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 ABSTRACT

This presentation paper provides background information about the Australian developed Open
Systems Theory concepts, processes and terminology and their use by a large Information Technol-
ogy and Telecommunications (IT&T) Company in its very successful implementation of genuine
self-managing teams. The resultant teams have led to high levels of employee commitment, which
in turn, has produced dramatic improvements in productivity and end to end customer service.

The paper provides a rationale for organisational turbulence and then spells out the two key pro-
cesses developed and pioneered by Fred Emery to help organisations cope in these uncertain times.

The concepts and processes discussed in this paper include:
• The contextual environment;
• Open Systems Theory or Thinking;
• The Search Conference;  and
• Participative Design.

The term ‘contextual environment’ refers to the extended social field – the field beyond an
organisation’s industry or task environment. It is this environment where there are currently dra-
matic and discontinuous shifts in social values and community expectations, and therefore the
choices people make.

‘Open System Theory’ (OST) maintains that people and their organisations must have an open and
actively adaptive relationship with the contextual environment over time to ensure viability.

The ‘Search Conference’ (SC) has been translated from OST and is the name of  the participative
strategic planning process developed by Fred Emery and Eric Trist in 1959 while working for the
Tavistock Institute in London. Since its development, Fred and Merrelyn Emery have conducted
further in depth action research to improve the effectiveness of the SC. Today it is a well proven and
reliable planning process for both organisations and communities operating in unpredictable con-
textual and task environments.

‘Participative Design’ (PD), also translated from OST, was developed by Fred Emery in 1971, soon
after returning to Australia and just having completed his pioneering sociotechnical design experi-
ments in Norway. While working in Norway Fred proved beyond doubt that traditional, bureau-
cratic organisations could be transformed into democratic, team-based entities that clearly out-
performed bureaucratic enterprises.  However, Fred’s initial experimental model, known today as
SocioTechnical Systems or the STS change process, is an expert driven change model which im-
poses new organisational designs on employees. As such, these designs are difficult to implement.

While undertaking STS analysis in Norway, Fred discovered that employees already knew what
was wrong socially and they knew how to fix many of the technical problems. All they needed was
a process that could help them get the best fit between the organisation’s social system and techni-
cal system to improve the economic system. This is the essence of Participative Design. It is a
highly participative (re)design process that enables all employees to develop a sociotechnical de-
sign that will improve an employee’s basic human needs of work and, in turn, business perfor-
mance.  The above terms are explained in more detail during our presentation and within our ac-
companying paper.



THE CHANGING ENVIRONMENT - WHAT’S REALLY CAUSING IT?

Before any sense can be made of the unpredictable change many individuals and organisations face
today, one really has to go back to the root causes of change.

To come to grips with what is causing unprecedented turbulence in our lives, a helpful exercise
would be to spend 15 minutes listing your answers to the following questions:

• In the world at large, what do you believe have been the novel or significant changes that have
occurred in the last five to seven years?

• What is the probable future of your industry or community? Where do you think it will be and
what will it be like in five to seven years time?

Whenever people attempt to answer these questions they find that change is not only a result of the
globalisation of economics and technology; they also discover a more profound reason. Unprec-
edented and radical change is fundamentally a result of the dramatic and discontinuous shifts in
social values and attitudes and therefore the choices people make.

Many organisations have distinct competencies in dealing with economic and technological issues,
but how do you manage, plan and structure a business or community when it is continually being
influenced and changed by radical and unpredictable shifts in social values? How can a business or
community expect to have some degree of certainty when so many people keep changing their
minds about so many different social issues? Just consider the many different and diverse attitudes
towards such things as:

• trust and respect of people in authority
• multi-culturalism
• the (knowledge and $) gap between the rich and poor
• job security
• company loyalty
• the nature of work
• economic rationalism
• education
• feminism
• the green movement
• political correctness
• family structures
• health and medicine
• individual rights
• litigation

and so on?  The list seems never ending.



THE CHANGING ENVIRONMENT - WHAT’S REALLY CAUSING IT?          (cont’d)

Further examples of changing social values and attitudes are regularly featured in the media. For
instance, David James, the Editor of ‘Managing’ in the Australian Business Review Weekly often
writes about people management issues. In a November 3, 1997 article on ‘The Need for Persua-
sion’ he writes about : -

“Persuasion is now required because the nature of management authority has fundamen-
tally altered. The increased speed of markets and a fundamental shift in the thinking of
employees, means managers must command authority without having to resort to orders….In
1890 parents in the United States were asked what quality they valued most in their chil-
dren. Three-quarters said “obedience”. In 1990, most parents valued “independence”.

This trend has been reflected in management. The generation that was brought up before
the Second World War used military-style management. The baby boomers generation was
in the middle: they did not like hierarchy, but they do like control – they’re just more sneaky
about it.

The newer generations of workers, however, neither respond to authority nor exhibit sus-
tained loyalty to organisations.”

How can any organisation expect to thrive, let alone survive, in this turbulent and uncertain social
environment where such diverse views exist with respect to authority and so many other social
factors?

This is a critical issue facing most managers at the moment, many of whom are struggling with
these new forces of changing attitudes and values.  They haven’t experienced an environment like
this before and find that what has worked in the past doesn’t seem to be working today.

A July 24th, 1997 Australian Financial Review survey titled ‘What Keeps Chief Executives Awake
at Night’ indicated that of the top 10 major concerns for CEOs, three directly involved issues to do
with PEOPLE.  They were:

• people issues - how to attract and retain top talent
• culture - using it to improve business
• customers - more fickle and harder to predict

And CEOs predict that customer fickleness and unpredictability will be much more significant in
years to come.



MECHANISM VERSUS CONTEXTUALISM

A new approach is needed if organisations and communities are going to prosper in today’s world.
People have to change the way they view the world, which for most of us (as a result of our educa-
tion) is from a mechanistic standpoint.  That is, if you do ‘A’ then you’ll get ‘B’ and if you do ‘B’
you’ll get ‘C’ and so on.

In an environment where people keep changing their minds dramatically and unpredictably, a mecha-
nistic, linear approach to dealing with change no longer suffices.  What is needed is a different way
to view the world and corresponding approaches to deal with unprecedented change.

The prophetic work undertaken by Fred Emery and Eric Trist in the 1960’s at London’s Tavistock
Institute has provided much of the necessary knowledge and understanding required by organisations
to move beyond mechanistic thinking.  They described a concept they called the “contextual envi-
ronment” or the “extended social field” which surrounds a system and influences its operation.

It is this environment that has become highly unstable and unpredictable. And as a result  tradi-
tional, mechanistic approaches once used to effectively grow and sustain an organisation, are rap-
idly out-living their usefulness.

To plan and operate in a dramatically changing extended social environment, Emery and Trist
demonstrated that people require a world hypothesis of contextualism.  People must consider the
context and avoid expecting each other and the world to behave like machines.

Those who think from a contextual standpoint know that an organisation does not operate in isola-
tion, but in context with its social environment.  They understand that organisations (and the people
who work within them) are open systems which have known and evolving social relationships with
the extended social environment.

Contextualism works like this:

(i) we learn from the extended social environment which changes the system;  and
(ii) the system plans and when these plans are enacted, the extended social environment is
consequently changed.

From the start of the Industrial Revolution (circa 1790) until the mid-1950’s, organisations did not
need to consider the extended social environment.  During this period social values were stable
because values in society were widely shared.  For example, most people respected and trusted
authority because they thought that those in power would protect them.

However, after World War II and the threat of a thermo-nuclear World War III, attitudes and values
started to change.  You only have to revisit the 1960’s in Western Society to see evidence of this,
particularly the dramatic value shift where the youth of the day refused to be treated like cogs in a
machine.  For example, Vietnam War protests, backlash against all forms of bureaucratic struc-
tures, changes in traditional family structures and so on.



MECHANISM VS CONTEXTUALISM             (cont’d)

As television spread across the globe, so too did its impact of shaping values and expectations. In
fact, TV is widely credited with the rise in discontent in East Germany that finally led to the fall of
the Berlin Wall.

Prior to the mid-1950’s when social values were stable, a competitive reactive environment evolved
as the Industrial Revolution gathered pace and became a global phenomenon.  We began to see two
or more large organisations in the same industry competing for the same set of finite resources and
customers.  The focus for organisational survival was to win the greatest share of resources and
customers.

The processes developed for strategic planning were founded on problem solving (i.e. a known end
point or scenario) for a win-lose game;  and to support these plans organisational structures were
designed as authoritarian hierarchies of dominance with a concentration of power at the top.

The dominant hierarchies of authority were established to make a system foolproof.  Poorly edu-
cated or illiterate workers were perceived to be too unreliable and irresponsible to maintain a fool-
proof system.  To stop things ‘falling through the cracks’ a more ‘responsible’ person (the supervi-
sor) had to be put in charge of the workers.  This hierarchy of authority, which is still the most
common type of organisational structure today, is often known as the bureaucratic structure.  The
two key features of bureaucratic structures are:

• the control and co-ordination of work is at least one level above where the work is being done;
and

• It is a redundancy of parts model (i.e. there are more parts (people) in the system at any one time
than one actually needed in order to have flexibility).

This has the effect of treating employees like replaceable parts of a machine;  a value not widely
shared by today’s more informed community.

Many organisations persist in using approaches to management, planning, and organisational struc-
ture that were developed and designed when the world had a stable extended social environment.
There is still too much evidence that organisational planning is only taking into account the techni-
cal and economic changes, and employees are still suffering from dissociation as a consequence of
poor management practices and having to work in out-of-date organisational structures.

Why has industry and the community been slow to respond to changes in the extended social envi-
ronment?  From anecdotal evidence it appears that people don’t know of alternative approaches
and this is an indictment of our educational institutions.  Another key factor is that too often the
mind-sets and behaviours of those responsible for the health and direction of an organisation can be
completely at odds with the rules of the game set by the new turbulent environment.



MECHANISM VS CONTEXTUALISM             (cont’d)

On 14 September, 1997 The Age - a Melbourne broadsheet newspaper, featured an article titled
“Tough Times for CEOs”.  It highlighted the fact that a significant number of CEOs are failing to
meet the challenges of successfully managing today’s complex organisations.

“The conditions now being experienced are alien to this generation of senior executives.
From BHP down, the big industrialists and resource organisations are struggling to come to
grips with the environment.”

From anecdotal evidence again there appears to be a resistance to recognise that these conditions
are new and therefore, a reluctance to change.

The following diagram illustrates a traditional organisation in relation to its industry environment
and explains one of the reasons why some senior managers are finding it difficult to cope in today’s
changing environment.  They tend to see the world from a mechanistic standpoint, assume the
extended social field is stable or irrelevant, and behave as though their organisation is a closed
system.

The Relationship Between the Traditional Organisation
and Its Industry and Social Environment

Assumes Extended Social Envi-
ronment is stable

        Industry Environment

               LEARN

           PLAN
Traditional

  Learns from the Industry            Organisation                      Plans to out-manoeuvre
  Environment about how to           (perceived as a                        competitors
  compete for finite resources           closed system)
  and customers

The Traditional Organisation is perceived as a closed system or machine-like with respect to the
extended social environment because it does not consider any relevant relationships exist between
the system and the extended social environment.  The only external factors of importance are of a
technical and economic nature within the industry environment and how these can be used to gen-
erate profitable growth from a set of finite resources and customers.



MECHANISM VS CONTEXTUALISM             (cont’d)

To view a system only in relation to its industry environment and assume that the social environ-
ment is stable or is irrelevant is to fail to recognise that we can no longer think in just mechanical or
linear terms.

By adopting new technology for instance, a company can become more efficient (i.e., do ‘A’ and
get ‘B’), which makes sense if the company knows that customers will continue purchasing its
product (i.e. assume a known end point).  However, today social values can change quickly (or
slowly) and peoples’ buying habits change accordingly - regardless of the efficiencies provided by
the latest industrial innovations.

For example, in the 1980’s brewing companies built highly efficient mass production factories to
meet expected demand in beer consumption.  However, due to social pressures from road accident
trauma groups, health organisations, police breathalysers and many other social factors, beer con-
sumption is now on the decline.  The industry’s planning did not take into consideration the context
of these changes in social values.

Ironically however, red wine consumption over the same period has increased.  So the social factors
reducing beer consumption haven’t had the same impact on red wine consumption. Why? Only by
analysing changes (particularly any embryonic changes) in the extended social environment will
reasons be found.  Ignoring these changes, however, can have dire planning and investment conse-
quences.

To cope with uncertainty, mechanistic thinking organisations are now focusing on becoming leaner,
agile, flexible, right-sized ... more quickly than their competitors.

These organisations typically react to change like a dog chasing its tail.  The system seems out of
control;  individual and department goals are not aligned to the goals of the organisation and em-
ployees don’t seem to care.  The only form of adaptation to social change that is taking place is
passive or reactive.

It is difficult enough today to compete in an open economy that has increasing global trading con-
ditions without having to ‘carry the extra baggage’ of inadequate planning processes and a non-
committed workforce.

To survive and thrive in today’s unpredictable environment, organisations need to become actively
adaptive.  Engrained within their strategic futures they need to have plans and structures that align
and realign the organisation’s values with those of the extended social environment.  They need to
understand that not only does the environment change their organisation, but they themselves can
also influence the environment.



MECHANISM VS CONTEXTUALISM             (cont’d)

The following diagram shows a system and its environment that has an active adaptive relationship.

An Active Adaptive Relationship Between A System and Its Environment

Dramatic and Discontinuous Shifts in the Extended Social Environment
are Causing Unprecedented Turbulence for Industry Environments and Systems

Extended Social Field Environment
We learn from
the Environment;
it changes the System             Industry Environment

               The System
    has a history
    a character, The System plans,
    a distinctive which changes the
    competence Environment

The focus for organisations today should be on how to change to become actively adaptive, not by
continuing to adapt (in a reactive sense) to change.  Progressive organisations are establishing
these active adaptive relationships with their extended social environment.  They understand that
the social relationships between the system and the environment are two-way: the environment can
impact on the system, but the system can also change the environment. Only then, according to
Fred Emery’s research, will a semblance of stability and certainty return to organisations and soci-
eties.

A recent example of how an organisation established an active adaptive relationship with its envi-
ronment involved a rural hospital and its surrounding community.  The new CEO decided that the
old approach of senior management planning “behind closed doors” did not engage the community
in the future direction of the hospital.  The organisation was only communicating with those resi-
dents who had an active interest in the community – the rest were not involved and knew very little
about locally available health services.

The CEO opened up the planning process to involve many key players from both the hospital and
the community.  The participative approach used for strategic planning was a Search Conference
(see below) and resulted in more people being able to, and wanting to, plan their own futures for the
benefit of their community.



MECHANISM VS CONTEXTUALISM             (cont’d)

Scanning of the environment during this particular Search Conference highlighted the fact that
many residents wanted treatment in their own community and homes.  The planning group took this
on board and built it into their strategic plans.  A resultant specific benefit for local residents in-
volved the hospital providing technology and training the staff to treat people in their own homes.
This action, in turn, provided significant financial gains for the hospital because it reduced overheads
and patient ‘leakage’ to other districts.

Syncrude, a very successful Canadian oil company, also provides several examples of how an ac-
tive adaptive relationship is established with an environment.  From its local community in the
outback of Alberta to the highest levels within the Canadian Government, Syncrude senior man-
agement are constantly influencing and monitoring the extended social environment for the benefit
of the business, employees, the community and shareholders.

In fact, Syncrude senior management are being paid for what senior management should be doing
– that is, looking after the long term health and direction of the organisation from an open systems,
contextual standpoint that includes scanning and monitoring both the industry and the extended
social environments.

ESTABLISHING ACTIVE ADAPTIVE ORGANISATIONS

To establish active adaptive relationships,  contextual thinking organisations are changing the way
they manage, plan and structure themselves.

Planning in a turbulent social field requires that all key players within an organisation are commit-
ted to its future direction.  To generate this commitment, strategic planning must become much
more participative;  not just owned by an elite few.

Such planning must also involve thorough scanning, analysis and synthesis of the extended social
environment if an organisation expects to maintain its customer relevance and loyalty. This ap-
proach must be adopted if an organisation expects to identify any opportunities from the fickle and
unpredictable 1990’s customer.

Undertaking a “puzzle solving” approach to planning is critical to this analysis (i.e. an end point is
unknown and must be established/re-established).  When it is assumed that the end point is known
then strategic thinking shifts to the means and familiar problem solving approaches of using mecha-
nistic models designed for an ‘ideal’ world, which are then superimposed on the real world.  Work-
ing from an ideal reductionist perspective is fraught with danger.  It assumes that people are not
changing their minds, resulting in future goal attainment becoming a ‘hit and miss’ affair.

Planning in a turbulent social environment is akin to trying to put a jigsaw puzzle together when
you are not sure what the final picture looks like.  You have to keep working with the pieces until
they come together.  If a piece doesn’t fit, then try another one.  However, once you have the picture
and you know where you want to go, people can change their minds - so a completely new picture
or desirable future has to be developed.



ESTABLISHING ACTIVE ADAPTIVE ORGANISATIONS (cont’d)

Puzzle solving is achieved by bringing together all those people, who carry in their heads pieces of
the strategic puzzle of the organisation and its environment, to scan and analyse the extended social
environment.  If a piece is missing, the solution can be inadequate or implementation of the plan
difficult.

The Search Conference

A proven planning methodology that creates active adaptive relationships is the Search Confer-
ence.  The Search Conference is a well-established and highly reliable method for participative
strategic planning.  It has the power to produce learning, planning communities committed to their
own futures.  By participating in a Search Conference, people are not only committed to making
their own futures - they also learn about the Search Conference process itself, enabling them to
continue to adaptively change.

As an intensive, participative event the Search Conference:

• provides a strategic framework within which other improvement strategies such as
benchmarking, value adding partnerships, etc., can be integrated and aligned with the
organisation’s overall strategic objectives;

• explores changing market conditions so that the strategic plan developed reflects, and is
responsive to, the changing environment;  and

• allows the organisation to plan its future as a collective, as well as defining each player’s
role in that future.

Although the Search Conference creates understanding of how the environment and system fit
together for the most desirable future, it is insufficient on its own to maintain active adaptation in
the long term.  To do this the organisation must change its fundamental structure or design prin-
ciples.

Progressive organisations understand that the old mechanistic structure of tight supervision of ‘mind-
less workers’ is out of step with the social values of today.  They also recognise that it is not only
customers and suppliers who make up the extended social environment, but employees and their
families as well.  They know that employee values of say, expecting to have greater participation in
the control and co-ordination of their work or desiring to have input into the future direction of their
organisation, are just as important as understanding customer attitudes towards their products.

To establish sustainable active adaptive relationships, organisations like Syncrude, Hewlett Packard
and the Telstra Corporation are not only undertaking participative strategic planning - they are also
changing their work design principles.  They are moving from a bureaucratic design principle that
creates a misalignment of values between an organisation and its environment, to a democratic one
that has an alignment of values that results in an organisation’s ability to actively adapt and respond
to a changing market place.



ESTABLISHING ACTIVE ADAPTIVE ORGANISATIONS (cont’d)

As mentioned previously, it was during the industrial revolution that organisations became hierar-
chies of perceived superiority in order to survive in a competitive reactive environment. Over some
150 years this has become the accepted organisational structure.

Today, however, such bureaucratic structures ensure value misalignment.  In the extended social
environment people experience decision making, learning opportunities, meaningful work, and
have support and respect from friends in the community.  But when they come to work they are
treated like disposable parts of a machine and often thought of as irresponsible adults.

At the lowest authority level of the organisation, decision making and learning opportunities, etc.,
are not the prerogatives of workers.  These are for more ‘responsible’ supervisors and managers.  In
fact, the bureaucratic structure takes away an employee’s ability to be fully responsible and often
results in behaviour that is irrational and irresponsible.  A quick review of reasons for industrial
disputes is ample evidence of so-called irrational behaviour!

The bureaucratic structure is not an organisational structure for today’s more informed and ques-
tioning workforce.  It is a social artefact that is rapidly outliving its usefulness.

To be viable and have a healthy future in today’s turbulent and uncertain environment, organisations
have to adopt new approaches to organisational design.  They need to establish team-based
organisational structures designed for adaptability and responsiveness that can deliver world class
performance results.

Every time strategy changes, organisational structures need to change. Traditional bureaucratic
structures with their many levels of authority and functionality, are far too rigid and slow to adapt to
the fast changing external environment and are not responsive enough to meet the day to day needs
of customers.

Adaptive, responsive organisations are designed to:

• produce employees who are more responsible and accountable;
• continuously create capabilities that lead to customer value;
• empower employees to respond to markets;
• reduce the time from concept to execution;
• quickly mobilise employees to form new cross functional structures when emerging oppor-

tunities arise;  and
• have ‘centres of excellence’ that act as a resource to cross-functional self-managing teams.

Key features of adaptive, responsive organisations include:

• self-managing work teams as the basic work unit;
• measurable team goals that are monitored, negotiated and re-negotiated;
• high levels of training and development;  and
• rewarding employees, not for ‘doing their job’, but for having the business skills to achieve

agreed goals.



ESTABLISHING ACTIVE ADAPTIVE ORGANISATIONS (cont’d)

Participative Design

To become an active adaptive and responsive organisation requires changing organisational design
principles.  Underpinning a change in design principle is a powerful motivational factor of aligning
the values and expectations that exist in the wider community with the values and expectations in
the organisation.

This means moving from a bureaucratic design principle to one that is democratic or team-based
and results in bringing to the fore intrinsic employee motivational criteria enabling an organisation
to actively adapt and respond quickly to change.

These proven motivational criteria include:

• decision making;
• learning on the job;
• variety;
• mutual support and respect;
• meaningful work;  and
• desirable future.

Many struggling organisations today are still designed according to Design Principle 1 (DP1) - i.e.,
the bureaucratic structure, a structure that:

• builds redundancy into an organisation by adding extra parts/people in order for it to have
flexibility;

• locates responsibility for control and co-ordination at least one level above where the work
is done;

• fosters internal competition, not co-operation;
• is a de-skilling model;
• discourages communication, leading to high levels of error, lack of feedback and co-ordina-

tion, and ultimately task failure with low levels of productivity and quality;  and
• results in low motivational criteria scores.

Diagrammatically, the bureaucratic structure (or Design Principle 1) is as follows:



ESTABLISHING ACTIVE ADAPTIVE ORGANISATIONS (cont’d)

Design Principle 1 (DP1)

Responsibility for
     Control and
    Coordination

S2

S1 S1

A B C D
Workers
(Doers)

Tasks/
Functions

GOALS
X Y Z W

REDUNDANCY OF PARTS

(Source - Participative Design : Work and Community Life, Fred & Merrelyn Emery), 1993

Supervisors
(Thinkers)

At the operational level of a DP1 structure, poor communication directly affects organisational
goals.  Employees’ ecological learning about their organisation and the extended social environ-
ment (tacit knowledge) is not tapped by the organisation and they have virtually no input into what
those goals should be or how they could best be achieved.

The DP1 structure does not allow people to have optimal levels of decision making, learning or
variety in their work.  Nor does it produce meaningful work, support and respect, or opportunities
to personally develop.

Design Principle 2 (DP2)

Many organisations are now democratising their workplaces.  They are establishing democratic or
Design Principle 2 structures.  These are genuine team-based structures, not pseudo teams with
management-appointed team leaders.

The basic building block of a DP2 structure is outlined in the following diagram:



ESTABLISHING ACTIVE ADAPTIVE ORGANISATIONS (cont’d)

REDUNDANCY OF FUNCTIONS
Responsibility for
     Control and
    Coordination

ABCD

XYZW
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(Source - Participative Design : Work and Community Life, Fred & Merrelyn Emery), 1993
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A DP2 organisation provides a second way of building redundancy into an organisation so it can be
flexible and adaptive.  It does this by adding redundant functions and skills to each individual.

The basic building block of a DP2 structure is a group taking responsibility for its own co-ordina-
tion and control - the self-managing team.  Whereas DP1 is a bureaucratic organisation with a
master-servant relationship, DP2 is a democratic organisation with a relationship of co-operation
and interdependence.  Control and co-ordination (the two dimensions of human organisation) of
the tasks X, Y, Z and W are located with the people A, B, C and D.

The goals of the section’s overall performance are now the responsibility of A, B, C & D.     A, B,
C and D determine the best mix of multi-skilling (i.e., X, XY, XYZ, etc.) to efficiently and effec-
tively attain the team’s goals.  Once the team has accepted the responsibility for control and co-
ordination of their work and attainment of their goals, it will want to become more productive by:

• communicating quickly and accurately about work co-ordination needs, skill needs, etc., and
• allocating tasks/rewards/punishment to control the contribution of its members.

Transforming an organisation from DP1 to DP2 changes the nature of hierarchy.  In a DP1 organisation
there is a hierarchy of authority, while a DP2 organisation has a non-dominant hierarchy of func-
tion.  For medium to large DP2 organisations the flat functional hierarchy involves strategic, re-
source and operational functions.



ESTABLISHING ACTIVE ADAPTIVE ORGANISATIONS (cont’d)

As DP2 becomes the structural norm, a workplace culture of teamwork and co-operation emerges.
Self-managing teams within the organisation build strong links with each other, are interdependent
and have aligned goals.  When environmental changes cause strategic goals to change, team goals
can be quickly re-negotiated and re-aligned.

By paying scant regard to current social values and the basic human needs from work, DP1
organisations are actually sub-optimal in performance.  Underpinning DP2 structures, on the other
hand, is the building in of human needs at work, to maximise the social and technical dimensions of
an organisation, and improve economic performance.

By empowering employees to control and co-ordinate their work, there is alignment of the empow-
erment that people now value in their communities.  This extremely powerful motivational factor
generates high levels of employee commitment to improve productivity and quality.

Another benefit of employee empowerment is that people have their social needs of belonging and
a sense of community met by the work itself.  As such, they need not seek alternative de facto (and
often adversarial) structures such as cliques, factions or a management versus workers scenario.
Once employees own the process and are responsible for the outcomes, the organisation benefits
significantly.

The results are there.  For those organisations having established a genuine DP2 structure there
have been significant productivity improvements. For example, Don de Guerre, Syncrude’s
Organisational Effectiveness manager,  recently told an audience at an A.I.M. Conference in
Melbourne how self-managing teams had directly contributed to a 187% increase in Return on
Capital Employed from 1992 to 1997.  In the Australian Financial Review (July 18, 1996), Bob
Baxter, General Manager of Southcorp’s  Karadoc Winery contributes an ongoing annual increase
in productivity of more than 7% to self-managing teams.  The Telstra paper accompanying this
paper highlights the extraordinary results attained by their recently established Internet based self-
managing teams.

CHANGING DESIGN PRINCIPLES

To change from DP1 to DP2 requires a process that, like the Search Conference, has been translated
from open systems thinking.

In 1971 Fred Emery developed and pioneered the Participative Design process for changing
organisational design principles.  It is the most effective and efficient process known today for
creating DP2 structures in which members have a shared responsibility for attaining agreed out-
comes.  It is a coherent strategy whereby employees and managers within an organisation are given
the concepts and tools to redesign their workplace using democratic principles.

By pooling employee knowledge and initiatives for change, they themselves can redesign their
workplace.  The benefits of establishing DP2 structures by applying the Participative Design pro-
cess are translated to the bottom line in a relatively short space of time.



THE CHOICE FOR ORGANISATIONS

Organisations now have a clear choice of how to structure themselves.  They can continue to ignore
change in the extended social environment, or assume it is irrelevant, and go down the path of using
recycled mechanistic approaches such as Business Process Re-engineering or Total Quality Man-
agement to improve competitiveness.  In other words, they can continue to try and do the same
things better.  However, there is little evidence that this approach generates sustainable, healthy
organisations.

An article by Arie de Geus titled ‘The Living Company’ appeared in the March-April 1997 issue of
Harvard Business Review and provides depressing statistics on how most commercial corporations
are under-achievers:

“They exist at an early stage of evolution; they develop and exploit only a small fraction of their
potential.  Consider their high mortality rate.  By 1983, one-third of the 1970 Fortune 500 compa-
nies had been acquired or broken into pieces, or had merged with other companies.

Mounting evidence suggests that corporations fail because their policies and practices are based
too heavily on the thinking and language of economics.  Put it another way, companies die because
their managers focus exclusively on producing goods and services and forget that the organisation
is a community of human beings that is in business - any business - to say alive.  Managers concern
themselves with land, labor and capital, and overlook the fact that labor means real people.”

The other option is to understand that we have an environment where radical shifts in social values
are causing much of our uncertainty and adopt an approach to planning and structuring that enables
an organisation to actively adapt to change.

The only known planning process specifically developed to produce active adaptive strategic plan-
ning is the Search Conference - and the only known organisational structure that can produce sig-
nificant and sustainable performance improvements in a turbulent social field is Design Principle 2.
The choice is yours.

* * * * * * * * * * * * * * * * *

This paper was written in May 1999 by Peter Aughton, Director and Principal Consultant of the
AMERIN Consulting Group Pty Ltd. (PH: 613 9820 9122 / email Error! Bookmark not defined. )
and Neville Brien, Virtual Company Project Manager, Telstra Corporation Australia.

For further readings in this area, refer to:

1. The SEARCH CONFERENCE,  Merrelyn Emery and Ronald E Purser, 1996. Published by Jossey-Bass
(ISBN0-7879-0192-X)

2. Participative Design for Participative Democracy, Edited by Merrelyn Emery,1993. Centre for Con-
tinuing Education, Australian National University (ISBN073151484X)
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