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Organizational Aging

There's an old saying within the Vistage community: "If you're green, you're growing;
if you're ripe, you're rotting." Generally, this refers to CEOs and the need for
ongoing personal and professional development. But, says Vistage speaker and
organizational life cycle expert Ian MacDougall , it also applies to companies. If
your company isn't growing, it's headed into decline and -- unless drastic remedies
are taken -- eventual extinction.

"Organizational aging is the process of gradually losing touch with the market and
your customers and becoming internally, rather than externally focused," says
MacDougall. "Slowly but surely, the past becomes more important than the future.
Management begins to rest on its laurels and becomes more concerned with
protecting the status quo than with taking advantage of new opportunities. After a
while, the visionaries and risk-takers leave for greener pastures and the remaining
employees, who either can't or won't see the need for change, allow the business to
sink under the weight of its own inertia.

"If caught in the early stages of decline, organizational aging can be reversed. Even
then, it usually takes a dramatic upheaval that causes the company to shed a lot of
blood. It's far better to understand the aging process and avoid it in the first place."

[top] on page 

Signs of Aging

According to MacDougall, it doesn't take a trained industrial psychologist to spot the
signs of aging. If you know where to look and what to look for, you can easily identify
whether an organization is in a growing or aging cycle. For example:

• In growing companies, everything is permitted unless specifically forbidden. Unless the company says "we
can't do that," people assume they can. In aging companies, everything is forbidden unless specifically
permitted. Unless the company doesn't say "we can do that," people assume they can't.

• In growing companies, what you do is more important than how you do it. Function rules form. In aging
companies, how you do it is more important than what you do. Form rules function.

• In growing companies, the political power lies in sales and marketing. In aging companies, accounting,
finance and legal departments wield the political power.

• In growing companies, people get what they want. In an aging companies, people want what they get.
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• Growing companies see problems as opportunities. Aging companies view opportunities as problems or
nuisances.

• In growing companies, expectations usually exceed results. In aging companies, results usually exceed
expectations.

• In growing companies, success comes to those who take risks. In aging companies, success comes to
those who avoid taking risks and making mistakes.

• Growing companies retain people for their contributions, despite their personalities. Aging companies keep
people for their personalities, despite their (lack of) contributions.

• In growing companies, management builds momentum. In aging companies, management steers inertia.
• Growing companies constantly struggle with cash flow. Aging companies are cash-rich (until they reach

serious decline, when they go into crisis mode).
• In growing companies, management controls the system. In aging companies, the system controls

management.
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Staying Young

Generally speaking, organizations begin to age when they lose the E
(entrepreneuring) role, one of the four management roles essential to organizational
success. The secret to avoiding decline is to counter the naturally-occurring
processes that force the E role out of the organization.

"The E role looks into the future to see where the market is going, how customer
needs will change and what the organization needs to do to get there," explains
MacDougall. "It requires staying in close contact with customers, the market
and the external environment to identify what new products and services will
be needed in the future. Entrepreneuring is not the same as planning. Planning
involves deciding what to do tomorrow after finding out what happened yesterday.
Entrepreneuring means doing something today knowing that tomorrow will be
different from yesterday."

To prevent the loss of the E role, suggests MacDougall:
• Define your business and market carefully. Never define your business by what you sell because it

can become obsolete. Instead, define it by the needs you satisfy. Constantly ask, "Why do people buy
our products or services?" Redefine your business and your market annually. In today's world, 24 months
represents the maximum for staying in the same business.

• Stay mentally young. Mental age is a function of what you desire versus what you expect. Wanting more
than you expect will keep the company young. Wanting less than you expect will age the organization.
When the key players begin to want less than they expect, the organization begins to go downhill.

• Make sure the structure supports the E role. In the early stages of the company's life cycle, the E role
stands alone. It is usually performed by the founder. But as the company grows and adds professional
management, the E role often gets combined with one of the other three management roles -- Production
(P), Administration (A) or Integration (I). When that happens, the E role always loses out.

"The most common examples are combining marketing (E) with sales (P), or
research and development (E) with production (P)," says MacDougall. "When these
things happen, the P role inevitably forces out the E role and the aging process
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begins. To avoid losing the critical E role, make sure it remains a stand-alone
function in your organization. Don't let the people who manage today have control
over those who manage tomorrow."

• Check your management style. Organizations tend to reflect the management style of the leader. If
you're not an E type, recognize the importance of keeping the E role strong in your company. Make a
conscious decision to delegate the E role to someone on your management team and give them the
authority and resources to get the job done.

"Organizational aging is not a function of time or size," concludes MacDougall. "It's
an attitude about your company, your customers, your market and what you expect
from the business. You can be young at 100 years and old at five years. Similarly,
you can be young at $1 billion and old at $5 million. Pay close attention to the E role,
make sure the organizational structure supports it, stay mentally young, and you can
remain 'green and growing' for a long time."

A Vistage speaker since 1998, Ian MacDougall is founder and professional director
of Corporate Lifecycles LLC.


