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Types of Elites

We shall, for the sake of convenience, refer here to the formal leaders and
Ticers on the lower organizational level simply as “organizational elites.” The
formal leaders constitute a nonorganizational elite, since their power is not
srived from the organization, -

The difference among the three types of elites becomes evident in uninsti-
tionalized change or crisis situations. Only leaders—formal or informal—suc-
ed in maintaining compliance in such situations, when compliance beyond the
undaries of the bureaucratic “zone of indifference” is required. Informal lead-
s have only personal power to rely on; hence their power tends to be less stable
d their influence less institutionalized than that of officers or formal leaders.
1erefore, it is difficult to rely on informal leaders for contro! of routine and con-
wous performance, or in any situations in which personal, particularistic bonds
e constantly undermined—for example, in a military replacement system with
gh tumover. In such situations officers are most effective.

Position Power

Personal
Power + -
+ Formal Informal

Leaders Leaders

- Officars Non-Elite
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Who Gets Power—and How They Hold on to It

Gerald R. Salancik and Jeffrey Pfeffer

Power is held by many people to be a dirty word or, as Warren Bennis has said,
“Tt is the organization’s last dirty secret.”

This article will argue that traditional “political” power, far from being a
dirty business, is, in its most naked form, one of the few mechanisms available
for aligning an organization with its own reality. However, institutionalized
forms of power—what we prefer to call the cleaner forms of power: authority,
legitimization, centralized control, regulations, and the more modern “manage-
ment information systems™—tend to buffer the organization from reality and
obscure the demands of its environment. Most great states and institutions
declined, not because they played politics, but because they failed to accommeo-
date to the political realities they faced. Political processes, rather than being
mechanisms for unfair and unjust allocations and appointments, tend toward the
realistic resolution of conflicts among interests. And power, while it eludes defi-
nition, is easy enough to recognize by its consequences—the ability of those who
possess power to bring about the cutcomes they desire.

The mode! of power we advance is an elaboration of what has been called
strategic-contingency theery, a view that sees power as something that accrues to
organizational subunits (individuals, departments) that cope with critical orpaniza-
tionat problems. Power is used by subunits, indeed, used by all who have it, to
enhance their own survival through control of scarce critical resources, through the
placement of allies m key positions, and through the definition of organizational
problems and policies. Because of the processes by which power develops and is

-used, organizations become both more aligned and more misaligned with their envi-

ronments. This contradiction is the most interesting aspect of organizational power,
and one that makes administration one of the most precarious of occupations.

Reprinted from Organizational Dynamics, Winter 1977, by Gerald Salancik and Jeffrey Pfeffer.
Copyright 1977 by Elsevier Science and Technology Journals. Reproduced with permission of Else-
vier Science and Technology Journals in the format other book via Copyright Clearance Center.
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Competing for the Future

Gary Hamel and C. K. Prahalad

Look around your company. Look at the high-profile initiatives ﬂ}at l-lave recently
been launched, the issues preoccupying senior management, the criteria and ben'ch-
marks by which progress is measured, your track record of new-b}x.smess creation.
Look into the faces of your colleagues, and consider their ambitions and fear's.
Look toward the future, and ponder your company’s ability to shape that future in
the years and decades to come.

Now ask yourself: Do senior managers in my company have a clear and
shared understanding of how the industry may be different ten years from now? Is
my company’s point of view about the future unique among competitors?

These are not rhetorical questions. Get a pencil and score your company.

How does senior management’s point of view about the future
compare with that of your competitors?

Conventional and reactive .. ............. Distinctive and farsighted
Which business issue absorbs more senior-management attention?
Reengineering core processes .......... Regenerating core strategies
How do competitors view your company?

Mostlyasarulefollower .. ......... ... ... Mostly as a rule maker
What is your company’s strength?

Operational efficiency .................... Innovation and growth
What is the focus of your company’s advantage-building efforts?
Mostly catchingup. . .................. Mostly getting out in front
What has set your transformation agenda?

Qurcompetitors ... ....... ... ... ... ... ... .. Our foresight

Reprinted with permission of Harvard Business Review (July~August 1994}. Copyright © 1994
by Harvard Business Publishing Corporation. All rights reserved.
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6 Competing for the Future

Do you spend the bulk of your time as a maintenance engineer pre-

serving the status quo or as an architect designing the future?

Mostly as anengineer ............. ... ... Mostly as an architect

If your scores fall somewhere in the middle or off to the left, your comp
may be devoting too much energy to preserving the past and not enough to crea
the future,

When we talk to senior managers about cotnpeting for the future, we
them three questions. First, what percentage of your time is spent on external ra
than internal issues—on understanding, for example, the implications of a part.
lar new technology instead of debating corporate overhead allocations? Second
this time spent looking outward, how much do you spend considering how
world may change in five or ten years rather than worrying about winning the r
big contract or responding to a competitor’s pricing move? Third, of the t
devoted to looking outward and forward, how much do you spend working v
colleagues to build a deeply shared, well-tested perspective on the future
opposed to a personal and idiosyncratic view?

The answers to these questions typically conform to what we call the “40/
20 Rule.” In our expetience, about 40% of a senior executive’s tite is devote¢
looking outward and, of this time, about 30% is spent peering three, four, five,
more years into the future. Of that time spent looking forward, no more than 20%
devoted to building a collective view of the future (the other 80% is spent consid
ing the future of the manager’s particular business). Thus, on average, senior m:
agers devote less than 3% (40% x 30% x 20%) of their time to building a corpor.
perspective on the future. In some companies, the figure is less than 1%. Our £X]
rience suggests that to develop a distinctive point of view about the future, sen
managers must be willing to devote considerably more of their time. And after
initial burst of energy that they must expend to develop a distinct view of the fiaty
managers must be willing to adjust that perspective as the future unfolds.

Such commitment as well as substantial and sustained intellectual energy
required to answer such questions as: What new core competencies will we need
build? What new product concepts should we pioneer? What alliances will we ne

to form? What nascent development programs should we protect? What long-te;
regulatory initiatives should we pursue?

We believe such questions have received far too little attention in many cot
panies, not because senior managers are lazy—most are working harder th
ever—but because they won’t admit, to themselves or to their employees, that th
are less than fully in control of their companies’ future. Difficult questions go una
swered because they challenge the assumption that top management really is
control, really does have more accurate foresight than anyone else in the corpor
tion, and already has a clear and compelling view of the company’s future, Seni
managers are often unwilling to confront these illusions. S the urgent drives ¢
the important; the future is left largely unexplored; and the capacity to act. rath
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