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Organizations can sustain their competitive advantage by operaling in mul-
tiple modes simultancously-—managing for short-term efficiency by empha-
sizing stability and control, and for long-term innovation by taking risks
and learning by doing. Organizations that operate this way mav be thought
of as ambidextrous—hosting multiple, internally inconsistent architectures,
competencies and cultures, with built-in capabilities for efficiency, consis-
tency and reliability on the one hand, and experimentation, improvisation
and luck on the other.

Different kinds of innovation require different kinds of organizational
and different kinds of soft-

hardware—structures, systems and rewards

are—human resources, networks and culbture (see figure).

During pericds of incremental change, organizations require units with
relatively formalized roles and responsibilities, ceniralized procedures,
functional structures, efficiency-oriented culaeres, highly engineered work
processes, strong manufacturing and sales capabilities and relatively homo-

geneous, older and experienced human resources.

These efficiency-oriented units have relatively short lime frames and
are often relatively large and old with highly ingrained, taken-for-granted
assumptions and knowledge systems. They are characterized by a high de-
gree of inertia, and often have glorious histories (think of 8S1H, Oticon,
IBM, Philips). Their cultures emphasize efficiency, tcamwork and continu-
ous improvement.

In dramatic contrast, during periods of ferment—times that can gener-
ate architectural or discontinuous innovation—organizations require entre-

preneurial “skunkworks” types of units. These units are relatively

uild ing bidextrous

rganizations
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small, have loose decentralized product
structures, experimental cultures, loose
work processes, strong entrepreneurial
and technical competencies and refative-
ly young and heterogeneous employees.

Entreprencurial units build new ex-
perience bases and knowledge systems;
they generate the experiments, the fail-
ures, the variation from which the senior
team can nuzke bets on possible domi-
nant designs and or technological dis-
continuities. Tn contrast to
the larger, more ma-
ture units, these
small entrepreneurial
uiiits are inefficient,
rarely profitable and
have no established
histories. They often
deliberately violate
the norms valued in
older parts of the
organjzation.

The difference in
the organizational
configurations needed
for these innovations
is illustrated in a study
of innovation in
Japanese firms. firo
Nonaka analyzed how
large, conservative
Japanese organizations
can generate break-
throught innovations.
He found common pat-
terns across firms.

When faced with 2
new technology, these
companies typically estab-
lish teams of relutively young
staff headed by an esteemed elder
stutesman and charge them with devel-
oping breakthrough products. To ensure
that they are not hampered by the exist-
ing organization, the teams are moved
into isolated quarters, well separated
from the main firm. The group members
are exhorted to violate the culture of the
larger organization and do whatever it
takes to develop the new product,

Canon, Honda and other established
companies have used this approach as a
way 10 overcome the disadvantages of
their large sizes and conservative cul-
tures.

in building ambidextrous organiza-
tions, management teams provide the
drive for incremental innovation even as
they challenge: other parts of the organi-
zation 1o re-create the future,
Ambidextrous organizations build in
contradictions as they operate both for
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today and tomorrow. But the certainty of
today’s incremental innovation can often
destroy the potential of wmorrow’s ar-
chitectural or discontinuous innovation.
The contradictions inherent ir: the

multiple types of innovation create con-
flict and dissent among the organization-
al units—berween those historically prof-
itable, large, efficient, older cash-gener-
ating units and the young,
entreprencurial, risky, cash-
absorbing units. Because
Lthe power, resources and
traditions tend to be an-
chored in the more tradi-

tional units, these units
usually try to ignore,
trample or otherwise

kill the entreprencurial
units.

Thus, the

management team
must not only pro-
tect and legitimize
the entreprencur-

ial units but also
keep them phys-
ically, culturally
ructuraily
separate from
the rest of the
organization.

How to integrate
opposites

I the diverse capabilities of
ambidextrous organizations
can be harnessed, they permit the
arganization to lead streams of inno-
vation. Unless these capabilities are inte-
grated, howcever, the potential of am-
bidextrous organizations is lost. The
challenge for nianagers and their teams,
then, is to create coexisting, highly dif
ferentiated and highly integrated organi-
zations. Differentiating units is easy;
achieving integration is not.

Three tools can help senior leader-
ship teams achieve integration: (1)
Asticulate a clear emotionally engaging
and consistent vision, (2) build a senior
tewrn with diverse competencies and (3)
develop healthy team processes.

A clear, emotionally engaging vision
provides a strategic anchor for the con-
trasting requirements of innovation
streams. Whether it is the “HP way,” GE's
requirement to be number one or two,
or 3M’s “be innovative and satisfy our
customer,” simple, direct, competitive vi-
stoms provide a point of clarity within
which some units master efficiency and
incremental innovation even as other




parts of the organization are busy de-
stroying the very business striving for ef-
ficiency. Employees know that they can
put one another out of business hecause
the organization, and their places in it
will be secure only if they destroy their
own product lines before the competis
tion docs.

Sustained, consistent COMMIEMEnt o
4 unit's vision, even 4s strategies and ob-
jeetives change, reinforees and anchors
vision. Competitive visions are further re-
inforced by continuily within the senior

hanced by the heterogeneity among
team members, which provides the fod-
der for alternative approaches. Flowever,
these differences also hinder inplemen-
tation by slowing consensus and increas-
ing the negative political dynamics with-
in the leam.

‘The alternative team composition
enphasizes homogeneity among team
members. While homogeneous teams
are mare likely to agree quickly and im-
plement decisions rapidly, they may not
generate the creativity necessary for sig-

management group and its consistent be-
havior in support of the vision. Through
such clarity and consistency of vision the
senior team can support internally con-
tracicting architectures and still be seen
as consistent and credible.

The composition and demography
of the senior team and its ways of work-
ing together are als rful toois for
achieving integration. Effective senior
teams have internal processes that en-
able them to handle large amounts of in-
formation and decision alternatives and
deul with the conflict and ambiguity us-
sociated with contradictory architectires.

Innovation (either incremental or
discontiniuous) stems from two cormpo-
nent processes: those stractures, people,
incentives and cultures that promote cre-
ativity and those that facilitate implemen-
tation. At the team level, creativity is en-

nificant innovation.

To deal with the diverse needs of
ambidextrous organizations, it is helpful
for executive teams to be both homoge-
neous and heterogeneous, In one study,
Sylvia Flatt discovered that the most in-
novative [irms had top management
teams that were homogeneous with re-
gard to tenure together. She also found
that the most innovative firms also had
heterogencous lower-fevel management
teams (in her study, these were the vice
presidents of the company); the hetero-
geneity that sparked the contlict and cre-
ativity came from this level and was re-
solved by the homogeneous senior team
(the top four officers of the company).

T'o avoid the negative consequences
of politics and to speed decision making,
team members need to be comfortable

Cordinues on page GF
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working together and understand one
another’s strengths and weaknesses.
Whea teams are relatively similur with
respect to service, misunderstandings
and inconsistent assumptions are re-
duced.

But this homogencity needs to be
halanced by heterogeneity with re-
spect to background and perspec-
tive—by keeping teams relatively
young, ¢ither by periadically moving
teams, as HP does by changing divi-
sional charters, or by rotating team
members 1o offer fresh outlooks on
old problems.

The need for creativity must be
balanced with the need for execution.
Senfor teams must be intellectually
fresh, able to balance old and new
perspectives, and not get caught up in
a single viewpaoint. Those that cannot
resoive conflict or do not collaborate
create highly unstable, politically
chaotic organizations, which squancler
the potential of ambidextrous organi-
zations.

in managing streams of innova-
tion, senior teams are like jugglers,
keeping several balls in the air a1
once—articulating a single, clear vi-
sion while simultaneously hosting
multiple organization architectures
without sounding confused or, worse,
hypocritical. Most management teams
can do one thing well, but keeping a
multitude of activities going at once
requires greater skill.
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