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Individual Learning,Organizational Learning,

and Society’s Innovation Capacity

Preface for CESS « DRC + CHINA Report on"Entrepreneurial
Development : a survey study on Entrepreneur Individual learn-

ing, organizational learning and innovations. "

MIT and SOL

While many talk about innovation, it is a subject that remains largely elu-
sive, Peter Drucker defines innovation as “the creation of new sources of value, ”
Innovation is not the same as just having new ideas or technologies, or simply do-
ing something new. Innovation is about doing something new that matters to
someone-through new products, processes, business or financial models, delivery
systems,even whole ways to operate an organization that serve people in ways
not possible before. Innovation is not limited to business organizations. Innova-
tion in education,in governmental organizations, in health care, and in media are
vital to addressing the profound challenges of the 21* century.

The Western economic model and its underlying system of management has
achieved great material progress. But it has done so by often harvesting social and

natural capital in order to create financial capital. It continues to fail in generating
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mutual peace and security, tolerance,and a sense of connection among the worlds
peoples. It paradoxically increases our economic interdependence while it drives
us apart as human beings and cultures. At the same time, it is generating escala-
ting costs from environmental destruction, and bringing us all closer and closer to
potentially cataclysmic responses from Nature. If we do not find an alternative
path into the future,I believe that our children and grandchildren will ask, “ How
did you let this happen?”

I believe that China can play an important role in finding an alternative path,
but this will require profound innovation in all major institutions. Institutions
shape how a society develops, Without institutional innovation there is no societal
innovation.

Innovation is a learning process. Innovation does not occur all at once. It
takes time to master new ways of operating. It requires the willingness to take
risks, and especially the willingness to try things that don’t work well initially.
The best innovators are those who have the courage to try bold new ideas and
perceptiveness and humility to learn from feedback. After years of failure at crea-
ting the lightbulb, Thomas Edison is reputed to have said, “Now I know 500 ways
that do not work, "

In particular, I believe the greatest leverage lays in creating an alternative -
system of management that fosters innovation at all levels in enterprises, Human
beings possess vast potential to learn, individually and collectively. But this po-
tential remains largely untapped in modern societies, because our primary institu-
tions, starting with school and continuing through business, government and oth-
er professional institutions are more about controlling than learning. They are a-
bout concentrating power rather than engaging people in responsible decision
making. They are about”pleasing the boss”rather than creating value and contin-
ually improving. They are about avoiding mistakes and" looking good”rather than
openness and human relations based on trust and common purpose.

But there are no formulas for building learning-oriented organizational cul-
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tures,and this is why studies like this that present research on organizational
learning and innovation in China’s entrepreneurial companies are so important.
General principles and tools must be adapted to suit the unique history, market
realities, technologies and culture in each setting. It is crucial to understand how
successful Chinese managers do this, This starts with finding out if managers see
learning as important. If learning seems to be only“academic”and not relevant to
building successful enterprises, how to do it well is relevant. In what ways and
for what reasons do pragmatic managers appreciate the importance of personal
mastery,or working with mental models, or fostering systems thinking, or team
learning and building shared visions? How do they seek to develop these“learn-
ing capabilities?” How do they think about and nurture their organization’s learn-
ing capacity? Where are they successful and in what ways do they struggle? What
sort of help do they most need?

Focusing on China’s emerging entrepreneurial sector is especially important
because much of the future growth in the economy and society will come from
here. Embedding new ideas here can have great long— term impact. Sharing what
is being learned and nurturing networks of entrepreneurial leaders who know one
another and share common values can be a high-leverage strategy for influencing
the future. |

While ultimately organizational learning matters most, it is individuals and small
groups who shape an organization’s culture,and building organizations with deep inno-
vation capacity will require leaders at all levels who are learners. This includes but is
not limited to senior managers. Around the world, we have seen how healthy leadershi P
ecologies develop when executive leaders, local line leaders, and internal network leaders
are all committed to developing their learn capabilities.

Failing to understand the interdependence among many different kinds of
leaders is the first error in most people’s thinking about organization change.
They regard the leadership of top managers as all that matters. Senior managers

and management teams are vital because they can influence the larger organiza-
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tional culture. But so,too,are local managers who shape the local environment in
which the real work gets done, Too many organizations have top managers giving
speeches about being“a learning organization” and local managers acting in ways
that foster fear and distrust,

The complexity of transforming organizational cultures can seem daunting and it is
easy to become discouraged at the time and effort required. But what it means to be a
learner is that you do not have to have all the answers, If you did, there would be noth-
ing to learn. As a retiring executive from Hewlett-Packard said at a recent Sol. meet-
ing, “Looking back on my career, the overarching lesson is that‘learning sources lead-
ing’. It is the learners who become the best leaders, not necessarily those who are the
brightest or the most charismatic speakers or the most ambitious, It is the people with
the deepest commitment to the enterprise’s purpose and the greatest ability to listen,

grow others,and grow themselves, "

Peter M. Senge
MIT and Sol.
March 7,2006
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