
Chapter 1

Towards value leadership

Anyone can break a clock but not anyone can make a clock. 
The key to value is technological know-how.

Introduction

This is a book that combines theories of value, knowledge and leadership
aimed at developing technological advantages that deliver desired results.
It begins by building the underlying theories on which a value engineer-
ing (VE) methodology can be used to deliver improved projects and prod-
ucts for an organization. It then moves on to explain VE techniques so that
the theories can be applied in practice. In essence, this book links techno-
logical innovation to business results. However, it does not attempt to
cover the associated literature from the worlds of management, corporate
finance, macro- and micro-economics, and innovation management. The
reader should use this book as a co-ordinating instrument for other
sources of knowledge and expertise. This book focuses on VE in a whole
business sense and so must be seen as a core text for wider reading.

At the end of this chapter you will understand why a new breed of VE
practitioners is needed. The chapter will help you to be clear about the 
distinction between ‘value management’ and ‘value leadership’ and pre-
pares the way for the connection of technology, in the engineering sense,
to business results. It does this by explaining the superiority of rational
thinking over holistic or socially negotiated thinking in the context of valu-
able decisions.

To start this unfolding explanation this chapter seeks to expose the illu-
sions that many people assume to be ‘reality’. For example, we see such
things as the stock market being valued at, say, 6000 points as somehow
more significant than a valuation of 5999, and this has a psychological
effect on trading. 

To lead one must think and act like a leader, and this is achieved by mak-
ing a conscious effort to break free from all those pressures and biases in
our daily lives that push us to ‘follow’ rather than to lead. By and large,
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such loss of autonomy is because systems reduce the need to think; when
we see a green traffic light we assume the others are red. While the out-
comes from such systems are favourable, we pay little attention to our loss
of autonomy; that is, we follow willingly. It is only when the outcomes
become unfavourable that we realize we must again think for ourselves. 

Some systems have grown in size and complexity, from air traffic control
to government policy, and are often too large for an individual to contem-
plate. We need a means of understanding the complex systems held in the
minds of many people in the form of a single explanation that establishes
how things are done. This book will help such an ambition to be realized,
and this chapter begins by unpeeling the barriers to autonomy and lead-
ership so that you will develop a deep-rooted body of theory on which to
build your VE practice. 

While we advocate rational thinking, we also accept that the power
exerted by holistic thinking must be accommodated. After all, we cannot
all be leaders. This opening chapter deals with this conflict and needs to be
understood if you are to become a leader of value creation.

The second chapter takes us into the world of decision-making by
explaining how macro-economic systems engage with and are shaped by
mesa- and micro-economic systems. This is an essential prerequisite if we
want to use money as a medium of value. We have chosen not to be
obsessed with algorithms, rather we seek to move beneath the appearance
of things to gain a deeper understanding of how a system works so that
we can improve it in an intelligent and designed way. If we are to improve
things to our advantage as value creators in an organization then we need
to understand what success looks like and how to achieve it in better ways
than our rivals do.

Chapter 3 explains how a project is simply a series of decisions aimed at
some envisaged future state. In essence it is about risk–reward considera-
tions made at differing stages of reducing or expanding uncertainty. This
chapter builds the scene for a designed approach to value creation at the
level of the organization. Chapter 4 links a number of value-improving
practices to a progressing value creation programme and bridges different
tiers of management by describing the relationship between purpose,
goals and functions. The final chapter is where we explain the VE method-
ology in detail. 

By writing this book we aim to address both process and underlying
theories, and trigger the rapid development of the field of VE as a subject
within the broader area of science and technology in the context of project
management and research and development (R&D). To achieve this aim
requires a synthesis of science, technology, philosophy of science and com-
mon practice. We hope to raise the level of enquiry within the subject of
VE itself. This must involve a union between researchers and practitioners,
as Marx suggests: ‘Practice without theory is blind. Theory without prac-
tice is sterile.’ We infer from this that the union of theory and practice not
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only brings vision, but also encourages propagation of VE to the benefit of
those seeking to improve systems. By ‘systems’ we mean a collection of
activities or processes aimed at some purpose. As such, both researchers
and practitioners benefit from a convergence of theory and practice. Our
aim is to provide the reader with a composite understanding of theory and
practice that is adequate for the purpose of creating value. This is far more
powerful than a ‘cost reduction’ methodology, as VE is often described. 

About clear thinking

If we were to suggest that your thinking might not be as clear as you
assume, we imagine that you would ‘intuitively’ disagree. Most people
consider their quality of thinking is satisfactory. Given that we have prob-
ably not met, how could we possibly substantiate such a claim? The
answer is simple. You are human and your knowledge is a product of
learning channelled through your ‘limited’ five senses. Let us prove this so
that you recognize that there is a problem to be solved.

If you look at the cube in Figure 1.1, where do you see the dot?

(a) If the bottom left square is in front then the dot is near its centre.
(b) If the upper right square is in front then the dot is in its bottom left.
(c) The dot could be floating in the middle of a three-dimensional cube.
(d) One of a number of other alternatives may be possible.

The fact of the matter is that nothing in Figure 1.1 actually moves. Therefore,
it is our perceptions that create the illusion of multiple possibilities. We
could all agree that the dot is as described in option (a) above and declare

Towards value leadership
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all the other options as unacceptable. That is, we could define ‘truth’ by
voting on it and use consensus but still be wrong. This making of rules to
deal with ambiguity was ridiculed by Jonathan Swift in his book Gulliver’s
Travels as two nations went to war because they could not agree on which
end of a boiled egg should be opened. 

Truth by vote is a product of holistic thinking and majority rule. If we
can acknowledge that our senses trick us as individuals, then we must
accept the possibility that our senses might collectively trick everyone else
too. The leader must accept that the majority can be wrong and develop
reference points to check the validity and quality of group thinking. You
might argue that Figure 1.1 is simply a trick and has no relevance to the
way you or your team thinks. Let us ask more questions so that you can
clearly see how group analysis is limited not by research methodologies
but by the disconnection between the world in our ideas and minds, from
the world as it really is. 

As an exercise, imagine that you need to get some money together
quickly to buy a favourite child a special birthday present. However, the
child wants a toy that costs £150. You haven’t enough money and need to
gamble to win sufficient money to deliver the result. £100 would buy a
cheap version of the toy but this is unlikely to impress the child as all her
friends have the more expensive version. You are in a difficult position
because you really want to make the right decision. You have two invest-
ment options. In option A (see Figure 1.2) you have an 80% chance (i.e. 0.80
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probability) to generate £100, and a 20% chance (i.e. 0.20 probability) of
neither making nor losing anything; it seems like a safe bet but will fail to
deliver the £150 result you need. 

Option B (see Figure 1.3) is a bit more risky; while it could make suffi-
cient money to fully achieve your goal, it could also lose money and deny
you the chance of even buying a poor solution. In option B you have a 20%
chance (i.e. 0.20 probability) of losing £200 or an 80% chance (0.80 proba-
bility) of getting a return of £300. Which option, A (Figure 1.2) or B (Figure
1.3), would you take and why? Many people would go for the safe bet of
option A in order to be sure of definitely getting the child a present even if
they know it will not be seen as satisfactory. The rational decision-maker
would have chosen option B as this offers the best potential to achieve the
goal related to the satisfaction of the child. [This conclusion is determined
by multiplying the probability of consequence to the value of the conse-
quence and then adding all these scores together to determine the
expected value; for option A this would be (0.8 � £100) � (0.2 � £0) = £80.
You determine option B.]

If we reflect on the previous discussion we can see that some elements
of a decision-making process are missing and so may cause confusion in
choosing what to do. For example, the following need to be examined:

1. A discussion of more than just monetary worth such as the disinclina-
tion to risk.

2. The level of investment considered.
3. A discussion of the potential merits of a ‘poor ’ solution rather than a

chance of no solution.

Already we are beginning to examine our way of thinking so that we can
later consider how we might improve it. Let’s try another example that is
a little more complex. Again, our aim with these examples is to help you 
to see decision-making from a leadership perspective rather than from a
management point of view. Let’s look at a dilemma adapted from Tversky
and Kahneman (1980, 1981). As you consider this example also think
through the problem and opportunities as well as a range of acceptable
outcomes that influences your decisions. Become aware of the things that
steer your thinking.

Imagine that the USA is preparing for the outbreak of an unusual dis-
ease, which is expected to kill 600 people. Two alternative programmes to
combat the disease have been proposed. Assume that the exact scientific
estimates of the consequences of the programmes are as follows:

• Programme A: 67 out of 100 chance of saving at least 200 people.
• Programme B: 33 out of 100 chance of saving between zero and all 600

people.

If you can only implement one programme, which one would you sanc-
tion? Baron (1998) explains that the majority of people select programme A
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presumably to avoid the risk of saving no one with programme B. Now
consider a different scenario of the same decision to be made. You have the
following programmes to choose from:

• Programme C: 33 out of 100 chance that at least 400 of the 600 people
will die.

• Programme D: 67 out of 100 chance that between zero and 600 will
die.

Select the programme you would choose this time, but before reading fur-
ther be clear why you chose your programmes from the two options A or
B and C or D. After you have noted this down, read on.

Both sets of options are exactly the same problem, just stated in different
ways. In the second scenario most people choose option B as they ‘feel’ it
offers the best value. In the first example the words used place an empha-
sis on ‘saving’ (i.e. a gain) while in the second the emphasis is on ‘deaths’,
which is perceived as a loss. If you chose A in the first scenario and D in the
second scenario for what is essentially the same problem, then you have
been inconsistent in your decision-making. In such cases the reason your
decision-making is inconsistent is because of a bias you place on certain
preferences related to gain or to loss. As in the example of the dot in the
cube (see Figure 1.1), nothing has moved but your perceptions. In pro-
gramme A there is a 67% probability that 200 out of 600 will be saved, and
so programme C is the reverse where we stated that there is a 33% proba-
bility (i.e. 67% � 33% = 100%) that 400 out of 600 will die. They are the
same. 

Similarly, programme B is the flipside of programme D. You should
therefore have been consistent in your selections and have paired A with
C or B with D. It is because of bias that we cannot trust our senses and so
must devise methods that test the validity of our thinking against an objec-
tive reality.

At the heart of clear thinking is the ability to untangle the complexity
before us and frame the problem in a way that allows us to search for
many possible solutions before actually selecting the one we will imple-
ment. Many people do not do this and so rush into selections that close
down their options. If we are going to achieve clear thinking we have to
understand why we often lack it. As we worked through the previous
example we wrestled with the following structural concepts to our thinking:

1. How clear was our thinking about the data presented?
2. What were our own value definitions of ‘acceptable’ or ‘sought after ’

outcomes?

It is important that the reader grasps these structural concepts as we 
present the rest of the book in terms of ‘what to think’ and ‘how to think’
in the context of technology innovation. That is, we will examine both VE
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processes and thinking methodologies in order to lead value creation
rather than follow it.

Going back to the start

As the sun rose over the hills around Athens in 400 BC, a man awoke to
start his ritualistic day fighting the incumbent systems that seduced the
minds of the Athenians towards decisions that this ‘difficult’ man thought
wrong. The man’s name was Socrates and he was referred to as the
‘Gadfly’ as he nipped and bit the ears of the comfortably numb. The core
of Socrates’ philosophy was that sometimes the majority can be wrong
and so we must rely on reason rather than persuasion to make good deci-
sions. This book shares the same desire to challenge the seductive nature
of systems so that we can rise above the persuasive mantra and develop
insights. After considering the options, the leader selects the best one,
rather than just follow the popular option because that’s what everyone
else has chosen. Failure to comprehend such an ‘awakening’ as being nec-
essary is to deny the effects of forces and pressures that direct your deci-
sions. The laboratory rat in a maze tries to solve the complexity it confronts
by being inside the riddle; if it could get to a vantage point from which it
could view the whole puzzle then the complexity could be managed. The
rat needs to develop a conceptual map that is a true representation of the
maze. This book is about rising to a conceptual vantage point from which
we can assess complexity from outside its influence. 

In later chapters we will explain how we use a search for functions –
things to be done – to develop a normative model that is our map of the
techno-system. By normative we mean that we can develop the capability
to say, ‘This function is being performed well’ or ‘This function is not being
performed as well as we hoped’. This is achieved because we need a
‘norm’ to act as a reference point for the performance of the function so
that we can evaluate a potential solution. When we look at failing or failed
companies such as Enron or Railtrack we can see a system of functions col-
lectively working towards unmanaged ends. That a desired purpose is not
achieved means that appropriate goals have not been met. The achieve-
ment of desired goals is realized through the selected method (or solution)
we use to perform functions. We can use methods to anticipate which
functions are affected by a proposal and, what is more, how performance
along attributes such as time, money and quality can be anticipated. The
use of normative functions allows us to define what we mean by ‘should
happen’ in complex systems. We are arguing for a way of developing the
capability to lead by understanding how systems work at a functional
level of thinking. If a function is under-performing the norm, then we
have to rectify the ‘problem’. If we can improve the norm itself then we
seek out an ‘opportunity’. 

Towards value leadership
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Please note that in our underlying theory of functions we draw a clear
distinction between what a problem is, and what an opportunity is, and so
are better positioned to lead. We can use our limited resources to deal with
problems first and then look to opportunities; we can ‘manage’ after we
have decided how to ‘lead’. 

Furthermore, we can model multiple functions and consider not only
multiple problems but also multiple opportunities and so are afforded a
means of structuring our perception of complexity. By differentiating
between functions to be performed within the system (i.e. intrinsic func-
tions) and functions to be recognized as being done outside the system (i.e.
purposes or extrinsic functions), we can assess the proximity of actual per-
formance to the defined ‘norms’ in ways that allow us to use statistics. 

Just as Socrates and Plato battled against the Sophists in Ancient Athens,
you must think like a leader. In Ancient Athens people had to defend
themselves in court and so there was a market for the advice and teachings
of the Sophists. These experts would teach people how to win arguments
with tricks and so divert the search for truth. They used a number of tac-
tics, as Aristotle described in De Sophisticus Elenchis. Here are a few, that
later became known as ‘fallacies’. They are simply tactics used to win argu-
ments based on rhetoric rather than substantial truth.

• Affirming the consequent: ‘If A then B’ is used to affirm ‘if B then A’. For
example, if the stock market is losing value then investors put their
money into property. As the current value of the property market is
rising then the stock market must be losing value. The error in such
thinking is that it excludes the possibility of both the stock market and
the property market having concurrent growth in financial value.

• Reification: ‘We listened to the City and made decisions on that basis.’
The ‘City’ is used to win an argument by treating it as a person. As a
city does not exist in a personified way, it cannot argue or be argued
against.

• Non-sequitur: Such an argument ends with conclusions that do not fol-
low from the preceding statements. For example: ‘The sun shone all
day and so we felt lucky.’

• Ad hominem: These are arguments aimed at a personal level in which
a charge is made that seeks to cut the ground from under the other
person, as was the case in the McCarthy witchhunts in the USA dur-
ing the 1950s. In that period one had only to be accused of being a
communist, with the result that no other line of argument was lis-
tened to. This may also affect societies where cultural differences such
as ‘class’ limit the economic mobility of certain individuals.

• Straw man arguments: In this line of attack an unsympathetic view of
the opponent is established in order to destroy credibility. For exam-
ple: ‘Mr X couldn’t organize a drinking session in a brewery, therefore
why should we accept his advice?’

Achieving results
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• Begging the question: This tactic revolves around statements that beg
questions rather than search for truth. For example, we might say, ‘As
an intelligent man, I’m sure you understand why I am right’, and so
encourage you to justify your own intelligence rather than question
whether the person is right or not. 

• Appeal to authority: Here an expert is used to discredit an opposing
view. For example, many early aviators had to counter the argument
‘If God had intended us to fly he would have given us wings’.

There are many more fallacies used by debaters to distract us from the
search for true understanding. The leader must avoid being diverted and
be guided by the search for truth. 

In our daily lives, emergent or designed systems are at play in every
aspect of our consciousness, and we have sometimes to step back and
question them. But we only recognize the systems as processes or activities
and often fail to search more deeply for their purpose, goals and functions.
We are unaware of the influence certain paradigms and perspectives have
on our lives (Woodhead, 1999). 

One only has to look at how a nation such as Germany became sub-
sumed within the evil grip of Nazism. Later we heard many explain their
Nazi actions as, ‘We were only following orders’. The loss of autonomy
meant that people became followers rather than leaders. In an experiment
in the late 1960s, Zimbardo (1969) brought a number of students into a
controlled environment under the guise of a learning experiment. This
experiment allowed one group of students to administer punishment to
another. In one such trial the experiment had to be cut short as the power-
ful group of students started to infringe on the basic rights of the others.
This atavistic set of behaviours was later described as a process of ‘de-
individualization’. That is, the people involved became so engrossed in the
systems and their roles that they lost the sense of their own identities and
what they really believed in. They lost their rationality and were sub-
sumed within holistic thinking. 

De-individualization has also been used to explain aggressive antisocial
behaviour in riots where people act out of character (Brown, 1988). Again,
we need to be aware of when our decisions are being made by a system
that is controlling us. People in such situations are so engrossed in the
action that they cannot recognize that they have abandoned their own
internal value system. Their value system, which is used to decide things
like good and bad, has been subsumed within the collective action of the
mob. On a lesser scale, the same thing can happen in organizations as 
people try to be good employees and do things with which they are
uncomfortable at first, but later see as normal practice. But who controls
the system? Often no one controls them in action as they are acted out like
a kind of script in a theatre play. However, like a play the scripts are
designed under certain assumptions and do not always adapt as those
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assumptions are changed. This is why we need leadership, and such a con-
cept is not necessarily a position in a company such as CEO. Leadership is
a way of thinking.

In the science-fiction film The Matrix people are trapped inside a
machine but do not realize it as the machine creates a simulated reality;
they are living in a dream. The protagonist is offered a choice of taking a
blue or a red pill without fully understanding that he is living inside an
illusion. One pill takes him back to the artificial reality and the other takes
him to a new reality. We offer a similar choice but sadly it is in no way as
dramatic as the one Hollywood does. The choice is this: 

• Intuitive management: Either stay inside the complexity and try to
learn more management fads that will keep you ahead of the game
for a few months. That is, become a better manager.

Or

• Rational management: Step outside the complexity and become a
leader who can predict the way things are going and make appropri-
ate moves. This is more than a set of management skills.

Don’t decide right now. Read the rest of the book, and while doing so
think about the influences on the structure or sequence of your thinking as
well as the values that will drive or support your decision.

Intuitive thinking versus rational thinking

When we need to think hard and systematically about complex problems
we need to target real results with clear thinking and may well confront a
conflict between intuitive and rational thinking. The key problem with
‘intuition’ is that there are biases acting on our thinking without us even
being aware. We saw this earlier in this chapter when we looked at a num-
ber of situations in which our perceptions were the cause of ambiguity and
implied that this leads to a greater probability of poor decision-making.
Intuitive thinkers assume that they have ‘the big picture’ and make
choices based on ‘their ’ appraisal of what they think is the right thing to
do. This appraisal is made through their ability to perceive, which we
argue is limited by the human condition. Such people often claim to be
‘holistic’ thinkers but fail to explain how any single human mind could
possibly contain all the necessary data to even represent a holistic reality
let alone start to form a holistic analysis. In such decision-making situa-
tions the function of consensus is often limited to a sharing of responsibil-
ity. For us, there is no alternative to group decision-making in complex
decision situations, but even this requires methods based on rational and
objective measures such as models that can be tested.

Achieving results
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When we talk about holistic decision-making we are often talking about
decisions that are made without any structured analysis (Baron, 1998: 332).
They are simply decisions based on a narrow range of opinions. With
holistic decision-making we assume that we can know the system we
investigate in its totality and base decisions on our generic single view-
point. When we talk to environmentalists who have a zero tolerance for
pollution we are probably conversing with holistic thinkers. Our argu-
ments about acceptable levels of pollution and the need for electricity,
transport, communications and so on are dismissed in an absolutist man-
ner. The ‘holistic’ thinker is supposedly in tune with the totality of systems
that interact with other systems to create reality. For example, it is common
in the UK to hear holistic thinkers talk about how small the world is.
Pollution and global warming are viewed as immediate concerns because
their holistic views of the world are based on a minimalist concept of scale.
As a consequence, supposedly environmentally friendly products are wel-
comed with open arms because they are assumed to be beneficial to the
global environment. It is only at a later date that they realize that pollution
has not been removed by their selected purchase but has simply been
transferred from a local to a distant source. When we consider a concept in
its totality without breaking it down into parts and classifying decision ele-
ments in terms of sequence, uncertainty and outcomes, we are making
many assumptions even if we are not conscious of them. Perhaps the
largest assumption is that ‘cause’ can be identified in a holistic ‘effect’. We
argue that the holistic thinker cannot consider causes and effects but sim-
ply trend lines, and so develops a superficial view of what is going on.
Cause and effect can only be understood by studying particulars. Only
rational and scientific approaches can seek out causes, causal relationships
and correlation. 

To dismiss holistic thinking completely in favour of rational thinking is
also inadequate. The rationalist who quickly starts deconstructing a prob-
lem by building a decision tree moves from the whole to the parts and
runs the risk of viewing the world through a keyhole. We must consider all
aspects within our decision-making so that we don’t become myopic. The
robotic view of rational thinking must also be challenged if we are to
become accepted leaders. Emotion is a manifestation of value that helps us
to prefer one thing to another and must also be dealt with in an adequate
way. Emotions differentiate humans from machines and so must be
included in the decision-making processes we seek to implement. When
thinking about how to think, we must always remember that we are
unaware of our ignorance and that we must be conscious that our think-
ing may have been biased by paradigms that sneak into our conscious-
ness. We must try to think ‘holistically’ and ‘rationally’ at the same 
time, thus respecting the gestalt relationships between local and global
contexts. 

Towards value leadership
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Understanding a decision

You have already made many decisions in your life. However, have you
ever considered what a decision is? Baron, in his book Thinking and
Deciding, describes a decision as:

A decision is a choice of action – of what to do or not to do. Decisions
are made to achieve goals, and they are based on beliefs about what
actions will achieve the goals. (Baron, 1998: 4)

However, based on our research and consultancy practice this definition
seems to be lacking, and so we have developed our own version that will
be used throughout the book:

A decision is a thought, based on recognition of choices and beliefs about what
should be the most beneficial situation at a future time, that is made explicit
and objective through action.

This definition allows us to consider the method by which a decision was
made and helps us to learn how to make better decisions. By defining the
term in this way we are beginning to develop the tools of leadership. Was
a particular decision that stands out in your mind made on impulse or was
it the product of considered thought? If it was made on impulse were
those responsible acting from their own beliefs and senses of identity or
had they been directed by an influencing system? Were they simply fol-
lowing orders? We have to be clear that good thinking is about having 
prioritized outcomes, the careful consideration of consequences after a
thorough search for a number of scenarios, and a methodology that allows
us to check that we are really making considered decisions. We need to be
able to value one option in preference to another. This requires an under-
standing of value in relation to decision-making. It is this relationship
between ‘value’ and ‘decision’ that is at the core of leadership. A manager
seeks to implement major decisions. A leader seeks to make major deci-
sions in a sense of considered creativity.

Value and values

So far we have been discussing how systems can influence us, and be
influenced by us. This is important to understand if you are to become a
leader of others who seek value. What do we mean by ‘value’? People talk
of value as if it exists in a physical or objective sense. ‘Value for money’ is
often heard as if a clear definition of ‘value’ is blindingly obvious. If we are
to lead others by creating, managing and engineering value then we need
to have a clear understanding of what it is. We will step back into history
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and build an explanation that will allow you to understand fully the defi-
nition of value that we have presented above. 

Alexander the Great, a student of Aristotle, conquered numerous armies
because he did not simply rush into battle. If his purpose was to ‘win the
war ’ then he knew his advantage lay in ‘how to’ technologies. So he devel-
oped war technologies based around tactics and training to outperform
his rivals. He used maps and imagination to consider various scenarios
and possibilities. He had created choices before rushing into battle by
articulating options and so could decide which one provided the best
advantage. In other words, he created a situation in which he could have
preferences. At the very heart of any thinking methodology that leads to
‘best’ outcomes (i.e. stated goals) is a process of describing what is to be
done and why, followed by the generation of many possibilities of how
that might be achieved before finally selecting a preferred option. While
this is no absolute guarantee of success it is a way to manage chance (i.e.
risk) and become a leader rather than a follower. We will revisit this 
concept in different contexts throughout this book and link it to an
encompassing view of technological design. At the moment we need an
understanding of value. That is, we need a notion of value that lets us pre-
fer A to B. After all, how could you choose anything if you have no prefer-
ences? The fact that you are reading this book rather than doing anything
else is a product of preferences. How aware of this fact were you before
choosing to read these words? You used ‘value’ to decide to read this
rather than do something else.

Mathematicians use numbers to represent underlying concepts of truth-
value (e.g. the value that makes a change in X change Y by a correspon-
ding amount). The strength of this is that it is possible to model objective
reality; for example, there are three apples on the table upon which we are
currently writing this chapter. The weakness of this approach to defining
value is that numbers do not provide us with penetrative insights as to
what a thing really is. Penetrative insight, that gets us closer to truth-value,
is provided by the creative genius that figures out what the numbers and
patterns mean. The idiom ‘What gets counted does not always count’ may
help us to explain what we mean. Numbers are restricted to observation or
to an account of reality. For example, if we bite one of the apples and dis-
cover it is sour, do we still have three apples or do we now think we ‘really’
only have two, on the basis that an apple should be edible? We need some-
thing more than a numerical account if we are to change things for the 
better. The value leader needs both ‘explanation’ and ‘account’ to have a
reliable understanding of the systems being studied.

There are also values to which we cannot attach numbers. Subjective
values, such as the amount of love we have for someone, exist only inside
the individual. We cannot know your love or hurt but can only imagine it.
To attempt to put a numerical evaluation on your love would be very dif-
ficult. Love, of itself, is a value. We can define value and values as:
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Value is the objective recognition of preferences that are often negotiated. My
values are my inner preferences that I have personally and subjectively
recognized.

This definition is at the crux of the relationship between value and deci-
sions on which we will build in the context of technological innovation.
The next section explains a theory that links everything together and
shows how systems influence us, and are influenced by us, as we interact
with the physical reality. Technological knowledge that has value is based
on the ‘truth’ that is objective. So an objective or ontological reality exists
beyond human interpretation and our values or preferences influence
how we interact with that reality or change it.

Value of knowledge

Given that things change in human systems (e.g. fashions) we need a
means of dealing with that. That is, we have to be able to understand how
value or preferences are affected by changes. This is achieved by under-
standing that human systems reside within other artificial systems and
natural systems. We need a theory of value on which to build VE practice,
but that must be valid. 

At the heart of this section is the belief that only knowledge that is true
has value for leaders, managers and the VE practitioner helping teams to
innovate. ‘True’ means it is valid in the natural or physical world (gaining
worth by telling a lie only exists within human to human interactions
where a validity need not be true; this is the weakness of social construc-
tivism). A theory that, for want of a better name, we shall call ‘Value of
Knowledge’ (VOK), will help us to be clear about why our preferences
today might shift in the future. 

In our VOK theory a paradigm, or particular organizing framework, can
be taken as a collection of rules, codes of practice and peer expectations
that can be identified as belonging to a particular school of thought, social
institution or profession. Within paradigms, certain perspectives, or alter-
native views, fight for dominance and control of the paradigm. 

As leaders we must strive to become free thinkers that choose the deci-
sions we make based on the knowledge we have. The purpose of the VOK
theory is to encourage groups making decisions to identify and consider
the dominant paradigms and perspectives in multiple contexts such as
those of the internal and external environments, employees, customers,
shareholders, stakeholders, winners and losers, and move beyond opin-
ions to an objective view of what is ‘true’. The aim in developing the 
theory is to promote ‘good’ decision-making through a more informed
process of ‘choice’; for example, participative, responsible and ethical deci-
sion-making based on rational methods. This is distinct from holistic 
decision-making in which the biases of the group are ignored and the
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knowledge with which they work has few checks on its relationship to
objective truth.

We cannot ignore that people build socially constructed views of reality
even though some of them are wrong (e.g. most people once thought the
world was flat). We must quickly recap the theories already developed to
enable us to present the VOK theory alongside them.

1. A decision is a thought, based on recognition of choices and beliefs
about what should be the most beneficial situation at a future time that
is made explicit and objective through action.

2. Value is the objective recognition of preferences that are often negoti-
ated. My values are my inner preferences that I have personally and
subjectively recognized.

3. Value enables choice which requires a decision.

The key problem facing the leader is that he or she could be wrong and so
make bad decisions. If we consider that people once thought that the
world was flat and held that as a belief, then we can see that to make a
group decision requires choices that may be based on fundamentally
flawed beliefs. The closer we get to a complete and valid truth, the more
valuable our knowledge becomes.

In large organizations the sheer volume of work necessitates the divi-
sion of decision-making processes between three roles. Each role has its
own decision-making context; decision-approvers (e.g. main board), deci-
sion-takers (e.g. executives, project managers or business unit managers),
and decision-shapers (e.g. middle and lower management) and each tier
has its own priorities. The search for a complete and valid truth is already
compromised by the fractured organizational knowledge base. These dif-
ferent roles, linked to management seniority, place different emphases on
certain preferences as a result of different paradigms and perspectives
influencing how ‘good’ decisions are recognized. The whole approach to
organizational design supposedly encourages individuals involved in
decision-making to align their ‘deliverables’ with the expectations of more
senior management. Thus the dominant views of senior managers should
influence the espoused views of less senior managers who ‘want to get
ahead’. People affected by decisions but lacking ‘power ’ to influence are
often ignored in the short term, but may play a significant role in influenc-
ing how ‘success’ is recognized in the medium to longer term. One only
has to consider the collapse of Enron to see that if leaders work with
knowledge that has little truth-value then decisions are bound to be poor
in the medium to long term; there are no free lunches!

We have to understand that the competing paradigms and perspectives
promote the criteria by which ‘success’ is anticipated. These criteria are
also used to justify ‘objective’ decision-making (Woodhead and Male,
2000). This is the source of management fads where the organization is
steered towards a sense of ‘fit’ with the demands placed upon it. But how
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can we be sure the demands placed upon the organization are founded on
knowledge that is, of itself, true and valid? Responding to the demands of
others, while a necessity, cannot be trusted as it is often a product of nego-
tiation and majority rule rather than a rational search for an objective
truth. In the boardrooms many CEOs have values and expectations that
are influenced by other values and expectations imposed from external
sources of power such as Wall Street, shareholders and financiers. That 
is, many CEOs follow the demands of systems rather than lead. Even 
strategy-making must be founded on truth. The value leader must under-
stand that the value of knowledge is a product of its truth if he or she is to
help organizations to create long-term ‘worth’.

Given the complexity facing senior managers and the resultant dele-
gated complexity facing middle and lower management, leaders of value
creation need to simplify what is going on within the different layers of
human and natural systems so that decision-makers can understand how
to anticipate ‘success’. We present a theory that links these different layers
together and shows that the bottom line is that everything we do has
implications for other systems: 

(1) A gestalt exists where values related to notions of ‘good decision’ influence
and are influenced by competing paradigms and perspectives. 

(2) These influences act on organizations, projects and people by being used 
to determine whether decisions achieve ‘good fit’ with dominant expect-
ations to achieve a sense of ‘objectivity’.

(3) The paradigms and perspectives are constantly changing because their
underlying appropriateness is being modified and adapted.

This VOK theory explains how rational thinking can inform holistic
beliefs. Sentence (1) links different decision contexts. For example, from
global environmentalism through to technical detail. A change in one con-
text affects the others and so they are systemic relationships. A simplistic
example of a gestalt relationship between contexts could be provided by
considering a local grocer ’s economic performance as it affects the local
economy, which affects the regional economy, which affects the national
economy that affects the global economy. This same example could also be
described the other way around from the global economy down to the
individual grocer who finds that takings are low because of large-scale
redundancies in the area caused by an economic recession. The relation-
ship between the different contexts forms a coherent gestalt and links the
need for our beliefs, preferences and actions to be considered and tested in
objective ways (i.e. made explicit).

Sentence (2) explains how the criteria demanded by paradigms and per-
spectives are used to demonstrate ‘good’ objective decision-making. The
final sentence (3) links knowledge, learning and values that influence the
criteria, within the paradigms and perspectives themselves. This high-
lights that discovery and knowledge value are within a gestalt and do not
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operate independently. As people become more aware of their actions and
consequences, values and notions of ‘good decision’ shift. This is a vital
realization for the value leader that seeks to implement decisions in the
future. It means that the truth will eventually cause people who do not
bother to think deeply eventually to adjust their mindsets in the interest of
their own well-being. It also means that the organization that realizes that
the ‘value’ of knowledge can be improved will develop a competitive
advantage over rivals that chase fads. The long-term success of the organ-
ization is contingent upon its having a core technological knowledge that
is true and valid in a scientific sense!

Choices, responsibility and context

Our beliefs inform our inner values that influence our preferences and
actions. To become a value leader your responsibility for this relationship
must not be compromised by group pressure; having said that, there are
times when the leader follows someone better suited to lead and so we
must be disciplined in the way we work with others. Whatever the situa-
tion, three options are always available to you:

1. You can take the lead and start directing others; for example, ‘I think
we better put that aside and focus on the main issue’ is a statement that
attempts leadership.

2. You can follow someone else’s lead; for example, ‘Okay, so what do you
want me to do?’

3. You can exit the situation or stay silent and uncommitted with no
intention either to follow or to lead.

Choosing one of these options requires you to be ethical; that is, you have
to decide what actually is the right thing to do. Ethics allows us to examine
the role and pressures caused by paradigms and perspectives in the dilem-
mas thrown up by contradictions between an individual’s internal–
subjective and external–objective worlds; no matter what you are faced
with you can always choose to lead, follow or get out of the way. What if 
we continue to use a particular concentrated XYZ bleach to clean our toilet
even though we know it has been proved to be environmentally destruc-
tive? What if we continue to use it because of its low price as compared to a
more environmentally responsible alternative? If asked in public, we might
say that we would ‘not’ use this product in order to ‘fit’ with the expecta-
tions of others; that is, tell a lie in order to be seen to align with more pow-
erful external values or preferences. Power in this hypothetical situation is
constructed through the fear of personal consequence; we say we will 
follow when we will not. In our own situation/context we might have 
different paradigms and perspectives dominating our decision-checking
framework. The recognition of ‘good’ decisions could be based on our 
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personal needs and our undeclared internal values. For example, I might
know it is wrong to use the cheap bleach that pollutes, and feel guilty about
purchasing it. At the same time, due to low income and budgeting, my chil-
dren’s food may take priority over consequences that are not as immediate to
‘me’. To become responsible we need to be able to examine our way of getting
through life and seek out preferences that will be seen as ‘good’ through a
number of contexts and not just a dominant one such as ‘cost’. (Being rational
does not mean you have to be either single or narrow minded!)

In order to achieve wider ‘fit’ with multiple contexts, we need people
from a variety of situations to explain how ‘they’ would recognize a ‘good
decision’. Such consultation would allow decision-makers to improve
their plans and the way they communicate success and address unin-
formed fears. Any process designed to achieve such wide disclosure must
be sensitive to the personal risks involved in speaking aloud. This goal of
encouraging greater commitment, honesty and authenticity within and
beyond an organization, could be achieved if internal–subjective values,
external–objective values, self-interests and other interests align within a
common theme that has organizational integrity. This brings Mills’s
(Cottingham, 1996) views of ‘act based’ and ‘rule based’ utility into play
within a group decision-making process. ‘Do as I say and not as I do’, is a
product of the contradiction that can exist between objective and subjec-
tive values. In this book we simply ask you to be clear about the way you
align your beliefs, values and actions. To be a leader you need to question
whether you make ‘good’ decisions from a sense of duty to fit with exter-
nal values or because you have chosen to. Please spend some time think-
ing about this before reading further. To be a leader you must become
totally self-responsible for ‘your ’ decisions. This will enable you to learn
from mistakes rather than blame others.

Power and preferences

So far we have described how one decision’s context is related to others in
a gestalt relationship. Often, only those individuals with ‘power ’ are
included within a decision-making process and it is they that influence
strategic thinking. Even those within the organization’s decision-making
process must bow to the more powerful people, external organizations
and agendas. ‘Power ’ plays an important role in causing individuals to
lose authenticity and autonomy as they often harbour a dual value system
(external–objective and internal–subjective) which affects how committed
they are to achieving somebody else’s view of ‘success’. In many group
decision-making situations ‘success’ is anticipated within a narrow range
of scenarios and may even suffer from ‘groupthink’ (Janis, 1972). 

Value and decision-making enables ‘judgement’ to prioritize, order and/
or evaluate options and alternatives. How a ‘good decision’ is recognized
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depends upon the context within which that evaluation is made, and 
so we need external data to check the validity of what we think is ‘good’.
This is often achieved with activities such as market research, or stake-
holder workshops in large decision-making processes. However, as we are
ignorant of our ignorance, the conditioning effect of paradigms and per-
spectives is often unchallenged. We may make ‘good’ decisions based on a
sense of ‘duty’ (i.e. conforming to schedules) rather than from free choice;
we may allow the way we are, our very being, to be sucked into a rut. To
address these biases we must use rational decision-making tools to force a
second opinion so that we can compare our intuitive and rational deci-
sions and start to take responsibility for our values. We always have a
choice!

The macro-economic context

In the modern world we do not have time to learn everything. As organ-
ized work and technological systems made basic tasks such as providing
food and shelter more efficient, we developed sophisticated exchange
processes. As Adam Smith pointed out, an economic system, comprising
many free agents, that rewards success provides a kind of ‘invisible hand’
that weeds out non-success. If something cannot achieve financial success
in its own right but is deemed by the community to be valuable and nec-
essary, then it is often financed by a cost shared by the community (e.g. the
public sector and the need for taxation). Central to such a view is that an
individual’s desire for wealth creation is the motivation that fuels the var-
ious exchanges that take place; necessity is the mother of invention. If we
remove the need for progress then we will stagnate.

Other economic models such as in Stalinist Russia, before Gorbachev’s
‘Perestroika’, had different views and the ‘invisible hand’ was replaced
with an ‘iron glove’ as a series of ‘Five Year Plans’ was imposed. In Soviet
Russia’s command economy, under the political model named ‘Democratic
Centralism’, motivation was directed towards political advancement as a
means of achieving personal wealth creation. The central planning system
was intellectually flawed because it assumed that experts were all-
knowing. One only has to examine the Aral Sea and the reasons for this
ecological disaster to see the failure of central planning and the dangers of
losing the balancing effect of invisible hands. The planners sought to make
nature more efficient in terms of the means of production, and so diverted
the Amu Darya and Syr Darya rivers to achieve this aim. Because they had
not considered other functions performed by the rivers they inadvertently
created an environmental disaster. The lesson we learn here is that when
the means of production are heavily concentrated and goals are set by cen-
tral planners, then the dangers of simplistic assumptions become more
powerful; with hindsight, the collapse of Soviet Russia was inevitable. This
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same lesson will also apply to global corporations that unwittingly under-
mine free enterprise as they acquire monopolistic and oligopolistic power.
The role of ‘new economy’ governments in a developing global market
will increasingly ensure the protection of the free market ethic.

Let us not portray the Stalinist Russians in any light that dulls their intel-
lect. Rather, let’s learn from them and consider why a nation of innovative
people could have had an economic system that failed. Why did so many
very intelligent people in positions of power get it wrong? The reason is
that they were inside a dominant bias that influenced and limited their
beliefs, values and actions. Their technological knowledge was not based
on a complete truth and so it proved to have low worth. As we said earlier,
such influences on our thinking affect our decisions and our priorities.
Gorbachev recognized that the USSR system was heading towards col-
lapse and set about saving his country. He will have met great opposition
from many people who believed that, one day, things would change for
the better and all they had to do was ‘wait’. What those people had not
realized is that the trigger for change had already happened. When an
electrician, named Lech Walesa, was late for work three times in a week
and was sacked from the Gdansk shipyard, a spark ignited a frustrated
people in Poland. The people rose up against the Russian ‘soviet’ concept
in a mass movement that was named ‘Solidarity’. This was the lesson from
which Gorbachev learned that the future of Stalinist–Leninism was
doomed; that he learned the lesson is proof that he was able to think
rationally and was not swept along by holistic views of repressive clamp-
downs and the possibility of civil war. He was a leader of value creation.

If we are to become masters of systems, and not their slaves, then we
need to understand the whole interconnected story from global econ-
omy down to the corner shop and how the pursuit of knowledge must be
based on a search for complete truth rather than a partial truth. As we do
so we need consciously to relate this back to the VOK theory so that we
can structure our learning. As change befell Russia, Sir James Goldsmith
started the current revolution in the modern economies of the West.
Goldsmith realized that many companies where incorrectly valued and
often this was a result of complacent management; that is, they were lead-
ing either badly or not at all. He thus sought to buy the company’s shares
on the stock market and take control. Once he was in control he would set
about a chain of events that made the corporation more attractive in terms
of wealth creation for its owners. Junk bonds were used to raise the
finance to fund such predatory acquisitions. This strategy has now become
common practice by some massive investors. Who are those investors?
Probably you and me. As Reich (2000) points out, the irony is that the pen-
sion fund we pay into may well be the power behind our own company’s
decision to make lay-offs to meet short-term profit targets. 

As Goldsmith was creating a revolution on the corporate stage, some
‘youths’ from California were creating a better way of finding out things
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and were starting the Internet. Overnight many companies were sud-
denly in competition with thousands of new rivals as the Internet made it
easier for customers to identify the rivals.

The old economy that revolved around entry barriers and exclusivity
was under attack. Just as the industrial age undermined the era of the arti-
san and the cottage industries, it too was being surpassed. Entry barriers
were previously erected by means of some aspect of production that rivals
could not achieve. The reduced cost of large-scale production had been
the goal of those who thought customers wanted ‘cheap’ goods. The cap-
tains of industry were all comfortable while employees and customers
were locked into the system, but Goldsmith and the Internet have
changed that. 

The CEOs who had been giving the orders now had to take them from
the corporate raiders as, at the same time, customer loyalty was being chal-
lenged by the Internet age. The squeeze was on. Many CEOs were in effect
demoted in terms of power and autonomy, as they no longer decided the
goals of the organization because the corporate raiders laid down their
expectations. The significance of this is still largely unrecognized. If the
strategic agenda is no longer being set by the CEO and the pension funds
have taken the role of corporate raider and now set the agenda, how are
strategic wealth creation decisions and preferences formed? Let’s also
examine in more detail the other two revolutions that raised customer
expectations and widened customer choice.

And customers expected more!

As the Japanese viewed the western industrialized economies in the 1950s,
they realized that to win they needed to combine external competition
with internal collaboration; this was a form of supply chain management
or what we might term ‘lean thinking’ today. They understood that the
industrialized economy was driven by a system that promoted the view
that total competition was good. One only has to examine an army during
battle to realize that success is achieved through internal collaboration that
combines to defeat the external competition. This realization was the
source of their sustainable competitive advantage. 

The de-motivation of individuals is common in many organizations that
encourage ambition but have few opportunities to reward the effort, com-
mitment and enthusiasm needed. The Japanese refocused ambition from
‘promotion’ to ‘shared destiny’. We in the west have still failed to learn this
lesson, which is the key to organizational commitment. Here, people are
brought in to the organization, encouraged to commit and give all their
energies, but after a few years they gradually realize that there is no possi-
bility of any reward and start to become what the corporate raiders call
‘dead wood’. Dead wood in this sense is a failure of the organization to
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develop human potential because it promotes internal competition but
lacks the means to direct and reward it.

The Japanese, however, developed a structure that seemed fair, and was
in each individual’s interest to commit to the organization; the group was
therefore more important than the individual. The collapse of Japanese
dominance also reinforces the view that, at a certain point, systems begin
to control people as the dominant theme was to reduce people’s aspira-
tions to lead and commit to following the precise orders of others. The eco-
nomic advantages developed on the back of technological innovation
were undermined as the banking system in Japan took on a drive of its
own and many decisions were made that seemed reasonable at the time
but were later viewed in complete disbelief. That is, false assumptions
were allowed to steer beliefs. The functions of the economic model were
not all healthy and some malfunctions were allowed to compromise the
whole system.

Also, the 1990s witnessed the impact of mobile phones, and the Internet
began to unfold. If we pushed all the technology to one side for a moment,
what we saw was a new and better way for people to communicate.
Managers could phone their secretary from a plane flying over the Atlantic
and start the day’s work before they even entered the office. The
enhanced communication has led to an acceleration of business and pro-
duction capabilities, enabled by the role of technology. From the point of
view of a customer, the communication revolution was fantastic. People
were no longer limited to purchasing their holiday from the three agents
in the local mall. They could use Teletext, a mobile phone or the Internet to
search out a better deal. Suddenly they had many more choices and smart
companies realized that value was about making certain that customers
preferred their deals. From the point of view of businesses that previously
relied on location and consumer ignorance to ‘catch’ customers, competi-
tion got tougher and their market share receded. Customers had no longer
to tolerate arrogant managers who controlled the supply chain. At the flick
of a button they could find 20 or more rivals who had a better ‘wallet-side’
manner. 

As this book is being written, the UK has still not fully woken up to what
the Internet means and many business leaders think e-business will be a
fad that will eventually go away. They yearn for the old system to re-
emerge so that everything will return to the old ways of exclusivity and
control. No matter what is said, they cannot believe that their whole out-
look is based on an economic system that is under attack. When
Perestroika impacted Russia, we saw evidence on the TV as people top-
pled statues of Stalin and Lenin and the Berlin Wall was pushed over. The
same thing is happening here but rather than see people pushing statues
of Henry Ford over we can recognize Smith’s ‘invisible hand’ shutting
down production plants in the UK. This is not a revolution against any
specific country. It’s about the economic system now being able to offer
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customers wide-ranging choices. Customers are explaining to modern
management that they control revenue as they vote with their credit
cards. All modern management control are internal costs, resources, inter-
nal intelligence levels and internal creativity. 

Communication technologies have changed the way business is 
conducted. That’s why the old economy has ebbed even if many still fail 
to see it. In this chapter we have explained how people get sucked into 
a particular way of seeing things and how difficult it is to elucidate that
their decisions and beliefs have been dictated by systemic forces rather
than from free thinking. The aim is to make sure that you, the reader,
engage with this book in a way that goes further than the learning of a 
particular methodology, and that you start out on a journey to become a
value leader.

Summary

In this chapter we have discussed how systems develop into paradigms
and perspectives (e.g. expectations that other systems impose) that influ-
ence our beliefs and values. We explained this as ‘Value of Knowledge’ to
make it explicit that the only type of knowledge that we consider to be 
of worth is that which is based on a truth that links artificial systems with
natural ones. To become value leaders we must be conscious of this in
order to avoid following trends slavishly when we can choose to lead them. 

We have also discussed how the current global economic system is
emerging and how Old World economies are being forced to change as
customers gain more power over the actions of organizations. That is, the
Internet will become a key battleground in the search for revenue growth.
Institutional investors are seen as the neo-strategy makers as they set 
corporate goals. The role of the CEO and corporate management is shift-
ing to what was typically upper middle management type thinking. The
new breed of CEOs are told what results to deliver and then have to think
of ways to deliver them. A basic requirement of any organization is that its
production time needs to be quicker, its prices cheaper and the quality 
better than any of its rivals. But this capability is no longer a source of com-
petitive advantage; it is a basic function that customers expect. Competitive
advantage in the new economy comes from the creative results that are
now commonplace expectations of fickle customers.

In the next chapters you will read about tools and techniques. You will
see them as processes aimed at providing the functions that a VE facilita-
tor must perform in the search for technological innovation. As a facilita-
tor of value improving processes, your new goal will be to help people
who ‘follow’ to move to a better system that has more value. Once inside 
a value workshop you will help those people to see, with greater clarity,
what to achieve and how to achieve it. But this capability requires you to
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assess your own knowledge, its truth, and the skills needed so that you
can think beyond this book and become a better leader of value creation.

Conclusion

This chapter has presented the case for value leadership by examining the
advantage of rational thinking in decision-making. It has argued that we
need to think clearly and that this is difficult to achieve without thinking
tools. Its purpose was to set the scene for subsequent chapters where we
cut through many layers of thinking to focus on how to get technological
advantages and use them as a source of competitive advantage. At the
heart of this chapter was the belief that we cannot trust opinions but must
seek out objective truths. The next chapter moves from this general dis-
cussion to one set in the context of the organization. If we are to help you
to become a value leader then you must understand the entity you are to
direct and the pressures it currently faces as we move from an industrial to
a post-industrial society.
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