leadcr is able o
sense what needs to happen next, to synthesize and explain with cred-
ibility.



Leadership Demystified 21 ewmp

Virginia Woolf described how Tolstoy and Shakespeare had affected
her world-view: “One holds every phrase, every scene to the light as
one reads — for nature seems, very oddly, to have provided us with an
inner light by which to judge of the novelist’s [leader’s] integrity or
disintegrity.”?

Following this analogy, the thing about leaders is how they sense
the not-always-obvious connections between things, In the words of
the greal existentialist philosopher and author, Arthur Koestler, “the
leader uncovers, selects, reshuffles, combines and synthesizes.” The
leader responds creatively to his or her environment, “sorting the sig-
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nals from the noisc ... seeing the picture emerging from the mist” and
describes a dream [or the future in a way that inspires commitment,
restraint and action and which bounds anxiety and uncertainty. Good
leaders use their sense of future together with expert intuition and
interaction with people to keep things on track - giving meaning to
sctbacks and trivmphs alike.

Conclusion

@ To recapitulate our key points:

e Leaders transiate change into progress. Progress implies a clear idea

about what is to be improved — the leader’s cause. The cause must be
specific, verifiable, unique, and fit the organization and the leader
uniquely well.

e Leadership has a generic component. Leadership competcence is
fundamentally about who you are; your character. “Strong” char-

acler is not cnough. To be a leader, you must have an unusual and
paradoxical combination of self-worth and self-doubt, awareness of
sclf and of others, and the simultaneous ability to belong and to be
detached.

e Leaders must be able to deal with uncertainty, ambiguity, trade-olls,
and conflict. Leaders have androgynous minds, combining and al-
ternating between fernale and male archetypes.

» Leadership is fundamentally different from management. Manage-
ment means running things as efficiently as possible under exist-
ing policics and objectives. Leadership means changing direction
as conditions evolve, working out the right things o do and pet-
suading other pcople, usually against their indlinations, to change
course. Management is the “government” or executive; leadership
is the “opposition” or camipaign agitator. Yet leaders have to get re-
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sults tuo - through the power of persuasion rather than through the
power of hicrarchy.

& Although leaders have to take us into the future, they should es-
chew trying to plan or predict it, Leaders evolve their ideas as condi-
tivns change. Leaders are infinitely flexible and ofien inconsistent.
Yet lcaders still manage to convey a sense of where we are going,
even though they have litile more idea than the resi of us of how
the futurce will unfold. How do they manage this? Through vision
—a view of things that are invisiblc bul visceral, imaginary vet real,
influential though intangible,

» Leadership depends on the particular situation. Leaders need to be-
long and be accepted, as well as having the skills 1o work out where
to take a group. This means thal an excellent leader in one situation
or time may be hopeless in another. “Fit” is everything.

e Business leadership is different from other forms of leadership, be-
causc an enterprise has a different character and role in life than,
for ¢xample, an army or a government or a voluntary organization.
Creating wealth is a different vocation from creating other forms of
well-being. A business leader must be a specialist in money-making
as well as having good general “leadership” skills — otherwise he or
she will not be an ctfective leader,

In other words, businessleadership is tricky! It’s marvelous, but it's not
what people think it is. It's no wonder that great business leadership
s s0 rare. 1t's not so much that it is any more difficult than anything
else worthwhile, but that conventional views ol leadership are so far
from the truth.

In the next chapter, we review the controversies about leadership,
belore describing in the rest of the book the “anatomy of leaders” - a
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detailed review of the psychological make-up, qualitics, and bebavior
of business leaders.

Notes

1 James Gleik (1999} Faster, Random House, New York.

2 Virginia Woolf (1929) A Room of Onte’s Own, Hogarth Press, London.
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