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| Systems Thinking

The Missing Link in
Management Education?

Systems thinking approaches have not been as prominent as
they deserve to be in most senior-level executive development
programs, but it is high time that both companies and
educational institutions took them seriously; otherwise they
may be missing a very important trick.

ffective executive develop-
E ment is a process that cannot

be left to chance; if conducted
well, it is a crucial aspect of building
sustainable competitive advantage.
Every year corporations make large
investments in executive education
programs to propel their promising
managers to become effective strate-
gic leaders. When high levels of
customization are involved, a grow-
ing trend, the procurement process
can take several months and go
through multiple iterations of pro-
gressive refinement. Yet, the
pedagogic methods used for execu-
tive development often contain less
than an ideal mix between relevance
and rigor, and the outcomes are
sometimes less promising than ex-
pected.

The dominant traditional means
of developing people in certain
functional areas of management,
the “management science” ap-
proach involving such domains as
operational research, financial
analysis and optimization studies,
is highly rigorous and indeed “sci-
entific”, but is more suitable for
narrow, circumscribed problems
with tightly defined parameters;
not the messy, unstructured prob-

the dominant method employed in
senior executive development pro-
grams. It is useful and effective in
fostering debate on vexing strategic
issues in a holistic and integrative
manner, but unless robust systems
thinking is involved, it can be
weaker in eliciting understanding
of complex interrelationships
among interacting issues and illus-
trating how one part of the system
can affect others.

Somewhere between manage-
ment science and the case study

method lie strategic thinking
frameworks such as scenario plan-
ning and industry analysis, often
used in the context of the case
study method or in their own right
when applied to participants’ own
company challenges. They are not
as strictly defined as management
science, and not as integrative as
the case study method, but can ef-
fectively direct attention in a struc-
tured manner to important strategic
issues such as “what are the key
trends in our environment?”;
“which trends are most crucial to
our business and most likely to fol-
low the trajectory we think they
will?”; and “what should we, there-
fore, do to win in markets of the fu-
ture?” What such frameworks lack,
however, is an ability to elicit and
define complex interrelationships
in a manner that is both integrative
as well as robust. Exhibit I posi-
tions these various learning meth-
odologies with regard to their inte-
grative capacity and level of struc-
ture and precision.

Systems thinking is an analytical
mindset concerned with interrelation-
ships, virtuous and vicious circles, posi-
tive and negative feedback, and whole
systems rather than isolated parts. Even
though not quite as “scientific” as man-
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Exhibit 11
Systemic Metaphorical Structure Representing Relationship
between a Bank and its Clients

among elements of the organization
and its environment in a systemic
fashion®. Exhibit Il shows an example

of such a design portraying managers’
understanding of the relationship of
their bank to its clients. The orange
circle represents the client's domain
and needs, and the white and red
circle the bank’s domain, where the
bank is represented as a complicated
machine. The intersection is where
the bank and client meet, and their
heads are shown as connected to rep-
resent the importance of understand-
ing the client’s needs and matching
these with the bank’s offerings. This
construction is in effect a complex,
metaphorical systemic structure por-
traying interrelated elements that to-
gether represent managers’ under-
standing of a specific issue, in this
case their organization’s relationship

Source: Jacobs & Heracleous, 2006

with its clients2.

agement science, as science is tradition-
ally understood in a positivist sensg, it is
able to address causal interrelationships
in a more structured manner and to a
higher degree than both case studies
and most strategic thinking tools. It is a
mode of thinking where the map at-
tempts to be consistent with the com-
plexity of the territory when vexed stra-
tegic issues are involved. Systems think-
ing lends itself to a variety of specific
learning methods.

One example is projective psycho-
logical techniques involving drawing,
sculpture or toy construction materi-
als, where managers build representa-
tions of their organization and its envi-
ronment and then interpret and de-
bate what they have built through
guided facilitation. The resulting con-
structions are complex systemic struc-
tures, tangible cognitive maps that dis-
play complex interrelationships

L See, e.g. Heracleous, L. & Jacobs, C. 2005. The
sFiashsresd [j@ﬂlT Sloan Manage-
ment Review, Fall: 19-20; Jacobs, C. and
Heracleous, L. 2007. Strategizing through play-
ful design. Journal of Business Strategy, 28 (4):
75-80.

2 Jacobs C. and Heracleous L. 2006. Constructing
shared understanding - the role of embodied
metaphors in organization development. Jour-
nal of Applied Behavioral Science, 24 (2): 207-
226.
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Activity Systems Map

Exhibit 111

of Singapore Airlines

Mote: Fit, Colievence, (Flrrnrrm

virtnous eireles,

vetere

sustainuhility
-"__|Ir\\11|- T.u'im-ri/
Thigh j
|'I'ﬂ|l|§hl|ll9 ."-\_ -
e

Cunaped [Live
imluTligen-e. S
nights, In-Mighl
...... ton, e
leedliach

Tevilbadk

KL
- i i
: THeckamizm: servive dosipn
il

lemchmarking liN-‘_“-’_.-—-_._F’“’I -H_-F:---\_

ngninst '\
Densauallug:
cuslnmers

b lu edass

velaredd reward

Tarammed paafie
clinsciruymess

SIA Termanal

s lres, S1A

Fu=iumering,
L

Tam
lumee pl

Srratoesic
SVOErTies

LLISL sin
ilewalapinent

Aounped e,
bz A 1,
1 i rp-rdatal
Tictur:
e

Trherelaming e |y 514 Teaioloar

{rnler

Simpanare il

Source: Heracleous Wirtz and Pangarkar, 2006

Another systemic approach in-
volves constructing “activity sys-
tems maps” that can be usefully
employed to understand key in-
teractions in domains ranging
from the broad corporate level
down to the more circumscribed
group level. We have recently
conducted research to answer the
simple question of how a com-
pany in a hyper-competitive in-
dustry, such as Singapore Air-
lines, can have sustainable com-
petitive advantage, outperforming
its industry year after year for de-
cades. The question is simple, but
the answer is complex, and we
found that part of the answer can
be effectively represented through
a vehicle that embraces complex-
ity and multiple interrelations, an
activity systems map3. The map
suggests that the core competence
of the airline is a combination
that most companies find difficult
to achieve, service excellence in a

3 Heracleous L, Wirtz J and Pangarkar N, 2006.
Flying high in a competitive industry: Cost effec-
tive service excellence at Singapore Airlines,
McGraw-Hill.

cost-effective manner; and that
this is supported by five “pillars”,
key processes that are themselves
supported and operationalized by
several other sub-processes and
relationships.

Exhibit Il effectively concen-
trates at the level of strategy imple-
mentation, and reinforces the view
that business-level strategy is real-
ized at the organizational level, in-
volving such issues as human re-
source development, service de-
velopment and refinement pro-
cesses, as well as organizational
culture and design. In our experi-
ence senior executives find sys-
tems-oriented development ap-
proaches exciting and engaging.
The activity of building represen-
tations of one’s organization and
environment with tangible build-
ing materials, or of trying to de-
velop detailed activity systems
maps are not only involving, rel-
evant but also enlightening under-
takings, helping to both surface
managerial assumptions about key
elements and interrelationships,
as well as lead to productive de-
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bate about strategic issues. Sys-
tems thinking approaches have not
been as prominent as they deserve
to be in most senior-level execu-
tive development programs, but it
is high time that both companies
and educational institutions took
them seriously; otherwise they
may be missing a very important
trick. =
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