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PREFACE 

SOURCES OF EXCELLENCE 
An Unorthodox Inquiry into Quality 

in Recent U.S. Presidencies, 
in Business Leadership, 
in Management Education, 
in Adam Smith's Ethics, 
and in Pythagorean Mathematics 

This book is an u n o r t h o d o x coun te r t ex t that t races back th rough A m e r i c a n 
political and business history to the sources of modern thought and beyond. 

In search of the sources of excel lence - in search of the sources of true quality and. 
thus, of true quality improvement - this book returns all the way back to the early 
Greek integration of politics, ethics, and mathemat ics . 

Nor is this book merely the au tho r ' s univocal jou rney into the past. Instead, 
through its lecture and discussion format, complemented by photographs of works 
of art that were shown and discussed at the lectures, the book seeks to invoke and 
provoke each reader ' s own journey into his or her own exper ience. 

T h e book is in tended for liberal arts undergradua tes , for mas ters s tudents in 
business, public administrat ion, or education, and for doctoral students in the social 
s c i e n c e s , as w e l l a s for p r a c t i c i n g e x e c u t i v e s a n d s c h o l a r s w h o w i s h to 
chal lenge themselves with a daunting ideal of lifelong, axiom-transforming action 
learning. T h e book argues that such t ransforming learning is a key to qual i ty 
improvemen t , practical efficacy, and exce l lence in the near - te rm, as well as to 
personal , corporate , and social development over the long-term. 

Sources of Excellence swims against the current of most of managerial educa­
tion, as well as most of discipl ine-based arts and sciences courses over the past 
generat ion. It will not become - and it should not become - a primary text in any 
d i s c i p l i n e . Ins tead , it can bes t se rve as a c o m p l e m e n t a r y text in any o n e of 
several d i sc ip l ines : in m a n a g e m e n t or poli t ical theory : in A m e r i c a n his tory or 
economics ; or in phi losophy of science, ethics, or aesthetics. 

The a rgument of the book is that personal , corpora te , and social welfare are 
increas ing ly genera ted as each person , g roup , and o rgan iza t ion exerc i ses four 
great, intertwining leadership virtues. 

T h e first and the p r imary vir tue is the con t inua l work toward deve lop ing a 
shared vision that is at once demanding and inclusive. 
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The second (and properly secondary) leadership virtue is a strategic capaci ty 
for exercis ing power in a fashion that s imultaneously encourages discipline and 
f reedom, product ivi ty and inquiry, prosperi ty and jus t ice . The third virtue is a 
c a p a c i t y fo r m o m e n t - t o - m o m e n t , t i m e l y a r t i s t r y in s p e e c h , g e s t u r e , 
and movement . 

And the fourth great leadership virtue is the capacity to create envi ronments -
not in removed, ivory tower settings but rather in the midst of ongoing action - that 
he igh ten a w a r e n e s s and lea rn ing from e x p e r i e n c e , i nc lud ing t r ans fo rmat iona l 
learning that changes o n e ' s very assumpt ions and frameworks. 

In o r d e r t o e n c o u r a g e o u r c i t i z e n s in g e n e r a l - a n d o u r c o r p o r a t e 
manage r s , not-for-profit execu t ives , and g o v e r n m e n t officials in par t icular - to 
develop these four intertwining virtues of execut ive leadership, we must re-vision 
our own history and re-conceive our ways of thinking about political and economic 
issues. Nei ther the convent iona l , conserva t ive . Republ ican posture of reducing 
government and unfettering the free market , nor the convent ional , interventionist . 
D e m o c r a t i c pos tu re of us ing g o v e r n m e n t to cen t ra l ly g u i d e the e c o n o m y and 
inc rease its fa i rness speaks to ou r o w n spir i tual or prac t ica l d i l e m m a s in this 
decadent , pos t -modern period, here in the United States. 

Still less does this whole way of defining and differentiating the political spec­
trum between market and statist poles address the global d i l emmas of a unit ing 
Europe , of a fragmenting Asia, or of a southern hemisphere that is by and large 
worse off after two centuries of c o m m a n d capital ism than before. 

W h a t p o l i t i c a l - e c o n o m i c a p p r o a c h d o e s s p e a k t o o u r t i m e s h a s y e t 
to e m e r g e in p rac t ica l , h i s to ry -c rea t ing t e rms . T h e a p p r o a c h that this au tho r 
envis ions will emerge gradual ly (and by no means fully) as the following lectures 
and discussions trace the political economy of the United States backwards through 
history from our current malaise . 

The discussion periods following each lecture, as well as the awareness-exercis­
e s a n d w o r k s o f a r t i n t r o d u c e d at e a c h l e c t u r e a r e a s s i g n i f i c a n t a s t h e 
lec tures t hemse lves . Here , the reader e n g a g e s with the lectures as even t s and 
as a t t empt s to d e m o n s t r a t e the kind of l eade r sh ip and the kind of a w a r e n e s s -
transforming learning that is being discussed in the lectures. Here, the reader gets 
to hear the quest ions others had as they heard the lectures and compare them to his 
or her o w n quest ions . From the discuss ions , the awareness exercises , and the art 
work, the reader may begin to gain an inkling of what the author really m e a n s 
by the u p s t r e a m s w i m m i n g that he r e g a r d s as an e s sen t i a l e l e m e n t of g rea t , 
visioning leadership. 

T h e Book ' s Evolut ion 
This book began as a series of lectures - first offered during the fall of 1980 to 

M B A students at the Carroll School of Managemen t at Boston Col lege - on the his­
tory and phi losophy of the United Sta tes ' e conomy and business culture. 
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At that t ime, the lectures both paralleled and presented a different point of view 
from. Robert Hei lbronner ' s The Making of Economic Society.' The liberal econo­
mist Hei lbronner saw m o d e m market society, with all its b lemishes , as a clear tri­
umph of progress over traditional economies and transitional c o m m a n d economies , 
such as the Soviet Union. By contrast , these lectures sought to provoke students to 
consider seriously the ancient Athenian ideal of a corporate polity and of a form of 
human inquiry that interweaves ethical, mathemat ical , political, and economic con­
ce rns . T h e lectures a rgued and i l lustrated that the anc ien t Per ic lean-Socra t i c -
Pythagorean ideal of executive leadership and corporate deve lopment is at once a 
higher ideal than the contemporary image of "economic man , " a more comple te 
descript ion of actual business affairs, and a more practical guide for o n e ' s own 
leaderly actions than short-term profits. 

C a n d o r requi res the confess ion that - h o w e v e r m a n y occas iona l sparks flew 
f r o m t h e d i a l e c t i c b e t w e e n H e i l b r o n n e r a n d t h e l e c t u r e s , a n d b e t w e e n 
the dynamic lecturer and his students - the original sequence was a dismal failure. 
The early chapters of Heilbronner and the early lectures intended to complemen t 
those chapters followed the eminent ly conventional historical method of starting 
from the past and p roceed ing toward the present . T h e s t u d e n t s ' reac t ion was 
not to read the material , particularly not the material on Greek thought, because 
it was "irrelevant ." 

At tempt ing to learn from his exper ience , the lecturer reversed the sequence the 
fo l lowing year, s tar t ing from the present and work ing back to ancient Athens . 
Al though students were irritated to be reading the Hei lbronner book from back to 
front (despite the lecturer 's advice that all didactic books are best so read the first 
t ime) , the course was far more successful. 

Of course , one does not know what made the difference. W a s it in fact this 
change in sequence? Or was it some other flavoring in the cl imate of the t imes, 
such as the fact that the lecturer - finding that his students correctly assessed him as 
" r a d i c a l , " bu t n e g l e c t e d to r e c o g n i z e tha t he w a s a r a d i c a l conservative -
let slip in after-class conversat ion that he had voted for Reagan in 1980? 

In a n y e v e n t , t h e n e w s e q u e n c e r e m a i n e d in p l a c e , a n d t h e l e c t u r e s 
gradually formalized themselves into readings, then into the public lecture series, 
and that scries has now been edited into this book (as well as into five one-hour 
videotapes) . But even now, the reader should beware of treating what follows as 
authoritat ive. It is still intended as provocat ive , not as authoritat ive. In keeping 
with this intention, the lectures are not presented in scholarly, footnoted fashion, 
though supplemental bibl iographies are appended to each of the final two lectures. 

Through the years , the M B A students w h o have read these lectures have been 
asked to read, not only Heilbronner alongside, but also such varied works as Paul 

' Heilbronner, R. 19X0. The Making of Economic Society (6th ed.l. tnglewood Cliffs NJ: 
Prentice-Hall. 
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J o h n s o n ' s Modern Times, Freeman D y s o n ' s Disturbing the Universe, Margueri te 
Yourcenar ' s Memoirs of Hadrian (far and away the most popular among students 
after init ial s k e p t i c i s m ) . Rober t A x e l r o d ' s The Evolution of Cooperation, or 
Alistair Mac ln ty re ' s After Virtue. And, of course , these students are studying con­
v e n t i o n a l m i c r o a n d m a c r o e c o n o m i c t h e o r y ( a s w e l l as 
account ing, market ing, statistics, and organizational behavior) at the same t ime. 

These contextual factors are not the only ones that may have been critical to 
whatever provocat ion the following pages have exercised up till now. and that are 
largely missing from this book. Another contextual factor is that students have 
known the lecturer w h o directs discussion on these rather distant historical and 
philosophical topics primarily as a person dedicated to the pragmatics of effective 
action on a day-to-day basis - as a dean w h o counsels them on comple t ing their 
program and as a consul tant w h o coordinates the work of some sixteen student 
teams working with companies each year, as well as conduct ing his own consult­
ing pract ice and sitt ing on several Boards of Directors . As unlikely as it may 
in i t ia l ly s e e m to t h e m that the f o l l o w i n g l ec tu res c o u l d pos i t i ve ly in f luence 
anyone ' s day-to-day practice, these students are repeatedly faced by someone w h o 
is at least somewhat credible in practical terms - w h o is commit ted to the effective 
m i c r o - m a n a g i n g of speech in each manage r i a l e n c o u n t e r and to the effect ive 
s t ra tegic focus ing of o rgan i za t i ons for a g iven era , as well as to the effect ive 
refraining of o n e ' s very a s sumpt ions , o n e ' s very miss ion - o n e ' s very vision -
w h e n e v e r the oppor tun i ty a r i s e s . - T h u s , the s tudents k n o w , in a way that the 
readers of this book cannot , that the abstract, macrohistorical perspect ive of this 
book is not the au thor ' s pr imary or vocational perspect ive. 

W h i l e all t h e s e f a c t o r s m i l i t a t e a g a i n s t t h i s c o l d b o o k , t h e r e a r e s o m e 
contextual factors associated with the historical moment of the mid-1990s that are 
probably more favorable to the reading of this book than the 1980s and early 1990s 
were. The advent of the Clinton presidency represents a victory for the view that 
v is ionary execu t ive leadersh ip and s t ra tegical ly effect ive o rgan iz ing - not jus t 
short- term manipulat ion and blind market forces - play a central role in economic 
w e l l - b e i n g ( the ac tual c o n d u c t of the C l in ton W h i t e H o u s e m a y turn out to 
be quite another matter!) . 

At the same t ime, financial exper t s are perp lexingly d i scover ing that invest­
ments in socially responsible firms do not result in a sacrifice in financial return, as 
has repeatedly been assumed must be the case when one so narrows o n e ' s portfo­
lio, but ra ther result in above-ave rage financial re turns . Does this suggest that 

' T h e t i t l e s o f s o m e o f the a u t h o r ' s o t h e r b o o k s s u g g e s t h i s p r a g m a t i c 
cast: Learning from Experience ( N e w York N Y : C o l u m b i a Univers i ty Press. 1473); Managing the 
Corporate Dream: Restructuring for Long-Term Success ( H o m e w o o d IL: D o w Jones-Irwin. 1987); 
The line Challenge of Continual Quality Improvement (co-author Dal Fisher; Maidenhead. England: 
McGraw-Hi l l , 1994) . 
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visionary, responsible leadership that sets higher aims than merely the maximiza­
tion of short-term profit tends to result in higher profits as well? 

On the intellectual scene. Amitai Etz ioni ' s development of the Society for the 
A d v a n c e m e n t of S o c i o - E c o n o m i c s in recen t yea r s is s u p p o r t i n g a hea r t en ing 
e x p a n s i o n of in t e re s t in the w a y s in w h i c h e t h i c s , p o l i t i c s , and e c o n o m i c s 
interweave, both in theory and in everyday life. Today, the message that integrat­
ing the ethical , the political, and the economic does not distract from economic 
performance so much as it can improve it does not sound so alien as in the 1980s. 

F i n a l l y , w i t h t he full a u t h o r i t y of a u t h o r s h i p . I r e g a r d t h i s b o o k as an 
ama teu r ' s inquiry into quali ty, not a profess ional ' s . This characterizat ion is not 
meant to shield the book from crit icism. Instead, the word amateur is meant to 
display proudly its own French etymological root. For an amateur is a lover of the 
activity in quest ion - one w h o performs the activity for its own sake primari ly, 
rather than for the ou tcomes it may yield. All true quality improvement and all 
true excel lence, the book argues, comes from a commi tmen t that goes beyond that 
of a professional to that of an amateur. 

In closing, thanks and gratitude are due the co-sponsors of the 1993 Sources of 
Excellence l ec ture se r i e s , he ld at B o s t o n C o l l e g e . T h e c o s p o n s o r s w e r e the 
Andersen Consul t ing Fund, the Boston College M B A / P h . D . in Sociology Program, 
t he B o s t o n M a n a g e m e n t C o n s o r t i u m . F r a n k l i n R e s e a r c h & D e v e l o p m e n t 
Corporat ion, and Pilgrim Health Care. I feel an even greater daily gratitude to my 
ass i s tan t , B e n y a m i n L ich tens t e in , w h o has m a n a g e d all a spec t s of the publ ic 
lectures, the video edit ing, and the publication of this book. His good spirits and 
his dedication to excel lence permeate this endeavor . Thank you. Benyamin. 

Bill Torbert 
October . 1993 
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INTRODUCTION 

VISIONS OF DEVELOPMENT 
in Business, Government, 
and Education 

WILLIAM R. TORBERT 
Carroll School of Management, Boston College 

Good evening: and thank you for jo in ing me and one another on this auspicious 
holiday that honors two of Amer i ca ' s greatest leaders - George Washington, a 

pr ime creator of this union, and Abraham Lincoln, a pr ime re-creator of this union. 

This lecture series as a whole is meant to honor, to illustrate, and to encourage 
excellence in action. Excel lence in action is synonymous with great leadership 
that creates a union - that creates a unit of human experience - that creates a polity, 
a family, or a corporat ion. Great leadership generates excel lence in action from 
others as well as from oneself. Moreover , to do so, great leadership exercises a 
rare type of power that I call t ransforming power . Transforming power is vulnera­
ble, relational, and mutual i ty-enhancing. In terms of gender stereotypes it is more 
feminine than mascul ine . Thus , the kind of leadership and excel lence in action that 
I am d i s c u s s i n g is not an e s sen t i a l l y el i t is t , h i e r a r ch i ca l , m a s c u l i n e c o n c e p t . 
A n y o n e and everyone in a social unit can potent ial ly exerc ise such leadership . 
But . in fact, very few p e r s o n s , i nc lud ing very few duly appo in t ed or e l ec ted 
leaders, do exercise this kind of leadership. 

W h y ? Because great union-generat ing leadership not only leads us downs t ream 
toward particular accompl ishments , such as particular units of production; but also 
- and this is much the more difficult and rare quality of truly great leadership - it 
leads us upstream.. . against the current. . . against the current assumptions. . . great 
leadership leads us up and back behind all assumpt ions , to the actual exper ience of 
the very sources of excel lence. This actual experience of the springs of excel lence 
anoints each act of him or her w h o learns the art of continually swimming against 
the current, rather than merely 'going with the flow. ' 

If you ask me for examples of such upstream leadership here at the outset, I will 
mention, by way also of thanking them, several of the co-sponsors of this event . 
As a first example of ups t ream leadership , I wish to ment ion Joan Bavaria . A 
decade ago . peop le a s s u m e d that if anyone was foolish enough to invest their 
money based on social and ethical criteria - rather than financial criteria alone - he 
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or she would pay by receiving a lower financial return. Joan Bavar ia -a rguably the 
founder of social inves t ing as well as of Frankl in Research and D e v e l o p m e n t 
Corporat ion, and writer of the Valde/ . Pr inciples- led the way in creating a whole 
new industry, and we are now discovering that companies with responsible ethical, 
social, and environmental practices are frequently better financial investments than 
an average company . 

As a second example of upst ream leadership. I wish to ment ion Bob Krim. A 
decade ago everyone knew that Boston city government was the last city in the 
United States where you would find city emp loyees ' performance appraised on the 
basis of merit. Bob Krim. the first graduate of the BC M B A - P h . D . in Sociology 
program came a long and changed ull—initially functioning as an intrapreneurial 
Boston middle manager , and then, in an act of public entrepreneurship , creat ing 
the Bos ton M a n a g e m e n t C o n s o r t i u m which now br ings the resources of s o m e 
80 Boston area compan ies into play in improving city services. 

As a third example of upstream leadership. 1 wish to ment ion Allan Greenberg 
Today , newspaper headlines are full of our national health care problems, and local 
papers have frequently brought the troubles of Blue Cross /Blue Shield and of Bay 
State Health Care to our attention. Meanwhi le . Allan Greenberg has been piloting 
Pi lgr im Heal th Care into a posi t ion of the s t a t e ' s most rapidly g r o w i n g , most 
cus tomer - r e spons ive -Consumer Reports ranked Pilgrim first in their summer t ime 
national su rvey-and lowest administrat ive cost managed health care organizat ion, 
with a deep c o m m i t m e n t to an ongo ing qual i ty i m p r o v e m e n t p rog ram. It is a 
model not of this era in the health care industry, but for the next era of the health 
care industry. 

I thank these leaders at the outset of these events for their example , and I thank 
them as well tonight, along with the other co-sponsors and my assistant, Benyamin 
Liechtenstein, for their help in making these lectures possible. 

T h e k ind of a g a i n s t - t h e c u r r e n t , u p s t r e a m l e a d e r s h i p tha t J o a n Bavaria, 
Bob Krim, and Allan Greenberg exemplify is an essentially medi ta t ive, inquiring 
direct ion of leadership . This medi ta t ive , inquiring direct ion is also reflected in 
many his tor ic poli t ical speeches . For speech is. p roper ly , not the oppos i t e of 
action, but its very essence. Not as we often say. "Stop talking, start act ing", as 
though they were the opposi te . T h a t ' s only ineffective incoherent talk. True talk, 
g o o d talk, e f fec t ive talk is the very e s s e n c e of ac t ion . S p e e c h can ques t i on 
assumpt ions and invite dia logue. Speech can frame purposes and interactions and 
it can point in direct ions. Very rarely do we find people w h o do all those at once . 
Cons ider Wash ing ton ' s Farewell Address that has influenced all of our subsequent 
his tory; or L inco ln ' s Ge t tysburg Address , which may have m a d e it poss ible to 
redress the wounds of that great civil war. Cons ider Martin Luther K ing ' s Letters 
from a B i r m i n g h a m Jai l ; or-and we ' l l get to this in the fifth l ec tu re -Per ic les" 
Funeral Orat ion, which defines Athens as a great school , in the same way that 
James Wilson, one of the first Supreme Court justices, defined the United States as 
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a great school. But w e ' v e lost the sense of what that really could mean. 1 hope we 
retrieve this sense of public lite as adult schooling by the end of these lectures. 

There is a phrase that evokes this meditat ive, inquiring upstream quality of great 
leadership - and. as tonishingly , the identical phrase is found at the heart of the 
practice of two otherwise extraordinari ly different traditions - namely, the Jesuit 
tradition and the Tibetan Buddhist tradition. The phrase is, s imply. 

"meditat ion in act ion." 

M e d i t a t i o n - i n - a c t i o n - the p h r a s e s u g g e s t s that f ina l ly , g r ea t l e a d e r s h i p 
integrates the downst ream movement of doing business - of accomplishing particu­
lar tasks - and the less familiar, less visible upstream movement of meditat ive self- 
quest ioning self-education - of quest ioning assumpt ions , of widening o n e ' s vision. 

What such meditat ion-in-action involves - and what the signs of such question­
ing of assumpt ions are - these are quest ions these lectures will edge toward and 
attempt to illustrate. My wish is to speak provocatively more than authoritatively, 
and there will be plenty of t ime for discussion after each lecture. 1 hope that you 
will not just question me . but offer your own commen t s to aj] of the rest of us. so 
that a genuine ongoing conversat ion develops over the course of these occasions . 
If ou r d ia log ic d i scuss ions each t ime are any good , they should i l lustrate this 
meditat ive action of great leadership even better than the lectures themselves . 

Even before we get to that discussion, however , we might join together in trying 
to exerc i se ups t ream leadersh ip for jus t a minu te . I jus t recent ly heard that a 
survey of private s c h o o l s - n o n e of them Q u a k e r or Fr iends schools , because as 
s o m e of you know the Q u a k e r s have a t radi t ion of s i l e n c e - f o u n d that one of 
the e l emen t s of the more successful schools was that at the beg inn ing of each 
adminis t ra t ive meet ing and class they would have a momen t of s i lence. What 
people do in these silences is of course their ow n business. 

But we have words for trying to swim upstream in s i l e n c e - ' p r a y e r " . '"medita­
t ion", ""inquiry". And I 'd like to ask you if you would join me for just a short 
minute of si lence, that could bring us together in a different way. and that could be 
part of your attempt as I cont inue to talk, to listen in a way that ' s not just glued to 
my words but is vour own inquiring at the same time as you ' re listening. So if 
you ' l l join me for just a short t ime, we can try to go there together. 

Pause for a minute of silence 

I might also bring your attention to this bronze sculpture- i ts name is "Standing 
Lightning". It 's a wonderful symbol of what can happen at a moment in which one 
tries to move back upstream toward the heavens at the same t ime as one cont inues 
to act on earth. There can be moment s of i l lumination, and such momen t s have a 
certain claim to eternity, just as this bronze statue does. 
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The sculptor, despite gett ing an M B A from Harvard, is so shy that if he were 
here he wou ldn ' t want me to introduce him. He does wonderful work, that can 
serve as reminders that there is this other reality besides the one I 'm stuck to at a 
given moment . 

Tha t m o m e n t of s i lence, and this sculpture , may sugges t to us that ups t ream 
quest ioning of assumpt ions need not be imagined as a necessarily verbal process. 
I don ' t think upstream quest ioning is necessari ly verbal. It is also not necessarily a 
grave process . In fact, upstream swimming requires going against the grave, going 
against gravity . It requires attuning ourselves to the d imension of levity. 

In this regard, I was delighted to read the interview in T I M E magazine with Bill 
and Hillary Clinton just after their election. When the editors asked what they said 
to one a n o t h e r w h e n they w o k e up the m o r n i n g after the e lec t ion , P res iden t 
Clinton responded , "She looked at me , and I looked at her, and we jus t started 
laughing." In such levity I read the potential - not the actuality, just the potential -
for ups t r eam leadersh ip . G o d k n o w s , the C l in tons are go ing to need all their 
ebul l ience during the coming years . 

On the other hand, by no means all of President C l in ton ' s words and actions 
have seemed to me to point to a potential for upstream leadership. For example , 
the metaphor in his Inaugural Address about "forcing spr ing" struck me as a deeply 
disturbing symbol of technocratic self-seriousness. Moreover , the theme that was 
missing from Cl in ton ' s Inaugural Address also struck me as significant - the New 
Covenant theme that he ment ioned early in his campaign that has not reappeared. 
Like B u s h ' s New World Order theme which he seemed to grow forgetful about, 
the N e w C o v e n a n t t h e m e t h r o w s up a m o m e n t a r y v i s ion of s o m e n e w k ind 
of union. But such a theme must be sounded and re-sounded, articulated and re-
ar t iculated, e m b o d i e d and r e -embod ied in eve ryday act ion to d r aw more of us 
upstream toward wider vision. When such themes are ment ioned and then dropped 
by publ ic leaders , all l anguage begins to lose its p romise - b e c o m e s v iewed as 
mere posturing. 

One ques t ion for the future - a ques t ion that we must swim ups t ream to ask 
again and again - a quest ion that we must learn to ask and answer in dialogue with 
other cul tures around the world - one such quest ion is. "What kind of new union 
are we seeking? What kind of new personal and world order, based on what kind 
of new personal and global covenant , do we wish to cons t ruc t?" In order to help us 
ask this quest ion of our future, these five lectures at tempt to remove the historical 
assumpt ions that blinker our vision, that keep us from swimming back upstream 
toward widening vision. 

A Preview of the Five Lectures 
W h e n I first o f fe red t he se l ec tu re s to M B A s t u d e n t s , in the c o n v e n t i o n a l 

sequence from the past to the present , they d idn ' t much listen. After all, what 
p o s s i b l e r e l e v a n c e c o u l d a n y t h i n g tha t h a p p e n e d in 4 0 0 B C in A t h e n s or 
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in 1453 A D in Byzant ium, or in 1759 in Scotland or in 1881 in Philadelphia have 
for today ' s business problems? I decided to respond to the M B A ' s underwhelming 
enthusiasm, even though I did not agree with them. So. I changed the order of the 
lectures the fo l lowing year: I started b a c k w a r d s from the present , and thereby 
discovered by accident what the real logic of this lecture series is. 

I d iscovered that what I am at tempting to do is to characterize the assumpt ions 
which, like parentheses, enclose each wider era. The at tempt is to see, and perhaps 
e v e n see t h r o u g h - a n d t h e r e b y to a smal l d e g r e e d i s s o l v e , e a c h w i d e r set of 
p a r e n t h e s e s , m o v i n g g r a d u a l l y b a c k w a r d s , u p s t r e a m t o w a r d the very s o u r c e 
of unfettered vision itself. 

Please take a look at the following outline of this lecture series (see text be low) , 
and you may wish to ask a few quest ions about our overall direction before I start 
in on the first lecture. 

/ am interested in tonight because of the title. I'm wondering what you 
mean by "decadence"? 

Decadence occurs as the boundar ies of a unit stiffen, become fragile, and cease 
to reliably bound the unit. The unit ceases to reliably be a unit. In human, political 
terms, decadence occurs when a sense of c o m m o n d i lemma and c o m m o n purpose 
dec l ines , or w h e n a sense of shared m e a n i n g and va lue dec rease s . A society 
becomes decadent when a culture loses even the sense that there can be a shared 
purpose, and that a continual re-searching for i t -a continual upstream s w i m m i n g -
is wor thwhi le . 

So. in my view, the absence of leadership that integrates upst ream re - sea rch 
with downs t ream accompl ishment generates decadence; whereas the presence of 
such leadersh ip genera tes g rowth . Ton igh t . I 'm go ing to try to i l lustrate the 
absence of upstream leadership by looking at the last 30 years, and I 'm going to 
look at our presidents briefly, and in some senses stereotypically, because those are 
people that we all know, so they ' re examples that we share, more or less. 

So you 're using "decadence " as in decay or stagnation, and not growth.... Not 
big, juicy Decadence... \ laughter! | 

Wel l , both. There gets to be a kind of rapid alternation during a decadent period 
between a dryness and despair and a ju ic iness and over r ipeness and ripping apart 
of the boundaries of the fruits. 

Outl ine of the five lectures 
Ton igh t ' s lecture argues that the thirty years between President K e n n e d y ' s 

assassination and the present deserve to be considered a period of decadence -
not the terminal decadence of fin dc ciecle Vienna at the end of the Hapsburg 
E m p i r e , we can hope , but d e c a d e n c e neve r the l e s s . 1 will sugges t that the 
sources of this decadence are to be found in the absence of against- the-current . 
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u p s t r e a m - s w i m m i n g l e a d e r s h i p . A n d 1 w i l l o f f e r an i n i t i a l 
de f in i t i on of the four i n t e r t w i n i n g s t r e n g t h s or v i r t u e s of such u p s t r e a m 
l e a d e r s h i p that each of us can cu l t i va t e in ou r pa r t i cu l a r sphe re of work , 
in o u r p a r t i c u l a r s p h e r e of i n t i m a c y , a n d in o u r p a r t i c u l a r s p h e r e o f 
spiritual search. 

In the second lec ture . I a t tempt to leap n imbly to the obve r se a rgumen t . 
I will claim to have sighted upstream leadership in Franklin Delano Rooseve l t ' s 
p r e s i d e n c y a n d c e r t a i n o t h e r l e a d e r s h i p a c t s of t h e 1 9 3 3 - 6 3 
period in the history of the United States. And I will suggest that these acts -
not World War 11 and not the for- that- t ime-unprecedented governmental deficits 
- are primarily responsible for the world-his tor ical ly-unprecedented growth of 
the U.S. economy during that era. 

The third lecture will look back to the U.S. during the period between about 
1850 and 1933 - the period dur ing which manageria l capital ism evolved and 
managerial educat ion was first formalized, starting with the Whar ton School in 
1 8 8 1 . W h o r e m e m b e r s that J o s e p h W h a r t o n ' s m o t t o , w h i c h w o u l d read 
strangely across the Whar ton Schoo l ' s facade today, was "Work is love made 
visible"? Focusing on the examples of Andrew Carnegie and Sears & Roebuck 
in the late 1800s and the early 1900s. the lecture will illustrate what upstream 
leadership means - not jus t at the national level, as illustrated in the first two 
lectures - but in terms of a part icular ent repreneur ia l career and a par t icular 
company . This third lecture will also suggest that there is a powerful analogy 
between the U.S. political economy at the turn of the 20th century and the glob­
al political e conomy at the turn of the 21st century. Finally, the lecture will 
argue that management education as practiced during the past century - whether 
at the Whar ton School in Philadelphia or at the Carnegie Institute in Pittsburgh 
does not - let me repeat, does not -prepare its graduates to exercise upstream 
leadership of the sort that Joseph Whar ton and Andrew Carnegie themselves 
exercised. 

" W h y no t?" you may well ask. The third lecture will offer a prel iminary 
response to that quest ion, and the fourth lecture will cont inue in greater depth. 
The fourth lecture will at tempt to show two things. First, it will at tempt to show 
how A d a m Smi th ' s first book - The Theory of Moral Sentiments was . to put it 
s imply, wrong. Next, the fourth lecture will offer a modest analogical general­
ization of the foregoing point. Namely , it will suggest that the entire modern 
project - from the breaching of Byzan t ium ' s walls by the cannon, as well as the 
breaching of Ca tho l i c i sm ' s or thodoxy by the printing press, both in 1453 - is as 
wrong-headed and wrong-handed as A d a m Smith , and is wrong-headed and 
wrong-handed in the same way as A d a m Smith. The modern project has been 
to develop a type of science, a type of action, and a type of education that deals 
only with efficient causes and proximate consequences , not with the original 
sources or ult imate ends of action. 
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T h e a r g u m e n t wi l l be t h a t t h e m o d e r n t y p e of s e i e n e e , a c t i o n , a n d 
education draws us downs t ream, away from leadership that quest ions assump­
t i o n s , a n d t h a t A d a m S m i t h p l a y e d a k e y r o l e in t h e d e v e l o p m e n t 
of an e c o n o m i c t h e o r y w h i c h o b s c u r e s t he p r o f o u n d l e a d e r s h i p t ask of 
discovering and rediscovering the sources of excel lence. 

In the fifth lecture we will harken all the way back to Athens in the 5th centu­
ry B.C. - to Pythagoras ' kind of science, to Pericles ' kind of leadership, and to 
Socra tes ' kind of education. In the Greek term for excel lence - arete - a kind of 
exce l l ence that in tegra tes e th ics and efficacy - we will find one a l te rna t ive 
vision of deve lopment , more inclusive than the notion of economic deve lop­
men t . W e will a l so find o n e a l t e rna t ive p rac t i ce to cu r ren t To ta l Qua l i t y 
M a n a g e m e n t p r o g r a m s for s w i m m i n g u p s t r e a m t o w a r d t h e 
sources of excel lence. 

There are no references to the great religious leaders in here. When you 're 
talking about the sources of unfettered excellence, I'm kind of curious. Are you 
by purpose emphasizing the secular order of things? 

Well, I 'm starting more or less in the secular order of things. But by the fifth 
lecture I hope to return to Pythagorean mysticism and share a little bit about that. 
My next lecture series ten years from now will be entirely devoted to that issue.... 
And I hope I'll make enough commen t s to suggest that I do very much have spiri­
tual leaders in mind as well, a l though the interesting question is that we have not 
seen a full integration be tween the spiritual and the temporal . Perhaps the best 
e x a m p l e of such an in tegrat ion is G a n d h i . Mar t in Lu ther King pe rhaps . But 
Nietzsche said that what we need is a "Caesar with the heart of Chr is t" and we 

haven ' t seen that yet And you know what happened to Nietzsche (he went 

crazy) , so y o u ' d better watch out following his advice. 
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FIRST LECTURE ^ 

SOURCES OF 
DECADENCE: 

1 9 6 3 - 1 9 9 3 ^ •̂K ^ 

WILLIAM R. TORBERT 

Carroll School of Management, Boston College 

I date the beg inn ing of A m e r i c a ' s cur ren t dec l ine from Pres ident K e n n e d y ' s 
assassination on N o v e m b e r 22 . 1963. even though the decl ine became starkly 

visible only a decade later with the painful winding down of the Vietnam War . the 
first oil shock, and the Nixon-Waterga te grotesqueries . 

T h i s th i r ty y e a r pe r iod of d e c l i n e b e c a m e s ta rk ly a p p a r e n t in the r e d u c e d 
productivity, increasing inflation and national debt, and falling standard of living 
of the late 1970s, culminat ing in the deep recession of 1980-82. 

Even the apparent return to prosperity during the 198()'s. according to macro-
economic indicators, did not reverse the underlying decline in Amer i ca ' s industrial 
co re , the increase in u n e m p l o y m e n t ave rages , the con t inu ing reduc t ion in the 
standard of living for the average family unit, and the widening gap between the 
rich and the poor. 

This cont inuing decline became starkly visible once again in the recession and 
continuing stagnation of the early 1990s, leading up to the 1992 Presidential elec­
tion, in which one ordinari ly non-credible candidate garnered nearly 20 .000,000 
pro tes t vo t e s , wh i l e a n o t h e r o f t e n - n o n - c r e d i b l e c h a l l e n g e r de fea ted a s i t t ing 
President w h o had jus t acted as C o m m a n d e r - i n - C h i e f in the first Uni ted States 
wart ime victory in fifty years . 

President Bush was defeated because of his obvious lack of initiative or strategy 
for the economy, indelibly imprinted on our national subconscious by his inside 
out pe r fo rmance at a Japanese state d inner with bus iness leaders in January of 
1992. President Bush was defeated because of his obvious political exhaust ion and 
unattractiveness, as symbol ized by his inability to attract the full commi tmen t even 
ol his closest political handler. J ames Baker. President Bush was defeated because 
of his obvious lack of vision. 
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The argument of this lecture will be that the absence during the past thirty years , 
of lour great, intertwining virtues of execut ive leadership is primarily responsible 
for A m e r i c a ' s economic , political, and cultural decline. 

The first, the primary, and the most important leadership virtue is the capacity to 
articulate and to embody a vision, a dream, a promise that calls a people beyond 
t h e m s e l v e s , that ca l l s a p e o p l e to the task of u p s t r e a m s w i m m i n g , that ca l l s 
a people toward greater vision. For wi thout vision, nothing at all can b e c o m e 
evident , let a lone self-evident. Without vision, there are no self-evident truths, 
such as those upon which the unity of this Republ ic is constructed. 

The second, and properly secondary, leadership virtue is the exercise of power 
in a way that can make such d reams come true. By "such d r e a m s " I mean dreams 
of a par t icu la r k ind. I mean d r e a m s that ar t icula te the cha l l enge of ups t ream 
swimming , d reams that act to widen and deepen eve ryone ' s vision, d reams that 
b e c o m e inc rea s ing ly pub l i c , d r e a m s that he lp us to a w a k e n m o r e f requent ly 
beyond our il lusions. 

Table I: 

Four Leadership Virtues 
that Evoke Excellence 

I. Vision-ing 
G e n e r a t i n g i n c r e a s i n g l y w i d e n i n g a n d d e e p e n i n g 

v i s i o n t h r o u g h o u t t he fami ly , o r g a n i z a t i o n , o r s o c i e t y 

//. em-Power-ing 
E x e r c i s i n g p o w e r in an a p p r o p r i a t e l y v u l n e r a b l e , 

m u t u a l i t y - e n h a n c i n g , t r a n s f o r m i n g w a y 

///. Timing 
A r t i s t r y in a c t i o n ; p e r f o r m a n c e tha t w e a v e s t o g e t h e r 

t h e i m m e d i a t e , t he l o n g - t e r m , a n d t h e e t e r n a l 

IV School-ing 
C r e a t i n g l e a r n i n g o r g a n i z a t i o n s , w h e r e a d u l t s 

s i m u l t a n e o u s l y l ea rn a n d p r o d u c e 
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Such d r e a m s cannot be m a d e to c o m e true by a process of unilateral force. 
Hence, unilateral force - the only kind of power most people are aware of - is the 
least effective type of power from the point of view of genera t ing a widen ing , 
empower ing vision. I have character ized and illustrated exercises of a different 
t y p e of p o w e r - o f an e m p o w e r i n g t y p e o f p o w e r - i n m y r e c e n t b o o k 
The Power of Balance. Suffice it to say here, for the purposes of this introduction, 
that such exercises of power are counter- intui t ive and paradoxical in that, while 
they may even include the use of unilateral force in the short- term, their effect, 
in the longer - te rm and in wide r con tex t s , is to gene ra t e mutua l i ty ra ther than 
obedience and conformity. 

One of the primary arenas of human life wherein each of us needs to exercise a 
great deal more imaginat ive vision is this arena of how we exercise power - and 
this is true equal ly , it seems to m e . whe ther we imagine ourselves as relatively 
powerful or as relatively powerless in social terms today. 

A third, and proper ly ter t iary, great vir tue of l eadersh ip is art istry in act ion 
What the aesthetics of improvisational artistry in political action might look like 
and mean, we can scarcely imagine. But we do know that we are talking about an 
art that is p r i m a r i l y t e m p o r a l , l ike m u s i c , r a the r than p r i m a r i l y spa t i a l , l ike 
painting. Artistry in action is a matter of t imeliness. 

For example , there has been an argument for a hundred and forty years about 
whether Abraham Lincoln was truly concerned about emancipa t ing this country 
from slavery, or whe the r the Emanc ipa t ion Proc lamat ion was merely a tactical 
ploy to increase the likelihood of preserving the Union. The more carefully one 
studies what actually occurred, the more strongly one gains the impression that 
L i n c o l n ' s release of the Emanc ipa t ion Proc lamat ion was an act of impeccab le 
political t imel iness , which maximized the effectiveness of the decision for both 
ends at once -bo th the end of recreating the union and the end of creating a new 
empoweren t . a new mutuali ty, a new equality w ithin this union. 

A fourth and a lso abso lu te ly necessary vir tue of l eade r sh ip - tha t - in t eg ra t e s -
upst ream-inquiry-wi th-downstream-product iv i ty is the ability to transform organi­
zations into learning settings as well as product ive sett ings. Put at its s implest , 
a learn ing o r g a n i z a t i o n is one that fosters great l e ade r sh ip at more m o m e n t s 
from more of its members . 

Put in terms of the four virtues of great leadership that I have jus t enumera ted , a 
true learning organization is one where the vision, strategy, operat ions, and actual 
ou tcomes (e.g. sales) of organized activity are discussed. In a true learning organi­
zation, feedback about each of these four qualities - not just financial/economical 
information about revenues - is solicited. What each of the four quali t ies means 
and how to count it is a mat ter of publ ic d iscourse . For e x a m p l e , the relat ive 
artistry in act ion of any given organiza t iona l m e m b e r , as well as the var iance 
in percept ion and j u d g m e n t about artistrv in act ion, begins to b e c o m e publicly 
d i scuss ib le only if the o rgan iza t iona l pe r fo rmance a s ses smen t p rocess ga the rs 
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i n fo rma t ion abou t ac tua l p e r f o r m a n c e as wel l as o u t c o m e s , and g a t h e r s that 
information from peers and subordinates as well as from the superior. (Pilgrim 
Health Care and Franklin Research and Development Corporat ion are a m o n g the 
smal l v a n g u a r d of c o m p a n i e s that are t oday e x p e r i m e n t i n g wi th this k ind of 
mult i -sourced performance assessment . ) 

In addi t ion , in a learning organiza t ion , incongrui t ies a m o n g vision, s t ra tegy, 
performance, and ou tcome are discussed; and learning exper iments are conducted -
somet imes planned, more often spontaneous ly to genera te increasing a l ignment 
between widening vision and intended ou tcomes . 

This kind of learning-in-action involves identifying and learning from instances 
when effects arc not those intended, in order to exper iment with different ways of 
acting that result in increasingly achieving the ou tcomes desired. To learn while in 
action is difficult indeed. For learning-in-action requires publicly acknowledging 
error, raising o n e ' s own awareness (widening and intensifying o n e ' s vision) so as 
not to repeat the m i s t a k e , and e x p e r i m e n t i n g wi th c h a n g e d b e h a v i o r or even 
changed strategies. The M B A students here w h o have worked with me have had a 
taste of what this means on a day-to-day basis - how much energy, confusion, and 
satisfying breakthrough one encounters . 

This kind of learning-in-action - occurring s imultaneously at the personal , orga­
nizational, and societal scales - is the essence of continual quality improvement 
toward excel lence. 

The source of excellence, in other words, is a kind of attention that increas­
ingly spans the four qualities of experience - vision, power, action, and outcome 
- that 'tastes' and 'suffers' incongruities and disharmonies, and that turns 
toward greater harmony - 'turning, turning, till, at last' in the words of the old 
Shaker song that we heard again at President Clinton's Inauguration, 'we come 
round right.' 

The Kennedy Promise 
L e t us a p p l y t h i s m o d e l of g e n e r a t i v e l e a d e r s h i p to t h e P r e s i d e n c y o f 

John F. Kennedy. 

M a n y have recent ly a rgued that John F. Kennedy in fact accompl i shed little 
in his 1,000 d a y s in office and have marve l ed at how his c h a r i s m a swept us 
m o m e n t a r i l y in to an insubs tan t i a l C a m e l o t . A n d , of c o u r s e , no o n e can tell 
whether Kennedy would have delivered on his promise had he lived. But what I 
bel ieve was most important about K e n n e d y — w h a t I believe the United States has 
missed in its chief execut ives ever since that d a y — w a s precisely his promise . 

That he was young and s o m e h o w personal ly promis ing , like Bill Cl in ton , no 
doubt added to the power of his message . But I am talking about his d ream, his 
vision, his promise to use all of us in a noble mission. He chal lenged us to widen 
our vision from the very moment of his Inaugural Address ("Ask not what your 
country can do for you: ask what you can do for your country. . .") . He chal lenged 
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us to reach beyond ourselves, beyond our borders to bring the best we could offer 
to other countr ies - and it turned out that the best we could offer were young Peace 
C o r p s V o l u n t e e r s w i l l i ng to m e d i t a t e - i n - a c t i o n - w i l l i n g to s w i m u p s t r e a m 
quest ioning their own assumpt ions about how to help - willing to learn from those 
other countr ies . Kennedy chal lenged us to explore beyond the ea r th ' s boundar ies 
( leading eventual ly to the moon landing). He chal lenged us to make civil rights a 
living reality in this country. 

And. by the way. I don ' t think most of us appreciate what great ambassadors 
those early Peace Corps volunteers were . I happened to be in Somal ia at that t ime 
and s aw in m a n y an I s l a m i c hut the p h o t o s of P e a c e C o r p s V o l u n t e e r s , of 
John Kennedy, and of Pope John XXIII . 

K e n n e d y ' s p romise was not his only leadership virtue, but it was his leading 
vir tue, and it was p rofoundly impor tan t that he led with his p romise - that he 
repeatedly articulated this ennobl ing sense of mission. 

Nowadays , the fact that Kennedy was also an unblinkingly realistic manager of 
power , usually just outside the public eye . is t rumpeted about as though it puts the 
lie to his p r o m i s e . Even m o r e r ecen t ly , in k e e p i n g wi th ou r d e c a d e n t s l ide , 
d i s cou r se has shifted from ana lys i s of his exe rc i se of pub l ic p o w e r to s tor ies 
about his personal life. Now. it is true that one may exercise power in ways that 
contradict o n e ' s dreams. But one must in fact exercise power , with clear mind, 
prudent eye . obedient mouth, and unshaking hand, if one is to real-ize anything, if 
one is to make d reams come true at all. 

K e n n e d y ' s sense of t iming during campa igns and his wi l l ingness to alternate 
pressure toward some ideal with c o m p r o m i s e and even benign neglect is some­
t imes used as evidence of his lack of true commi tmen t to those ideals; but only by 
persons with little or no experience of the infinite complexi t ies and subtleties of 
manag ing . K e n n e d y ' s wi l l ingness to exercise power shrewdly , and his general 
abil i ty to subord ina te the exe rc i se of p o w e r to the p r imary l eadersh ip task of 
articulating a chal lenging vision, strike me as his second, and properly secondary, 
great leadership virtue. H o w difficult it is to achieve this ba lance be tween the 
pr imary and the secondary leadership task is evident from the failure of every 
succeeding president to come close. 

Kennedy ' s ability to strike this balance reflected the third great leadership virtue 
- artistry in action. His en thus iasm for playing football and sai l ing, his visible 
patronage of the arts, his ability to discr iminate fine rhetoric from the crude and the 
banal, and his existential humor all pointed back toward a commi tmen t to artistry 
and excel lence in action. 

There are many ways to fall short of artistic excel lence in action. Mere acting 
ability is not the key. Alone , an ac to r ' s ability to offer pol ished public perfor­
mances may accomplish no more than to mask confusion by divert ing attention to 
the entertaining master of ceremonies , as Reagan so adeptly illustrated during his 
years in office. On the o the r hand , a bungle r , no ma t t e r h o w s incere or h o w 
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cunning, can do no more than bungle . Moreover , habitual or cus tomary behavior, 
however carefully disciplined, can bring nothing new to life. But - properly subor­
dinated to an ennobl ing vision and the acute exercise of power , and also in the 
service of creat ing a learning organization or society - artistic excel lence in action 
(with its aesthetic concern for balance and its invitation to others to ask the same of 
themselves) is a n e c e s s a r y e l e m e n t in m a k i n g w i d e n i n g d r e a m s c o m e t rue . 
Whereas the classical ideal is one of balance and harmony within a formal work of 
art - and of exquisi te t iming in particular arts such as music and ballet - I am asking 
us to accept a far h igher chal lenge - the chal lenge of spontaneously fashioning 
works of art in the midst of our daily organizational and familial life. 

The fourth great virtue of execut ive leadership - the ability to create sett ings 
where in par t ic ipan ts ( inc lud ing onesel f ) can identify and learn from ins tances 
when effects are not those intended - is the leadership virtue that can least assured­
ly be attributed to (or shown to have been missing from) Kennedy ' s style, because 
of his foreshortened term of office. 

However , even during his short 1.000 days . Kennedy exhibited several striking 
examples of such conduct . His public assumption of responsibili ty for the Bay of 
Pigs fiasco is one such example . The Bay of Pigs C.I .A.-supported invasion of 
Cuba represents a case when power was not properly subordinated to vision and 
when a learning process did not occur during the initial decis ion-making. Kennedy 
had accepted, relatively uncrit ically. CIA evaluat ions of the initiative, developed 
during the Eisenhower years; but rather than blaming subordinates lor the debacle , 
he took personal responsibil i ty. K e n n e d y ' s repeated use of news conferences as 
educa t iona l occas ions is a second indicat ion of his intui t ive c o m m i t m e n t to a 
vision of leadership as educat ional . A third example of his predisposit ion to learn 
from exper ience in the midst of the action of his pres idency was his change in 
strategy for how to deal with Khrushchev, between the t ime of the Vienna summit 
when he at tempted to talk rationally and the Cuba missile crisis when he learned to 
speak symbolical ly . Returning from Vienna to the U.S. through Paris, where he 
met wi th P res iden t D e G a u l l e . K e n n e d y qu ick ly app rec i a t ed the F r e n c h m a n ' s 
advice that he not begin with personal d ip lomacy vis a vis Krushchev, but rather 
relate to him through a mask of c o m m a n d . 

Since the Assass inat ion of President Kennedy 
Since the assassination of President Kennedy, there have of course been other 

efforts to articulate versions of "the American Dream"—whe the r we think first of 
conservative versions such as those of Milton Friedman or George Will, whether we 
think of liberal versions such as those of Bobby Kennedy or Eugene McCarthy, or 
whether we think of the explicitly spiritual political leadership of a Martin Luther 
King. But none of these efforts has intertwined closely with the exercise of power. 
T h i s very d i s t ance be tween e n n o b l i n g vis ion and the dai ly exe rc i se of p o w e r 
cont r ibu tes to the cynical and se l f -emascula t ing belief that asser t ions of publ ic 
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interest are never more than a means to advance private interests. 

Since the assassination of President Kennedy, there have of course also been 
other efforts to exercise power, the second virtue of great leadership. But here we 
immediately c o m e face to face with the degenerat ive effects of exercising power 
without the proper subordinat ion to demanding vision. Most commenta to r s now 
agree that the most immediate economic source of the inflation of the I970 ' s was 
President Johnson ' s effort to wage two different types of war at once—the war in 
Vietnam and the War on Pover ty—without seeking a public mandate for either and 
without "bo ther ing" the public with taxes sufficient to cover the costs. This was, in 
the very short term, a wily way to create the social policies that Johnson wished. 
In (he longer term, the effect on our economy and polity has been little short of 
ca tas t roph ic . Th i s exerc i se of p o w e r wi thout the d e v e l o p m e n t of a na t ional ly 
shared vision and agreed-upon priorities eventually resulted in: 

• I ) a p r o g r e s s i o n of e v e r - i n c r e a s i n g federa l de f i c i t s that o v e r h e a t e d the 

economy and generated sustained inflation: 

• 2 ) the loss of both the Vietnam War and the War on Poverty; 

• 3 ) the d i s in tegra t ion of nat ional suppor t for ' a f f i rmat ive ac t i on ' on issues 

of social jus t ice; and 

•4) the crystallization of a national unwil l ingness to pay for what we do. 

T h e N i x o n - K i s s i n g e r e r a that f o l l o w e d w a s c h a r a c t e r i z e d by a d e m o n i c 

obsession with power . This obsession prolonged the Vietnam War years after the 

promise to withdraw. It generated the extraordinary spectacle of W a g e and Price 

Controls instituted by a Republican President. And. as we all know, it terminated 

in the Watergate disease and the subsequent , uncontrolled ' damage control." 

E v e n the u n e q u i v o c a l l y p o s i t i v e and h i s to r i c ' o p e n i n g to Ch ina" was the 
fortuitous result of a ' ba lance of p o w e r ' s t ra tegy, rather than of any dist inct ly 
articulated vision. Or, should I practice a virtue which does not instantly suggest 
itself in relation to Nixon and Kissinger? Should I charitably congratulate them 
'or the vision and acuity of action to real-ize this historic opportuni ty? 

By contrast to the Nixon years, the Carter years were haunted by the discrepancy 
between a visionary human-r ights -based foreign policy, on the one hand, and a 
lack of artistry in action, on the other hand. This cont inuing discrepancy eventuat­
ed in one embarrass ing episode after another, whether the president was fending 
off rabbits in a row boat, stranding hostage rescue missions m Iran, or whining and 
wringing his hands over the malaise in America . 

Only for a single month- long moment did Carter happen upon a type of servant 
leadership that he could perform artistically and which he has been performing 
s<> i n s p i r i n g l y e v e r s i n c e — t h e p e r s o n a l c o n s u l t i n g he c o n d u c t e d b e t w e e n 
A n w a r Sada t of Egypt and M e n a c h e m Begin of Israel in r each ing the C a m p 
D a v i d a c c o r d s . In its e m b a r r a s s m e n t , the na t ion e l e c t e d a far m o r e a r t i s t ic 
Performer in 1980 a professional actor. 
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Positive S u m (James , Zero S u m (James , and Negat ive S u m G a m e s 
What happens when a nation or a corporation lacks a unifying vision or 

mission that guides the exercise of power toward artistic action that both 
achieves intended outcomes and learns from experience, refashioning itself and 
improving quality when it has failed? 

In the a b s e n c e of a w i d e n i n g , unifying, mo t iva t ing vis ion, each nat ional or 
corporate const i tuency shucks all wider and more long-term commi tmen t s as forms 
of luxury or sentiment it can no longer afford, and vies instead for its own narrow­
er e n d s and for increas ing p o w e r to i m p o s e its will on the e n v i r o n m e n t . T h e 
al ready-powerful are in the best posit ion to b e c o m e more powerful under these 
c i rcumstances , yet the total "power p ie" diminishes because of the friction between 
the const i tuencies . In such a negat ive-sum game , the compet i t ion becomes ever 
fiercer as the total power pie d iminishes , and virtually everyone feels the worse for 
wear. Just this decadent , negat ive-sum dynamic has been visible throughout the 
U.S . political economy since the middle 1960s. 

Dur ing this t ime, what was then, before the d i smemberment of the Soviet Union, 
the second largest p lanned e c o n o m y in the wor ld - name ly our Depa r tmen t of 
Defense-became an ever larger proport ion of the federal government . At the same 
t ime , the federal g o v e r n m e n t as a w h o l e has increas ingly c r o w d e d out , ra ther 
than encouraged , corporate investment bor rowing in the capital markets . Large 
corpora t ions , in turn, increas ingly cont ro l led prices in their industr ies until the 
shock of global competi t ion in the 1980s. Moreover , throughout the 1970s until 
the deep recession of 1980-82. labor unions regularly negotiated wage increases, 
work rules, and benefits unrelated to increasing productivi ty. Finally, throughout 
this period, individuals and social groups have increasingly approached institutions 
with an attitude of enti t lement first rather than an attitude of service, making us the 
most litigious society in human history. 

In the absence of a demanding , unifying, ennobl ing mission, society as a whole 
comes to be viewed from a passive, c o n s u m e r ' s point of view rather than from an 
active p roduce r ' s point of view. From a c o n s u m e r ' s point of view, the economy is 
an a l ready-created buffet of goods at which the significant quest ion is: how the 
f ixed-sum of goods get distributed. In this case, the obvious first principle is: if 
you get more . I get less. Hence , Lester T h u r o w ' s we l l -known book. Zero-Sum 
Society: If I am to get more , I must lobby it away from you. But the situation 
actually b e c o m e s worse than a ze ro-sum g a m e once it is v iewed as a ze ro-sum 
g a m e . As i l lus t ra ted in the f o r e g o i n g p a r a g r a p h , we h a v e in fact b e c o m e a 
negat ive-sum society. 

T h e c o n s e q u e n c e of this nega t ive s u m d y n a m i c is exac t ly wha t one wou ld 
predict: our standard of living has decl ined continually since the early 1970s. This 
continual decl ine has been masked by the rise in two- income families beyond the 
working class. But this phenomenon , initially an ou tcome of w o m e n ' s liberation, 
has since become a phenomenon of stark necessity even for the middle class. Even 
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so, the proportion of young marrieds who can afford to buy a home has declined 
prec ip i tous ly . And, of course , the d ivorce rate has risen e n o r m o u s l y over this 
per iod , great ly en la rg ing the c lass of s ingle-parent , f emale -head-of -house hold 
poor families. 

And there, for this evening, I will stop. 
What comments , or arguments , or questions are awakened in you by these sudden 

dashes through the past 30 years of U.S. history? And. what theoretical concerns are 
aroused in you by the notion of the four intertwining leadership virtues? 

Here is a handout that provides one more layer of detail to this notion of the four 
leadership virtues that encourage the integration of upstream swimming toward the 
sources of excel lence and downst ream swimming toward excel lence in action, in 
product ion, and in serving the customer . 

Please. Let ' s talk together. I will not focus so much on responding to you myself 
as on choreographing conversation among all of us by a gesture here or there... 
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Table la: 

Four Leadership Virtues 
that Evoke Excellence 

I. Vision-ing Clarifies & Coordinates 

Genera t ing increasingly widening I. Mission 
and deepening vision throughout the II. Strategies 
family, organization, or society III. Routine Procedures 

IV. Intended Results 

//. em-Power-ing Interweaves types 

Exercis ing power in an of p o w e r 
appropriately vulnerable, in the following priority: 
mutual i ty-enhancing. I .Transforming power 
transforming way II. Technical , expert power 

III. Diplomatic , reference power 

IV. Unilateral force 

///. Timing Optimizes efficiency, 

Artistry in action: efficacy & legitimacy 
performance that weaves by integrating productivity & inquiry 
together the immedia te . across the following time horizons: 
the long-term, and the eternal I. 21 yrs. - a generat ion 

II. 3-5 yrs. - a strategic era 
III. l w k - l y r - routine cycles 
IV. 0 - sudden emergencies 

or opportuni t ies 

IV. School-ing Creates organization 

Creat ing learning organizations, OYCT 21 years, 
where adults s imul taneously in which the above is true, with 
learn and produce Board & senior management 

focused primarily on I & II. 
Middle management on 11 & III. 

Sales, service & support on III & IV 
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Q U E S T I O N S , A N S W E R S A N D A U D I E N C E I N T E R A C T I O N S 
Sources of Excellence: Decadence and Decl ine from 1963-1993 

lis it possible to recognize excellence as it occurs, or does it only become 
apparent as one looks back? 

T h a t ' s a wonderful quest ion. Certainly we are aware of the historical phenome­
non that prophets are often recognized as such only after their death. At the t ime, 
they were not understood. It 's hard enough to recognize excel lence in the formal 
arts; it usually takes 20 or 30 years for those strange sounds or odd looks on the 
canvas to begin to feel as though they may be creative rather than arbitrary. There 
seems to be a tremendous tension in recognizing particularly excel lence in action. 

T h e r e s e e m s to be an e v e n g rea t e r t ens ion in the ca se of a c t i o n — t h a t i t ' s 
difficult to recognize excel lence at the moment of action. And Y E T . if I 'm right, 
the u l t ima te poin t of e x c e l l e n c e in ac t ion is to c o o r d i n a t e d i f ferent e r a s - t h e 
long-term, the short-term, and the immediate . This is the meaning of t imeliness: 
one puts the action one is taking in a large enough frame, and connects it closely 
e n o u g h to the s t ra tegy of the current o rgan iza t ion , and to o u t c o m e s that m a y 
actually happen, that people can appreciate it. 

But one is a lways walking the line there, because people ' s vision tends to be 
very short. Especially when they ' re in action. Because they can go back at night 
and read their phi losophy and widen their vision, but the next day, they haven ' t 
had a second cup of coffee, and they ' re just irritated by the question at the meet ing, 
instead of recognizing its creativity. 

So that is a mat ter of t r e m e n d o u s tens ion. If you look at different his tor ic 
periods, and at different organizat ions, you see some that are much closer to recog­
nizing excel lence in action. In fact, one of the most dramat ic practical things that 
organizat ions can do . and only a very few have begun to do this, is to institute 
appraisal processes whereby not just the boss appraises the actions of the subordi­
nate, but the peers and the subordinates appraise the action. And as people begin 
talking to one another about the actual effects of people ' s ac t ions—not just on the 
boss but on the p e o p l e w h o need to be in f luenced on pa r t i cu la r o c c a s i o n s — 
a m u c h be t t e r d i s c o u r s e b e g i n s to d e v e l o p about wha t is t ruly c o n s t r u c t i v e , 
excellent action. 

/ really resonate with this, in terms of increasing our awareness of these 
attributes that are associated with excellence. And that being aware simultane­
ously is what you 're talking about. I think I'm reflecting some of what you've 
said. There seems to be an unclarity in terms of the definition, which I'd like 
you to explore a little bit more. I listen to what you were saying. I heard about 
five or six definitions of it. One was that it exists at the top of an organization, 
because you talk about people in power—e.g. presidents. This is one definition, 
but it also has other definitions. And even in that context it seems to suggest 
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that some people would not be included. In fact, Martin Luther King, you said, 
was 'not in power' as you suggested. 

It raises questions even about artists, like Beethoven—does he have power— 
or Buddha—does he have power. So it needs a little hit of development I think. 

I think y o u ' r e right, and I think the examples throughout the lecture pick out 
people that we already know a little bit about. So they will often be people that 
socially seem to have power of one kind or another. For example . A d a m Smith 
had some kind of power over us apparent ly, of the sort that John Maynard Keynes 
talked about when he said, " I t ' s not the current politicians that have power , i t ' s the 
dead phi losophers and economis ts w h o are running our minds today." So there are 
obviously different types of power, and I don ' t think they ' re necessarily associated 
with somebody w h o ' s in a position of formal power . 

One of the things I want to argue is that there are a variety of types of power. 
So, no matter w h o you are, whatever your position is. it is important to learn how 
to coordinate the different types of power. Most of us will be . are. or have been 
parents , we know that there are various forms of unilateral force that we use with 
chi ldren . M a y b e not s lapping and whipp ing any more , but i t ' s the rare parent 
w h o ' s never used any form of unilateral force with their child. The problem is 
when unilateral force becomes the pr imary, the first, and the only type of power 
tha t ' s used. But somet imes we hold the child from crossing the street. I had one 
w h o leapt right out t h e r e — m a n y a t ime I held him from going there. So there 
are different ways of using unilateral force. W e all exercise a certain amount of 
unilateral force. W e need to properly subordinate it to the other types of power if 
its going to be construct ive. 

One of the things I 'm advocat ing is that we not make power a dirty word any 
more . W e should look carefully at how we each use power . And the ul t imate 
point for me would be to develop toward the possibility of exercis ing what I would 
call "Transforming Power" . Accord ing to my unders tanding of human develop­
ment and organizational deve lopment , you cannot force a person, an organizat ion 
or a society, to move to a later stage of deve lopment , whereby they reconceptual ize 
a n d w i d e n the i r v i s ion of the w h o l e w o r l d and of the i r r e l a t i o n s h i p wi th it. 
N o amount of power (in any form) could do that. 

The more one sees that and the more o n e ' s in families with rapidly developing 
p e o p l e in t h e m — c h i l d r e n — o r in o r g a n i z a t i o n s w h i c h a re r ap id ly c h a n g i n g 
and evolv ing , the more one wants to learn how to exercise t ransforming power 
which involves creat ing mutual i ty with the other person. Gandh i was in some 
ways an absolute master of this, al though as we know he wasn ' t as good at it inside 
his own family. 

So you work more and more on the problem of exercis ing transforming power, 
which tries to present things clearly, s t rongly—often has a strong direction to go 
in, but wants to stop and find out from you whether you see it that way, or how you 
object to my approach, and wants to work through that objection, so we can go 
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there together. Because if we don ' t do it that way. we ' r e not really going together; 
I 'm just dragging you along. And as soon as I s top dragging y o u ' r e going to go the 
other way. 

This sound similar to Taoism. The vision of leadership and process takes the 
Too te Ching into account. 

Yes, I do see a similarity. Al though, you know, in the Tao te Ching there ' s that 
statement that "The greatest leader is one that nobody knows . That the people say, 
' w e ' v e d o n e it o u r s e l v e s ' after its d o n e . " And obv ious ly I ' m put t ing a great 
emphas i s on leadership here and I would include visible leaders. I 'd like to see this 
approach influence visible leaders. I think they 'd become more visible through 
exercising this. At least for a t ime. If this were played out long enough , then I 
would imagine a sense of l eve l ing—as w e ' r e seeing in Amer ican compan ie s , a 
reduct ion of l eadersh ip h i e r a r c h y — a n d the leadersh ip wou ld increas ingly be a 
team building type of leadership. The sense of individuals whipping people along 
would diminish t remendously . 

Of course the great mystical traditions all hold that there are invisible leaders 
guiding the world. The truly, truly great leaders are so focused on this upstream 
swimming kind of leadership and are so different in their practice from what we 
see every day, that they partially protect themselves by remaining invisible to the 
public. I 'm talking here about the Sufi tradition in Islam, which is very important 
for us to understand, since on its outer face Islam seems to be quite primitive in 
this age. Islam also has a very sophist icated inner face which we need to know. 

Hill, the examples you offer give one message that's a little hit different than 
what you're talking about. The examples you gave, there's a correlation 
between what you describe as good and organizations and leaders that are suc­
ceeding in a relatively short time. But I don 7 think that '$ what you mean, par­
ticularly in response to the first question where excellence and transformation 
can be achieved in the short-term, the middle-term and the very long term, and 
immediate success -survival -is probably not a very good indicator. In fact— 
'/ one twisted it around—if we look at the most successful organizations-the 
Fortune 500 organizations -every 20 years half of them drop out. We have Tom 
I'eter's book on Excellence and more than half of those companies aren't 
considered excellent any more. So you might want to look at a different range of 
examples, some have very short term, some medium term, some very long term 
effectiveness. That way, people are less likely to misinterpret you and more likely 
'<> appreciate the importance of bridging the paradox between short-term success 
und longer-term transforming excellence. 

Right, that would be interesting to do . to get a better range of examples . But let 
>ne c o m e back again to what I was saying before. In the past, some people have 
said. ••Well I 'm not successful now. but my idea is r igh t" - the M a r x ' s of this world 
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w h o nearly kill their families in their en thus iasm for their o w n ideas, and w h o 
excuse lack of success in the present t ime on the grounds that society is hostile to 
their ideas- l don ' t want to give anybody that excuse any more. Because I think 
that too many people have developed ideas that are t remendously inhumane, based 
on a lack of testing in day-to-day life, which could teach them about themselves 
and could widen their awareness . 

So in a way . I want to keep the feet to the fire in te rms of present success . 
Al though I don ' t want to argue—cer ta in ly not—that present success is necessarily 
a sign that one is exercis ing this kind of leadership. 

But there can he, for example; it can take a great deal of courage to choose 
not to succeed in the present, and to defer that success and to have that long 
term faith. 

Well . I think tha t ' s true. A debased way of talking about what success is can 
directly lead to the destruction of good things. In fact, we see that when we get 
back to Athens . W e see Plato talking in The Republic so c lear ly- in a way that our 
corporate presidents ought to read- that a country can grow too strong, can grow 
too big. jus t as well as too small and too poor. And right then, as he was talking 
about what was already beginning to happen. Pericles the great leader was going 
too far towards Empire for Athens , and losing the moral source of the city. So , i t 's 
certainly true, that the pace of growth in the outward sense is an incredibly difficult 
thing to manage , and it needs to be managed . You can grow too fast. You can 
grow too big. 

I 've just been sitting in on a series of strategy sessions with a company in which 
lor the first t ime they are saying "we are going to stop accepting all opportuni t ies 
to g r o w . " T h e y see that they are cons t r a in ing t h e m s e l v e s in cer ta in w ay s bv 
accepting too many opportuni t ies . But boy is it interesting to watch how t ime after 
t ime people say. "But we can ' t do that, tha t ' s an opportunity to g row! W e can ' t 
say no ' to that."' And they c o m e back and they go through the whole a rgument 
again about why it may be necessary to the welfare of the company , to the long-
term growth opportuni t ies of the company , not to grow right now. T h e y ' v e just 
called a mora tor ium on a certain kind of growth for six months , and they went over 
it four t imes with the senior managemen t to get people to unders tand what was 
going on there. Because some people were reaching the conc lus ion , saying "I 
can ' t bel ieve this , we d o n ' t want to g row any m o r e . " And others saying, " N o 
that ' s not being said. W h a t ' s being said is that the only way. or a better way. to 
create longer term growth is to freeze on this area for the t ime be ing ." 

But y o u ' r e right. That kind of thing is very very difficult for people to get . 
and very important to get. I hope I can rework this so I can take that point into 
account enough. 

Couldn't there he something comparable to an aesthetic experience, for 
recognizing excellence in action, that we all share in some ways, when we see 
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it—whether it's in the family, in the community, in the business. An aesthetic 
sense. I think there is a response. When we see excellence in action, when we 
experience it, we feel enlarged by somebody's vision, we feel compelled by it, we 
feel energized by it. We welcome it. There is this longing on the part of all of us, 
for excellence in action. We just normally move toward it. 

Well , we normally move toward it. but some of us get threatened by that same 
thing that excites others. 

But I do agree with you that there is an aesthetic sense, which we have to culti­
vate. Just yesterday I was watching an old movie—the Sand Pebbles—with my 
children. T h e r e ' s a point in the movie when the captain of the U.S. gunboat is 
ordered by the Navy not to shoot. The small Chinese boats near the gunboat have 
signs saying '•release this murderer ." And even though the sailor is not a murderer , 
the other sailors don ' t like him and think their own lives are in danger, so they start 
shouting to the captain, which is a mut inous act. "Give Holman Up! Give Holman 
U p ! " The captain, w h o is in a terrific tension about this, turns a water gun on the 
Chinese boats to get them to move back and to show that h e ' s not l istening to 
them. Then he jerks the gun back toward his own sa i lo rs—they 've already become 
hushed. He jerks it hall wax back, turns it off. and then turns around and walks 
hack into his cabin, so as to avoid the confrontat ion that would have m a d e the 
whole thing a mutiny. 

T h a t is an i n c r e d i b l e e x e r c i s e of t i m i n g in l e a d e r s h i p . T h e m e n look at 
one another , they put their guns back and go back to being sai lors: they know 
they've just been spared a really ugly situation. Now. my sons didn 't get it at all 
[ laughter | . They thought he ducked the oppor tuni ty , they thought "That g u y ' s 
weak." They d idn ' t get the overall context and what he would have sacrificed had 
he taken that action. 

So the aesthetic sense that tells you about excellence in action is one that has to 
he cultivated, and one that we all have to cultivate together. Which partly we do 
through these conversa t ions . But that concern with the aesthet ic is very true I 
think, and there is a taste. 

Bill, area 7 you saying that these four qualities are not only important for peo­
ple with position power, but for common people'.' That for example Margaret 
Was talking about: how we make this an everyday routine challenges us as we 
five, and deal with our families, with our society, and as we struggle within our 
organizations. And it becomes important for us to bring this to our children, and 
bring it into schools, and start to teach this as a routine, as a way of being with 
our children. 

1 think so. 

•lust another story about seeing a movie with mv children. After we saw Dances 
With Wolves . We came home and it was dark. And I asked the children what they 
saw about the totem pole we have: what seemed to be its spiritual character. They 
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said. "Wel l it seems to have all sorts of an imals . " And I said, "Wha t does that 
seem to suggest ." And we talked about that a little bit. 

And I said. " W h a t ' s the animal at the t op?" "Wel l , i t ' s an owl . " " W h y do you 
think the owl is at the t op?" "Wel l , because the owl has greater vision. It can see 
in the dark." Which I thought was a great answer. 

And that is our problem. The electrical i l lumination is an illusion. It makes us 
think that we are in the light, but we don ' t really know w h a t ' s going on. T o see 
w h a t ' s really going on we have to exercise a vision as though it was dark here. 

With my children we turned out all the lights in the house and tried to see each 
other. And of course you can see people a lmost as well with the lights out once 
y o u ' r e vision adjusts as you can with the lights on. 

/ 'in looking on the handout at the description of #4 Schooling, which says, 
'Creates (a learning) organization over 21 years.' Something about that 
concerns me, which is about organizational structure and excellence, and how 
you hierarchically lay these things out. 

Specifically, middle management focus on #2 and #.?, empowering and 
timing. I've been working with a number of organizations that have been 
cutting out middle management fairly aggressively. Do you think those organi­
zations can 7 evoke excellence without that element? I'm confused as to whether 
that's a suggestion or a basic assumption of your thesis. 

Well , i t 's a suggest ion, just to evoke further thought. I don ' t think any organiza­
tion of any size can fully cut out midd le m a n a g e m e n t in the short run. Even 
organ iza t ions that are in teres ted in c rea t ing a u t o n o m o u s work t eams learn that 
there is a need for a kind of supervision for the work teams. Now, what middle 
m a n a g e r s know about supervis ion today i sn ' t w h a t ' s needed for the t eams , but 
there is a different kind of l eadersh ip which is more mutua l i ty -enhanc ing that 
middle managers need. So in a sense the whole work force needs to move up in the 
kinds of power they understand and can use. But its going to be a long, long t ime. 
The 21 years is meant to indicate that this isn't the kind of 'one strategic era ' move 
that can really transform an organizat ion fully in a three to five year period. 

Of course , today and in the last decade . C E O ' s are having shorter and shorter 
terms of office. T h e r e ' s been a kind of political realism that says. "You shoot your 
wad on one major three to five year initiative, and lose all your political capital , 
and you m o v e on to the next p lace ." I think tha t ' s again just another sign of deca­
dence in our society. 

So whether ultimately i t ' s possible to get rid al together of middle management 
I can ' t tell, though it affronts my sensibilities of the kind of development people 
need to go through. I think very much that adults in their twenty- to thirty-five 
year age range need a period of middle management in order to begin to appreciate 
the issues of power that w e ' r e talking about here. All the ancient texts suggest that 
one can become a mature political leader only at the age of 50. and the whole idea 
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of having it happen earlier... 
I r emember somewhere . I think in a Taoist text: "At the age of 4 0 I began to 

learn how to hear. And at age 50 I began to learn how to see". . . and so forth. I 
think those big, big changes in o n e ' s appreciation of wha t ' s going on in a political 
setting, such as a corporat ion, happen very, very slowly. So I persor \lly doubt that 
i t 's going to be possible to el iminate middle management . 

Now of course there ' s a t remendous middle management bloat in current organi­
zations, so that isn ' t contrary to reducing middle management . I 'm sure tha t ' s only 
a partial response. 

First of all, I'm very impressed. This was quite thought provoking and stimu­
lates me to think about a current situation that I find myself in, and that we all 
find ourselves in. On one hand we want to believe that we 're at the beginning of 
a wonderful S-I6 years of readjustment to the way we've organized ourselves. 
Hut at the same time I've become involved in the town government of the 
smallest town in New England, by area: one square mile—4000 people. Town 
meeting form of government. 

Over the last year its been facing an economic crisis brought on by unwise 
borrowing, mortgaging the future, and unwillingness to pay taxes, a decline in 
public services. Thus, I see this sense of decadence not only on a national level, 
hut all around me. 

In our small town I hope we're starting the process of trying to look clearly at 
what some answers might be, and a lot of it has to do with some of the things 
that Clinton has talked about in terms of The Covenant. What is it that makes us 
« Union. What are we willing to pay in order to have what our vision says we 
should have in a small Sew England town. 

For me, the next four months are going to be very interesting as I look, since 
I'm on the finance committee, on how we address our problems economically; at 
the same time Mr. Clinton is going to be trying to transform the biggest economy 
in the world. 

Young Abraham Lincoln was quoted as saying, "Who will be the architect of 
our destruction. Will it be a force, an army? Absolutely impossible. It cannot 
happen. If we are to have an architect of our destruction, it will be ourselves." 

So if we are going to destroy ourselves we will do that. On the other hand if 
we are going to transform ourselves—and I hope to God we will—I think we're 
at the beginning of a new era. 

Well said. It 's that hope and that fear that inspired me to offer these lectures. 

I think one of the reasons we don't see more of these kinds of leaders that 
you're talking about, is that people aren't willing to be vulnerable when they're 
exercising their power. Why might some people be willing to? 
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My question is similar. You suggest to us that we should exercise this 
upstream style of leadership in our personal and professional lives, by going 
against current assumptions, and breaking traditional roles, question theories 
and practices... It all seems very risky. Whereas in a business school like this 
they teach you to diversify risk. How do I manage these different management 
techniques? The rare quality of this upstream management versus the more 
traditional downstream management. 

In a very general way . its about finding the areas in your life where you are 
dissatisfied and things aren ' t working now. and therefore taking a risk ain ' t going 
to hurt much because you ain ' t gett in ' much now. It 's a matter of being artistic 
and wise and prudent about finding your initial risks when you ' r e still learning, so 
that they aren ' t as big as they might otherwise be. 

A lot of it has to do with this. Before you start this process of exper iment ing 
with a more mutual , vulnerable type of p o w e r - a n d I have this in every course I 
t e a c h - s tuden t s say. "I c a n ' t do this in my c o m p a n y . N o b o d y would let this 
happen in my c o m p a n y . " T h e r e ' s jus t a million reasons why the s tudents can ' t 
start to do it. The re ' s a t remendous fear just before beginning this process that i t 's a 
cataclysmic process . 

But if you can get some help and get some coaching, and just start little in differ­
ent places, and get some confidence of success, then you can start going bigger. 
Before you start, there ' s no sense of scale of where to start first, which is where 
y o u ' r e quest ion is coming from. 

One of the best things you can do is get two people and talk with them once a 
month , and talk about your efforts in everyday life, and the risks y o u ' r e thinking 
about taking and whether to take them or not. And just coach one another. 

What is accepted as excellence? For example, the Japanese and German view 
of excellence is very different from ours. Part of decadence is the instant-gratifi­
cation syndrome that has permeated even the highest levels of our 
corporate culture, what we expect of our CEOs. 

Well tha t ' s true, and yet, true excel lence always goes beyond the existing cul­
ture. All the great artists and the great leaders end up quest ioning the culture and 
perhaps reconnec t ing to a s t i l l -deeper t radi t ion. Because every tradit ion has its 
depths and its closer unders tandings to the true stream of the tradition. 

T h e r e ' s a great Sufi story where you ' r e asked to compare which of two mystics 
is closer to continual God-consc iousness . One of them said. "I have drunk my fill. 
I am intoxicated by G o d . " And one person says, tha t ' s it. that ' s the most you can 
get. And the other mystic is quoted as having said. "I am a lways thirsty. I never 
get enough . " And somebody says. well, he ' s obviously having trouble getting the 
good stuff. 

But the ' r igh t ' in terpre ta t ion is that the thirsty guy is h igher , because he is 
constantly tasting for God. He doesn ' t think h e ' s got it a lready, he ' s still inquiring. 
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That sense of inquiry is very deep in the Sufi tradition, even if the or thodox Islam 
is very open and shut, black and white and so forth. 

Would you comment on the sacrificial nature of this type of leadership. One 
of the difficulties I see is that there is suffering and loss. For example, in the 
Gettysburg address, Lincoln said that the world would never forget what would 
happen there. The nation was transformed to a stronger Union, but at such a 
cost of life, even Lincoln's own life. Do you see this as a difficulty in exercising 
that type of leadership'.' That it is somewhat sacrificial, and it does involve 
suffering and the experience of loss. Even in looking at the four elements— 
Visioning, Empowering, Enacting, Schooling. When you 're creating the new 
vision you 're losing the old vision. When you 're learning something new there's 
always a loss in that transformation. 

Yes. and transformation always implies the death of a certain kind of structuring 
<>l the world , a loss of meaning . The greatest leaders are focused on the reality 
( ) l death. The lesser leaders, the real devils, are the ones who make you think you 
can fo rge t a b o u t d e a t h a n d a v o i d it. T h e g r e a t l e a d e r s a re the o n e s w h o 
are dying all the time in small vvavs. and preparing to face death, and feeling the 
emptiness, and the suffering, and the lack of connection that really exists here. It 's 
l l ( ) t creating new suffering, its just being aware of the lack of connection that exists, 
and suffering that lack of connection. Not making myself invulnerable to it. 

I Applause ] 
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Economis t s rev iewing the history of the Depress ion , Wor ld W a r II, and the 

1950'S have noted that President Roosevel t had been running unprecedented 

federal deficits th roughout the 1930's. Publ ic debt c l imbed from $17 b. l l .on in 

1929 to $42 billion in W ) . Roosevel t chose this risky and controversial course of 

action in response to economis t John Maynard K e y n e ' s d ic tum that government 

intervention to reinforce demand could help to reignite economic growth. 

Never the less , the count ry was still mi red in depress ion . Conse rva t ives w h o 

claimed that government intervention was only impeding the curat ive powers ot 

free market forces felt justified by events . 

Then, suddenlv - as a result of Amer i ca ' s decision to enter Wor ld War II and ,„ 

order to f inance the sudden need for t roops , w e a p o n s , capital equ ipmen t ot all 

k inds , t echnolog ica l d e v e l o p m e n t , and war- re la ted basic research - the federal 

deficit jumped to six t imes its previous largest size. In the first war year the deficit 

was $ 2 4 b i l l ion , equa l ing the s u m of all defici ts for the p r e v i o u s d e c a d e . In 

retrospect , there can be no doubt that the new. previously un thmkab le scale O 
government deficit spending, which cont inued throughout the war. played a central 

role in reignit ing Amer ican economic growth. 

But the lesson we can learn from these facts is still far from clear. One lesson 

the nation as a whole seemed to leam a. the t ime was that the federal government 

really can, and ought to. play a major role in assuring growth. The invisible hand 

of supply and demand were to be complemented by the visible hands of corporate 

managements and the federal g o v e r n m e n t In particular, the E m p l o y m e n t Act of 

" 9 4 6 m a d e it " t h e c o n t i n u i n g p o l i c y a n d r e s p o n s i b i l i t y o t t h e F e d e r a l 
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G o v e r n m e n t . . . t o p rov ide m a x i m u m e m p l o y m e n t , p roduc t iv i ty , and purchas ing 
power" for the country as a whole . 

But by the late I 9 7 0 ' s and up until the present , the p rob l em seems to have 
reversed itself. N o w the scale of the federal g o v e r n m e n t ' s in tervent ion in the 
economy and the scale of the federal deficit and the federal debt appear to be major 
parts of the problem rather than of the solution. So, the government has a role to 
play in support ing economic growth, but that role is not simply to p u m p money 
into the economy via deficits when growth s lows. There is an issue of t iming and 
judgmen t about how to st imulate growth that has yet to be defined. 

There are a lways some facile students ready to argue that war causes economic 
growth. They point out that even if the President Roosevelt had known more pre­
cisely in the early I93()'s what scale of federal deficit spending was required to help 
pull the country from the Depression, he would not have been able to implement 
such a deficit for even one year, much less to sustain it over four years , because 
people ' s fears that he was not right would have generated too much opposi t ion. 

Capital formation is the objective "mult ip l ier" that generates economic growth. 
But capital formation only occurs when there is a broad expectat ion of profits - a 
faith in the overall system that leads people to risk on its behalf or to believe that it 
will work for them. This c o m m o n faith is the subjective or political factor that 
leads to investment and capital formation in the first place. When a people ' s faith 
in their overall pol i t ical-economic system has been shaken, they withhold invest­
ment , as A m e r i c a n s did at the outset of the Depress ion . The output of capital 
goods shrank by 8 8 % in real terms between 1929 and 1933. 

The leadership chal lenge of generat ing capital formation and economic growth 
is. therefore, no ' m e r e ' economic problem, but rather a spiri tual/poli t ical /economic 
d i l emma about how to reawaken faith in the political economic system. Moreover , 
this d i l emma is what is known as a " w i c k e d " problem because the very lack of 
faith poisons efforts to generate new faith. Roosevel t addressed this d i l emma in 
his first Inaugural Address , when he declared. " W e have nothing to fear but fear 
itself." But there was a portion of the electorate, compris ing many of the weal thy, 
w h o feared that man ' - as they called FDR - more than fear itself and steadfastly 
opposed his policies. 

War . however , drastically alters the status quo . Suddenly , risks that have not 
seemed worth taking before become very much worth taking because otherwise 
there may well be no future at all. bears that before loomed large suddenly appear 
minor compared to other fears. Suddenly, all the conflicts that made consensus and 
movement impossible before fade in the lace of the enormous c o m m o n d i l emma 
and c o m m o n mission a people feels. External threat and the prospect or fact of 
war unif ies and e n - c o u r a g e s a people to invest in capital g o o d s as no form of 
internal d ia logue about shared vision ever does, so this argument goes . 

It is a tantalizing argument . December 7. 1941 - the day when the ships lying at 
anchor in Pearl Harbor were destroyed - was a day when war suddenly altered the 
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status quo . Many politicians throughout history - prominent ly including Adolph 
Hitler - have believed that war can revive a people ' s spirit and an economy, and 
have acted upon this belief. 

But. as we have seen in the past generat ion in the case of the Vie tnam War , 
war can divide a people as well as unify it. can lead to economic stagnation and 
inflation as well as growth. Moreover , had Roosevelt a t tempted to take the United 
States officially into the war before the Japanese attack on Pearl Harbor, as he very 
much wished to do. isolationist sentiment against the war could well have made it 
as divisive of the country as the Vietnam War later was . 

No. The lesson to be learned from Amer i ca ' s unprecedented growth during and 
after Wor ld War II is not that massive government intervention is the source of 
growth, nor that war is the source of growth. The real lesson is obviously much 
more c o m p l e x , and the very brief s u m m a r y 1 offer here itself ove r s impl i f i e s . 
Moreover, what I take to be the real lesson will not satisfy many because it does 
net have the character of an answer than can be applied mechanical ly to the present 
or the future. 

The real lesson to be learned is that economic growth is s t imulated by time­
ly execut ive act ion that focuses p o w e r on the at ta inment of a just c o m m o n 
eause. The execu t ive ' s own power to act in such a way as to reignite a na t ion ' s (or 

a eorpora t ion 's ) growth is. of course, limited. Roosevelt at tempted, and was par­

tially successful, in generat ing a sense of c o m m o n vision from the outset of his 

Presidency in 1932 when he p roc la imed a " N e w Dea l . " But the fabric of this 

shared vision was not s t rong e n o u g h to suppor t a $24 bil l ion per year federal 

deficit, nor a declaration of war. Similarly. Roosevel t ' s quiet efforts in 1939 and 

'940 to awaken the country to the international threat, to aid England against Nazi 

Germany , and to prepare our military for rapid expansion set the stage tor our entry 

into World War II: but without generat ing the consensus necessary for a successful 

declaration of war. 
An impor tant part of R o o s e v e l t ' s c la im to execu t ive acumen is that he was 

c a p a b l e of w a i t i n g until the r ight o p p o r t u n i t y p r e sen t ed i tself to do what he 
believed was in the coun t ry ' s deepest interest. An equally important aspect ot his 
executive acumen was that, insofar as they can ever be said to do so. events proved 
him right. World War II very quickly came to feel like a just war to the American 
People and has cont inued to feel that way in retrospect. 

As in the case of our more recent stagnation and inflation, the source ot our 

earlier unprecedented economic growth is a kind of action that is not narrowly 

economic at all. This point is emphasized by the fact that, after a decade of actions 

meant to improve the economy, the action that finally worked was one not even 

explicitly aimed at the economy. 
That the source of economic growth lies in executive actions not described or 

Prescribed by current economic language is still further emphas ized by the two 
aetions that arguably were the most important in sustaining Amer i ca ' s generat ion-
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long growth during the 1950's and 196()'s. One of these was the Marshall Plan, 
whereby bill ions of dollars of direct aid to Western European countr ies played a 
catalytic role in rebuilding their economies to the point of becoming significant 
markets for Amer ican goods (and still later significant compet i tors for Amer ican 
producers) . The second major action sustaining Amer i ca ' s generat ion- long growth 
was the cont inuing federal support for scientific research. This federal support for 
sc ience was unfor tunately biased by the fact that Congre s s could not agree on 
founding the National Science Foundat ion until 1951. Consequent ly , the Defense 
Depar tment became and remained the primary source of federal research funding 
and therefore of federal research policy. 

What Capital Is 

I be l i eve that these br ief h is tor ical ref lec t ions on the sou rces of A m e r i c a ' s 
growth during the generat ion preceding K e n n e d y ' s assassination demand nothing 
less than a reconceptual izat ion of what capital is. 

I have already noted that a l though capitalist , market e c o n o m i c s offers us the 
p rocedura l unde r s t and ing that the crea t ion of capi ta l g o o d s is the "mul t ip l i e r " 
which generates economic growth , the substantive quest ion of how a person or a 
people develops the faith, the will, and the perspicacity to know when to invest in 
what remains open. This way of formulating one limit of classical economic theo­
ry makes it sound as though capital is purely objective, while the faith required to 
contract the enormous deficits at the outset of World W a r II, to offer the Marshall 
Plan aid, or to fund sc ience is pure ly subject ive and thus , pe rhaps , beyond the 
limits of any possible rational explanat ion. But the concept of capital itself is not 
nearly so "c lean" and objective as modern economic usage makes it. In fact, the 
word itself - capital - descends from the Latin capire, to know and caput , head. 
In o the r w o r d s , capi ta l d e s c e n d s from w o r d s re fer r ing to a sub jec t ive , l iv ing 
intell igence that makes things and people grow. But today the work capital applies 
more c o m m o n l y to a particular, objective sort of good, such as a factory and the 
m a c h i n e s in it, that is used for m a k i n g o the r g o o d s . As is so often the ca se , 
the term has t ransmogri f ied through history into a mean ing nearly oppos i te the 
original meaning . 

T h e problem with this change in the mean ing of "capi ta l" in modern economics 
is that it does not, in fact, adequately represent what we today mean by capital. Nor 
does it cove r t imely gifts like the Marsha l l Plan and the suppor t for scientific-
research after W o r l d W a r II. T h e s e , I wou ld a rgue , dese rve to be cons ide r ed 
capital investment and indeed a very special type of capital investment . Robert 
Hei lbroner (The Making of Economic Society, 1980) defines and illustrates capital 
as follows: 

Capital consists of anything that can enhance m a n ' s power to perform 
economical ly useful work.. . A hoe is capital to a peasant; a road system is 
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capi ta l to the i n h a b i t a n t s of" a m o d e r n indus t r ia l soc ie ty . K n o w l e d g e 

is capital , t oo—indeed , perhaps the most precious part of soc ie ty ' s stock 

of capital (p. 87). 
The interesting aspect of Hei lbroner ' s illustrations is that only the hoe fits the 

normal economic concept ion of a capital good, namely a dist inguishable piece of 
property that can be privately owned and transferred to a buyer in a market transac­
tion for a price determined by the supply of, and demand for. such things. 

Road sys tems are, of course , things, but they provide the infrastructure for free 
trade. If roads are privately owned as in Medieval Europe , the tolls charged for 
usage become restraints on trade. Or else, as with railroads in nineteenth century 
America, too many different such systems are built to be economical ly practical, 
for a g iven te r r i to ry in fact r equ i re s bu t o n e such in f ras t ruc ture . R o a d s and 
ra i l roads are rea l ly fo rms of capi ta l that are bes t pub l i c ly r egu la t ed , and the 
decisions made to invest in this form of capital cannot be rigorously calculated by 
market logic since they create the structure within which market logic works . The 
Marshall Plan represented this type of investment. 

Knowledge is a still more abstruse form of capital: it is not a discrete object at 
all; and it does not transact like objects. Remarkably , if I sell you my knowledge , I 
still have it, as well as the money , after the sale. Indeed, even though you pay 
good money for it, you may not "ge t" it. Consequent ly , ownersh ip of knowledge 
is rarely clear-cut. exclusive or easily exchangeable in the way that ownersh ip of 
tangible goods normal ly is; indeed, k n o w l e d g e is deeply incompat ib le with the 
v e r y concept of property. Theoret ical knowledge is in some ways analogous to a 
road system: its function is to interconnect pieces of information: and it is a form 
°f capital that functions at its highest potential for economic growth when there is 
broad public access to it. Heilbroner speaks of knowledge as "perhaps the most 
Precious" form of capital because the applied sciences permit us to create funda­
mental ly new forms of capital goods (as well as new c o n s u m e r goods ) . Thus , 
inves tment in appl ied theoret ical k n o w l e d g e mul t ip l ies capi tal goods in a way 
ana logous to the way inves tment in capi ta l goods mul t ip l ies c o n s u m e r g o o d s . 
Applied science is, in effect, capital to a higher power. Hence, the critical impor­
tance of the nat ional suppor t for bas ic scientific research in the Uni ted Sta tes 
during the 1950 ' sand I960 's . 

But this reconceptual iza t ion of capital needs to proceed beyond Hei lbroner s 
' " u s t r a t i o n s . If He i lb rone r is r ight that capi tal cons is t s of " any th ing that can 
enhance m a n ' s power to perform economica l ly useful work ." then such diverse 
qualities as land, skills, strategic planning, and the real-t ime learning abilities that 
characterize successful entrepreneurs , managers , companies , and great leaders like 
Roosevelt , all deserve to be treated as capital. Each of these qualit ies enhances 
°ne's power to perform economical ly useful work. Thus , as Table 2 shows, we 
r ' n d four types of capital corresponding to four modes of existence, ranging along 
a con t inuum from relatively object ive, concrete , static and visible factories and 
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machinery to relat ively subject ive , abstract , d y n a m i c , and ineffable leadership . 
The most potent type of capital is wise leadership that generates spiritual transfor­
mation through timely gifts. 

Table 2: 

Modes of Existence, Types of Capital 
s — , 

Exis tence Capital Objec t ives Contro l E x c h a n g e K n o w l e d g e 

Having Physical Property Unilateral Baiter Information 
power, 
ownersh ip 

Doing Labor Craft Mutual ly Money Skill 
acceptable 
authority 

Knowing Expert ise Science Collegia! Credit Theory 
negotiation Strategy 

Becoming Leadership Timely Spiritual Gifting W i s d o m 
artistry t ransformation 

According to this reconceptual izat ion of capital , each increasingly dynamic form 
of capital stands in relation to capital goods as capital goods do to final products . 
In o ther words , skilled labor mult ipl ies the efficacy of capital goods : scientific 
theorizing in R & D and strategic p lanning multiply the efficacy of skilled labor; 
and t imely leadership refraining of the paradigms within which we think and act 
multiplies the efficacy of scientific theorizing and business strategizing. 

This reconceptual iz ing of capital integrates politics and economics somewhat as 
shown in Table 3 (next pagel . and more importantly, somewhat as they really arc 
integrated in the apparently peculiar events responsible for Amer i ca ' s unprecedent­
ed g r o w t h d u r i n g a n d a f t e r W o r l d W a r II b e c o m e m o r e c o m p r e h e n s i b l e . 
The historical survey of the generat ions before and after K e n n e d y ' s assassination 
illustrates how rare is the execut ive artistry that weds these four types of capital in 
practice at the national level. 

Classical , Free Market Economic Theory j 

Because marke t e c o n o m i c theory has such great credibi l i ty today , I wish to 
say a little more about its s eve re l imi ts in gu id ing us t o w a r d e x c e l l e n c e and 
the good life. 

Classical free market economic theory examines society at the interface between 
production and consumpt ion , at the point where goods are exchanged, as Table 3 
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shows. In so doing, classical economics offers no substantive theory to explain 
why consumers buy what they do . only a procedural theory that tells us each will 
maximize his or her utility. Likewise, classical economics offers no substantive 
theory to explain how successful producers organize to generate net addit ions to 
wealth, only a procedural theory that tells us that firms that cannot cover their costs 
;'t the market price do not survive. 

Table 3: 

Towards substantive theory in economics and politics 

POLITICS ECONOMICS 
Leadership Actual practice Theory 

Creation of shared vision I leadership 
Entepreneurship 

*3 
Responsible Management §^ 
exercise of power ^ 

Artistic Production, 
excellence in action Service 

M A R K E T 

Learning from market. Consumption P 
environmental.and ^ 
organizational feedback to ~ 
achieve intended outcomes JjjJ 

s . . • 

There would be nothing wrong with these omiss ions , if economis ts made the 
l l n i i t s of their theories clear. After all. we no longer expect any single theory to 
explain e v e r y t h i n g . Unfor tuna te ly , h o w e v e r , e c o n o m i c s long ago b e c a m e an 
arrogant queen of the social sciences and decided not to acknowledge the limits ol 
l t s theories. Instead, economis t s decided to release such less easily quantifiable 
r c a | i i i e s as the creation of shared vision, the responsible exercise of power, the 
cultivation of artistry in action, and the process of learning from experience, to the 
taken-tor-granted black box named ••rationality" which everyone is presumed to 
exercise. But these are. in fact, both rare and highly variable qual i t ies a m o n g 
People. They are also quali t ies that are precisely not giy_en. but rather must be 
^UliiviUgd. And they are essential to organizing continual quality improvement in 
Production, market ing, and management . 

Now, it is true that certain strands of economic theory point in the general direc­
tion of the creative and productive power of the sort of leadership 1 am discussing. 
T h e Austrian school comes closest to my theme with its attention to the creative 
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role of the entrepreneur in a market economy. Joseph Schumpeter . in particular, 
highlighted the continual process of "creat ive destruct ion" that occurs in a vibrant 
entrepreneurial economy. Human capital theory is another gesture in this direc­
t ion. S o is the d i scuss ion of the so -ca l l ed " X - f a c t o r " that a c c o u n t s for t e am 
product ivi ty greater than the sum of individual product iv i t ies . But as the very 
name "X-factor" makes clear, the language of economic theory cannot see into the 
creative black box that phrases like "creat ive destruct ion," "human capi tal ." and 
the "X-factor" refer to, cannot tell us what it is that generates entrepreneurial and 
corporate identity, entrepreneurial and corporate commi tmen t , or entrepreneurial 
and corporate productivity. 

Indeed, because market economic theory is by nature deduct ive , based on taken-
for-granted a s s u m p t i o n s , its pract ice nei ther i l lustrates nor cul t iva tes ups t ream 
leadership that quest ions assumpt ions and thereby widens vision. Of course , in 
any field the greatest practi t ioners do quest ion the assumpt ions . So. the field of 
e c o n o m i c s b o a s t s an A m a r t y a S e n , w h o q u e s t i o n s t h e i n d i v i d u a l i s t i c , 
utilitarian assumpt ion about the nature of rationality in economic theory. It will be 
good for the field if he wins a Nobel Prize. 

Just as market economic theory fails to cult ivate widening vision, so also it 
f a i l s to c u l t i v a t e t h e h u m a n e e x e r c i s e o f p o w e r . I n s t e a d , it a t t e m p t s 
to banish the p h e n o m e n o n of power by as suming that no individual , f irm, or 
political body is sufficiently powerful to influence wages or prices, thus leav­
ing them to be de termined by those invisible hands , the impersonal market 
forces of supply and d e m a n d . If the assumpt ion of perfect compet i t ion is not 
met , as in the ol igopol ist ic and monopol i s t ic mode l s , the e c o n o m i c effect of 
p o w e r is s h o w n to be necessari ly negat ive , except in cases of e c o n o m i e s of 
scale . As I discussed in the first lecture, the assumpt ion of perfect compet i t ion 
does not fit our current political e conomy, and the economic results have been 
negative. But is power necessarily negative? Is power necessarily used for 
se l f -aggrandizement at the expense of the larger c o m m o n w e a l t h ? O r is it, 
ironically, the very power of the economic paradigm of reality that blinds us 
to the possibility of positive exercises of power? 

Power cannot be banished by sleight of mind. The problem is how to civilize 
p o w e r - how to m a k e p o w e r intel l igent, humane , product ive , e m p o w e r i n g , and 
l iberating rather than nar rowly selfish and rapacious - how to make p o w e r just 
rather than unjust - how to subordinate power to the creation and achievement of 
corpora te vis ions. And . as we can see by the panic and violence in our sexual 
r e l a t i ons n o w a d a y s , we u n d e r s t a n d woefu l ly l i t t le abou t m u t u a l p o w e r . As 
traditional hierarchical roles between and within the sexes dissolve. Utopian love 
has not immediately emerged . Instead, we exper ience confusion and pain, panic 
and unilateral assert ions of power , usually by men over women , and by straights 
over gays. 
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Just as market economic theory obscures the issues of vision and power, so too 
does it overlook the issue of t iming. From the point of view of economic theory, 
vision, power , and t imely ac t ion—the very factors that, if construct ively cult ivated, 
can make us creative, product ive, inquiring leaders are either treated as exogenous 
var iables or as taken-for -granted aspec ts of h u m a n rat ional i ty . There fo re , the 
increasing p redominance of economic thinking in our social life during the past 
generation, I argue, contr ibutes to our decadence - to our sense of meaninglessness 
and d i s e m p o w e r m e n t w h e n it c o m e s to u p s t r e a m s w i m m i n g t o w a r d t h e 
sources of excel lence. 

Q U E S T I O N S A N D A N S W E R S 
Sources of Excel lence II: Sources of Economic G r o w t h 

/ am reacting to the "existence" part of the handout (see Table 2): This seems 
to me very focused on human existence. This is people, having, doing, knowing 
and becoming. I just want to point that out. And the slide that talks about 
responsible management and shared vision; I wonder how other life, including 
'he planet, might respond. I'm taking an environmental perspective here. I 
think we need to look at the whole planet—1 mean the whole universe—ulti­
mately to be developing a responsible vision. Even a vision that people can 
e"gage in that's sufficiently compelling to maintain these goals. So I wonder 
how that all fits in the model that you 're presenting. 

Well . I think tha t ' s a very good point. My exper ience is that " B e c o m i n g " — 
becoming aware of the interrelation of the four layers—has to do with becoming 
a * a r e of m y s e l f as an e a r t h - b o u n d , p h y s i c a l a n i m a l , as a wa t e ry , e m o t i o n a l 
fish, and as a sky-seeking bird: rather than being captured by any one level of 
exper iencing. I think peop le in m o d e r n society tend to get captured by s ingle 
' a y e r s . S o m e people get captured in the having layer, as c o n s u m e r s — a n d their 
Predominant image and exper ience of themselves is as consumers . Other people 
s ° e themselves primarily as workers ; their life revolves around getting in there and 
w " r k i n g hard and achieving goals . Other people see themselves as knowers , and 
they think they can understand the world in their head, so to speak. And I think 
that t rying to meande r into the spaces be tween the layers, and be aware of the 
discontinuities in myself be tween the layers, makes me much more aware ol the 
envi ronment as a w h o l e — o f the p l a n e t — a n d my par t ic ipat ion in the different 
natures on this planet. 

We were talking last t ime about being vulnerable. Being vulnerable to discon­
nection, being vulnerable to the suffering. O n e hears and sees w h a t ' s uglv and 
t h a t ' s suffering and doesn ' t want to distance oneself by using technology. For 
example, many people have become concerned with the technology and the ethics 
o f ending o n e ' s own life. But there is a very s imple , spiritually dignified and 
Profound w a y to c h o o s e o n e ' s t ime for t ransforming beyond life in this body . 
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Scott Nearing, one of the earliest Geologists, chose this path as he neared his 100th 
birthday: lasting. 

You answered my question as I was holding my hand up. I was going to ask 
you if you consider being aware of what's around you as being aware about the 
planet and other people. Or do you maybe see a fifth layer, coming on the 
bottom here, where you begin to see where you fit into the cosmos. 

W e could say that, but I think inevitably one asks that question as one looks at 
the discontinuit ies between the layers. W h o am 1 anyway? What kind of a being 
am I? As soon as you begin looking at yourself across all four layers, you experi­
ence enormous amounts of discontinuity. All of your self-images are incredibly 
small and incomplete compared to w h o you are day to day as you walk around. 
You ' r e not just an intellectual. You ' r e not just a competent being. Y o u ' r e a per­
son who forgets his glasses here, and w h o spends part of every day not sure why 
they ' re here, and not sure whether they want to go on. And other parts of the day 
being an incredibly goal oriented person, and other parts of the day just whining to 
o n e ' s self because of one small thing that happened. All of these different selves 
we are during the day aren ' t captured by any images we have, by our resume and 
so forth. So beginning to become aware of all four layers going on at the same 
t ime makes you very, very humble , first of all. and increases your awareness of 
wha t ' s going on out there. 

Of course to be timely means not just to be timely in terms of my own life, but 
be t imely in terms of the life of the organization, in terms of the life of the larger 
c o m m u n i t y . And as we have b e c o m e m u c h m o r e aware in the last 20 yea r s , 
there ' s something about the t ime of this planet and about the relation of our civi­
lization to the earth that is coming into crisis. Being very low awareness beings, it 
takes a crisis to get our attention. 

I think one of the troubles with intellectual life in the 20th century, and i t ' s being 
very nicely brought out right now by this new book by Paul Kennedy from Yale, 
where he looks forward to the 21st century. He presents a kind of doomsday pre­
diction that the environment is going to crash and all sorts of things are going to go 
wrong. This is a typical intellectually aware look at the future. You extrapolate all 
of the things that you can count and hold in your head now, and boy does it look 
bad in the future. T h e y all c o n v e r g e and t h e r e ' s a kind of c rash . A n d t h a t ' s 
because that kind of thinking doesn ' t take into account the real energy that ' s going 
between the layers and the real effort to be aware of the situation as you go. And as 
the crisis increases, it really becomes unpredictable what w e ' r e going to do. The 
crisis may have to go a very long way before human ingenuity is wrenched around 
to begin to really address it. just as the crisis went to the point of Pearl Harbor 
being bombed before World War I I—a very deep intrusion into America , and then 
the response began. So I think that neither opt imism or pess imism is warranted. 
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Three of your four layers of human capital seem to be structured around a 
hierarchical model. Could you comment on the fact that business today seems to 
be going more towards a 'democratic' model, for lack of a better word, in terms 
of highly involving self-directed teams, empowerments, and all the buzz words 
today. This hierarchy seems to be going very contrary to that. 

Wel l , t h a t ' s a g o o d ques t i on . W e had a c o m m e n t du r ing the first l ec tu re , 
somewhat the same quest ion: I had talked about a role in the first lecture for mid­
dle management and somebody said "You seem to be trying to get rid of middle 
management and to flatten the organizat ion." And I said at that t ime that while 
I think we have t remendous middle management bloat, that could be gotten rid of. 
I do not be l ieve in (he totally non-hierarchica l sys tem because I d o n ' t see—it 
seems to me that it takes years to develop relationships among these different lay­
ers. It probably isn' t until after middle life that one can get so to speak 'behind 
o n e ' s own knowing ' and recognize how limited one ' s own knowing is. And tha t ' s 
what senior management is supposed to be able to do. It 's supposed to be able to 
see beyond it 's own 'Knowledge" (see Table 3 )—tha t ' s what ' W i s d o m ' i s—being 
able to see all that you don 't know, as well as what you do k n o w — s o that you 
finally can make judgmen t s , and take actions that truly have the intended effects 
(with no more than manageable ' s ide ' effects). 

As long as you ' r e just operat ing on what you know, and so long as you think 
that you know pretty much everything, you can ' t possibly make a wise judgment , 
b e c a u s e in fact wha t you d o n ' t know mus t be m u c h g r e a t e r than wha t you 
know. So I think middle management is typically caught in this struggle between 
believing that one has begun to master the envi ronment , one knows the industry, 
one knows how to act on the one hand, and on the other hand having more and 
more exper iences of mystery—that can show that isn't all there is to it. 

Of course , one can prejudge most of the myster j away, and thereby never learn 
'com exper ience in a transforming way. by becoming cynical, fo r . to be cynical is 
l (» treat ou tcomes as negative and someone else as at fault. 

All the people who came up in Wall Street in the 1980's and thought that the 
market would get better and bet ter—you know it takes about ten years to have the 
exper ience that tells you "no- the world isn ' t jus t the market get t ing better and 
better all the t ime". So I think there a lways will be a middle management , and I 
mink that I 'm trying to pare it down to the minimal number of levels that I think 
''"uly exist, that are really metaphysical levels, that really actually exist. So I think 
mat o n e ' s going to have a three-level human enterprise, with tops, middles and 
bottoms in any society, in any Utopian society. 

Would you say that F.D.R. was a middle manager? 
No. why? 
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It just seemed to me from your introduction and historical prelude there that 
you were arguing that he would have been at the high end but at the same time 
you suggested that he was interested in jumping into World War II much sooner 
than would have actually been a good idea given the fact that the nation as a 
whole hadn't embraced it as being a just cause. So it sounded like having the 
isolationist Congress holding him back was probably a good thing for him, in 
that he would have otherwise been a pawn in his own creative destruction. 

W e l l . I d o n ' t in te rp re t my o w n lee tu re in qu i t e the w a y that you j u s t d id , 
a l though I think i t ' s a very creative interpretation. I think that H.D.R. did see the 
danger that Hit ler ' s Germany posed before a lot of other people did, and why the 
United States couldn ' t afford to avoid the conflict altogether. He also obviously 
saw (and was a political enough animal that he unders tood) that his view was not 
shared by other people , that he hadn ' t yet figured out a way to share it with them 
sufficiently. So I think he actually did see. He worried about the fact that he did 
not know how to convey this in a way that would transform peop le ' s v iews. And 
then suddenly , a long came the Japanese and did it for him. 

So , whi le he d i d n ' t k n o w how to do it by himself , he sure k n e w it once it 
h a p p e n e d — h e sure r ecogn ized the oppor tun i ty when it o c c u r r e d — h e sure had 
the ' W i s d o m ' not to burn himself out when he cou ldn ' t do it and then again to 
recognize and to act when he could do it. So I think he was operat ing in the senior 
execut ive/ leader capacity there. 

I'd like to propose adding a layer. This is a masculine model. These are 
things that men do—they have, they do, they know. What's missing is Being. 
Just Being. I think the 'Capital' of this additional 'Being' level is 'Awareness' 
and 'the 'Exchange' is Relational,' and the 'Objectives' are 'Relationship.' And 
I think the 'Knowledge' is of what's present , the 'Knowledge' is 'Attention.' 
That would help me with the environmental question. From the way you were 
speaking that sounded like an overlay—like the way you move through this or 
integrate these four levels is through being in relation and awareness and atten­
tion. But I think that in and of itself might be a place to be sometimes, the way 
'Doing' is a place to be sometimes. 

I accept . All of your layer could also be overlaid directly on this one that I am 
now call ing 'Becoming . ' but that for 10 years carried the word Being there instead 
of Becoming . So I 've gone back and forth on how to name these ideas, which are, 
of course , at best only sugges ted by these words in relation to your activity of 
at tending. 

One of the things that I remember slightly from my lifetime and also in read­
ing is not only Roosevelt as a leader, but what always amazed me is how self-
confident or daring he was able to be in the face of whatever else was going on, 
what other people did. And courageous action that he would have taken at 
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times. Maybe not involving the war but in some of the social programs. Or in 
trying to pack the Supreme Court, or all the kinds of things he was willing to do. 
And I wonder, is that part of your definition of leadership, or is that something 
that has to do with the personal make up or character? 

I think tha t ' s very interesting. T o me what it evokes is that there was a period in 
the early 20th cen tu ry—the first half of the 20th c e n t u r y — w h i c h p roduced the 
most astonishing array of world historical characters w e ' v e ever known: Churchi l l . 
DeGaul le . Adenauer in Germany—rea l ly t remendous , as one French writer called 
them. ' O a k s ' — t h e great ' O a k s ' that grew up. O r Go lda Meier , born in Russia , 
reared in the U.S. , leader of Israel. But not only in political matters. In art too: 
Picasso. J ames Joyce . Virginia Woolf—all these incredible ' f ict ional ' characters 
you might s a y — w h o went beyond what could be imagined. Interesting spiritual 
leaders throughout that whole period, as well : I ment ioned Gandhi last t ime. 

I ' ve wondered to myself. "Wha t has happened. W h y don ' t we have that kind of 
leadership in quite that quality a n y m o r e ? " I think in a funny way it relates to the 
earlier quest ion. I t ' s because there ' s quite properly a feminization of leadership—a 
sense that s o m e t h i n g more "Relational" is needed . We don ' t need these great 
figures—and DeGaul le was the ult imate I suppose—this huge , erect man, absolute­
ly unbending, the most mascul ine archetype we could imagine. T h a t ' s not what 
we need today. W e need a capacity to be between the layers, to relate, to attend in a 
Way that brings other voices into the conversat ion. So w e ' r e trying to d iscover 
how you generate that kind of relational leadership and how that can be courageous 
leadership too. And we don ' t quite have the feel of it yet all together. 

Actually, as I think of it now. F.D.R. was an unusual blending of a relational and 
a courageous leader.... 

Let me offer an alternative hypothesis, which is that the media, particularly 
television, has enabled us to dissect our leaders, and their statements and their 
foibles and their failings in ways far different than we were able to 60 years ago. 
And therefore it undercuts the role of hero or heroine. 

T h a t ' s a very good point . I think tha t ' s really true too. One of the very sad 
th ings is that 1 th ink the p ress has n o w g o n e from be ing a great gua rd i an of 
' reedom to being in some ways a very direct antagonist to further development of 
the society. Because the press has the ability to see all the incongruit ies between 
the levels here, but it has no theory about how to help the society or individuals or 
groups or organizat ions increase their congrui ty. So instead what it does is disillu­
sion eve rybody . Because of course there are huge gaps be tween each of those 
' a y e r s in each of us and in each organizat ion. And when they are revealed they can 
he the beginning of a cure—they are wounds that can be cured. But they can only 
be cured with the right kind of attention, with the right kinds of relat ionships, and 
the press doesn ' t do that. All they do is expose , expose , expose . 
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That seems inconsistent with your proposition, that we need to he simultane­
ously aware of all four layers. That is what the press, the media is doing. I 
would agree with you that it isn 't yet the source of solutions, hut it is a source for 
helping people who are not aware of all the layers, that those layers are there. 
Identifying the discontinuities is in fact, is it not, the first step? 

Well , it is a step, and if the media only had a sense of themselves as being active 
in te rveners in social s i t ua t ions—which they very dramat ica l ly are . you see—if 
they recognized themselves for what they really are. But. the media still v iews 
themselves as d isembodied observers . 

They just may he doing a had job of doing the right thing. 
Well , I don ' t think they even have a model . I think it would be very excit ing.. . 
I 'm not t ry ing to sugges t that they are a w a r e that this is the funct ion they 

perform. You see. I 'm taking an increasingly strident position against the media 
and against univers i t ies , even though I live in one . Because both of them still 
maintain a version of knowledge-ge t t ing—based on objectivity and based on dis­
embody ing the observer from the actor. And I think that is now so dange rous—i t ' s 
so dangerously untrue—that I want to say very loudly that I oppose that model of 
how knowledge is generated. Now, I agree with you that there is a very posit ive 
funct ion to revea l ing d i scon t inu i t i e s . But so long as the media d o n ' t take any 
responsibil i ty for the fact that they have real effects on people and organizat ions, 
and d o n ' t try to use their c a m e r a s to actual ly improve a s i tua t ion , all it leads 
organizat ions to do is to try to keep the media out. 

The media do have these ombudsmen , as the Boston Globe h a s — a person w h o 
writes about the effect of writ ing a certain article or publishing a certain photo or 
cartoon about people . T h a t ' s a beginning step toward saying, " W e actually have 
effects on the c o m m u n i t y through our repor t ing ." But there could be a much , 
much stronger effort that could make a major positive difference. So I 'm taking 
m y strong stand to try to highlight the fact that the media and normal academic 
research don ' t acknowledge and go through a process that actually helps people to 
increase their awareness . 

If they serve the role as an external agent—-just like someone can act as an 
external agent that helps me be aware of something that I'm not aware of—if 
they 're an external agent, they are still serving a good, independent of the fact 
that they're not performing it aware of what they are doing. 

I ' m not a r g u i n g tha t w e s h o u l d n ' t h a v e any m e d i a . T h a t s e e m s sor t of 
r idiculous. So I think w e ' r e both r igh t—maybe . Le t ' s go on and see... 

[Ano the r par t ic ipant ] I'd like to throw out a tangible example of how the 
media throws light on something, and where they didn't solve that, but I'd agree 
with the gentleman here that maybe that isn 7 the press's role. The example I'd 



S O U R C E S O F E X C E L L E N C E 4 9 

like to draw from is NBC dateline, not on CM. but the one on WallMart, where 
they showed a contractor of Wall Mart's employing children in a factory in 
Bangladesh. Now the press provided no solutions. They were, as you were 
saying, they were showing the discontinuities between the company which has a 
good record of social responsibility but clearly was buying goods from a factory 
that exploited children. 

Now, behind the scenes after this occurred our firm—which has been men­
tioned earlier in the series: Franklin Research and Development—we own stock 
in Wall Mart. We're a socially responsible investment firm, and we contacted 
Wall Mart, and said, "Our clients, who wish to invest in socially responsible 
companies, who have holdings in Wall Mart, are concerned about this issue." 
So we took the constructive role I guess, to bring these discontinuities and bring 
things back into continuity. Now what we've done is that we've persuaded Wall 
Mart—/ believe this is going to pan out—to adopt a set of basic human rights 
standards which all their contractors will be required to sign onto. It includes 
"no child labor" and things like that. But from this example, clearly the press 
are showing discontinuities. They obviously are not providing a solution to that 
in this case. But maybe its the role of other people to do that, and you really 
shouldn 'I—/ think you 're being too hard on the press for doing something that's 
totally outside their capacity to do. It's not up to the press to do that, it's up to 
other actors to do that. People, maybe like ourselves. 

Well , that may be, and y o u ' r e perfectly we lcome to c o m e to that conclusion. I 
just hope that talking about it tonight makes you look at the press differently from 
now on, and think about this issue, because I just think i t ' s a terribly important 
issue to think about, which is the quest ion of how know ledge is developed, and 
then played back. And the degree to which the knowledge developer is an active 
Participant in situations and might do better if they recognized their relationality to 
a situation rather than treating themselves as objective. But certainly there ' s a role 
for other people , and it is also often true that when the press shows something it 
does lead to construct ive change . 

/ would offer the G.M. case as support for your argument, actually. The 
expose of the pick-up truck, where the gas tank blew up when the truck rolled 
over, was actually simulated. The attempt to provide knowledge to the market 
Place in an attempt to influence the outcome. That appears to me to be a clear 
ease of trying to do good, i.e. inform us, so that we would act, or someone would 
Oct, except the method used, was instead of informing, to become a participant. 
They in fact became a participant in attempting to generate a solution. And 
constructed something that didn V exist in reality. 

Well, and they covered it up and acted as though they weren ' t . They continued 
1 0 present themselves as though they were providing objective knowledge , when 
diey in fact had generated the know ledge. So. well, these are complicated issues to 
Pull out. Le t ' s go on to another quest ion. 
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Earlier you mentioned universities and the sciences as having a stance similar 
to the media. My guess would be that it has something to do with the same 
stance of objectivity, of pretense overall, but I'd like to hear a sense of why you 
include the sciences in what you are objecting to. 

Well , because I think that social science as a who le—not to mention the humani­
t ies—is about self-knowledge, or should be about self-knowledge fundamental ly. 
And all the social sciences are increasingly presented as though they are objective 
knowledge about something else, and they are all supposedly general izable knowl­
edge—tha t is knowledge usable in any t ime and p lace—as an objective outsider. 
But this is not how we use knowledge . W e use knowledge for our own ends , as 
insiders in situations. W e want k n o w l e d g e — w e want social science k n o w l e d g e — 
in order to apply it in the situations where we act. So actually, d isembodied gener­
alized knowledge is never appl icable to us, as individuals w h o want to act. The 
whole model seems to me misleading. It leads you to imagine that you have true 
knowledge that is not based on your limited perspect ive, and it g ives you knowl­
edge that is not applicable to you as a person w h o is actually engaged in the situa­
t ions. It doesn ' t teach you to be aware of the actual exchange that is occurr ing at a 
given t ime and place. So for all those reasons it seems to me that social science is 
engaged in creat ing an illusion, rather than a liberating kind of knowledge . 

But then, tha t ' s all at a kind of micro l eve l—how it affects a particular person. 
At a mac ro level the universi ty b e c o m e s now the church of modern society. It 
b e c o m e s a re l ig ion, it b e c o m e s a bel ief that there is such a th ing as objec t ive 
knowledge apart from the subject. And I don ' t think that tha t ' s been shown: in fact 
the phys ica l sc iences have m o v e d to a different pa rad igm, which is about the 
relat ionship be tween the subject and the object. The social sciences are a p i n g — 
once a g a i n — a natural science that doesn ' t work. I think we need a paradigm of 
the social scientist and the social actor as the same person. And of how you get 
increas ingly object ive and valid knowledge in the midst of an engagemen t , not 
apart from an engagement . 

Right now, universi ty tenure decis ions are based increasingly on specialized dis­
c ip l inary k n o w l e d g e , which , in turn, is largely i r re levant and even des t ruc t ive 
of what we need to learn to be good manage r s . Ironically, the last part of the 
university to buy into specialized disciplinary knowledge is the school of manage­
ment . So we ' l l probably be the last o n e ' s w h o are proudly assert ing our academic 
viability with a model of knowledge that doesn ' t work in action. | l aughler | We ' l l 
see how it goes. The j u r y ' s still out. 

Thank you very much . The next lecture is from the period of 1851 to 1933, 
from the founding of our first school of management - the Whar ton School - in 
1881 . T h e lecture will be about the deve lopmen t of m a n a g e m e n t and how we 
ended up making a mistake about how to educate managers . Thank you again for 
coming tonight. 

[Applause] 
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T he first two lectures have suggested that there is a rare quality of leadership 
e x c e l l e n c e that in tegra tes ups t r eam inquiry about the sou rces of pos i t ive 

vision with downs t r eam action effectiveness. I have argued that the absence of 
such leadership in the United States over the past 30 years has resulted in a period 
of decadence ; and I have argued that the presence of such leadership in the United 
States dur ing the prior 30 years - especial ly in President Rooseve l t ' s process of 
guiding the country into World War II - resulted in a period of unparalleled moral . 
Political, and economic growth. 

Tonight . I would like to discuss the parallels be tween the development of the 
United States economy and polity at the end of the 19th century and the develop­
ment of a global economy and polity today, at the end of the 2()th century. Then . 
I wish to i l lus t ra te the p e c u l i a r con t r a s t b e t w e e n the ac tua l b u s i n e s s h i s to ry 
°f repeated creative and opportunist ic retrainings of the means of growth, on the 
° n e h a n d , a n d t h e d e v e l o p m e n t of t y p e s of k n o w l e d g e a b o u t e c o n o m i c 
development that emphas ize narrow control within an unchanging framework of 
assumptions , on the other hand. Let me repeat that sentence in different words: 
' Will illustrate that real world growth of enterprises, such as Sears Roebuck, and of 
ent repreneur ia l / leadership careers , such as Andrew C a r n e g i e ' s , show a repeated 
Upstream inqui ry and re -v i s ion ing , a r epea ted t r ans fo rmat ion of a s s u m p t i o n s , 
a repeated refraining and renaming of the g a m e being played. By contrast , the 
dominant mode of economic theory. the dominant type of scientific method, and 
me dominant kind of management educat ion in recent years are all based on an 
Unchanging frame, an unchanging set of assumpt ions from which correct decisions 
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and actions are supposedly deduced. 
I will conclude that unless we radically reframe economic theory, as well as the 

social sciences more generally, and management educat ion, our educational system 
will not prepare us tor the global chal lenge of the 21st century. As Table 4 shows, 
a t ruly l ibe ra t ing and e m p o w e r i n g social s c i ence and m a n a g e m e n t e d u c a t i o n 
t reat all four k i n d s or ' t e r r i t o r i e s ' of e x p e r i e n c e as v a r i a b l e s to be s t u d i e d , 
adjusted, harmonized. 

Table 4: 

The Executive Awareness and Art 
that Professional Education Properly Cultivates 

Through testing, validating, and refraining, entepreneurial executive 

leaders properly generate increasing harmony, integrity, and synergy 

among four territories of experience that can he expressed as: 

Four Four F o u r Four 
Qual i t ies t ime spatial aspects 
of act ion hor izons hor izons of sc ience 

ou tcome quarter depar tment data 

operat ion year productive research 
unit method 

strategy 3-5 years total organization theory 
in market 

mission 7 years to global/social paradigmat ic 
lifetime development assumpt ions 

v . . J 

T h e Analogy Be tween the U.S. at the End of the 19th Century and the Global 
Economy Today 

There are many parallels to be drawn between the flamboyant, frontier capital­
ism of the Amer ican 1870's through the 1890's and the unregulated, multinational 
capital ism on the global scale in the 197()'s through the I990 's . 

In the 1880's. the United States had a national currency, but no national bank. In 
the 198()'s. the world had no international currency, but two major international 
financial institutions, the World Bank and the International Monetary Fund, contin­
ued to define themselves . The United States developed a reliable regulator of its 
currency only with the creation of the Federal Reserve System in 1913. Let us 
hope that by the year 2 0 1 3 . the global communi ty can agree on the necessity for a 
c o m m o n c u r r e n c y and a m o r e in f luen t ia l I n t e rna t i ona l Mone ta ry A u t h o r i t y , 
refraining the concept of sovereignty. as envis ioned forty years ago by internation­
al economis t Robert Tri l l in . 
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In the I89()*s. law and order was a distant aspiration rather than a present reality 
for much of the continental United States. In the 199()'s. alter decade- long confer­
ences struggled to define a law of the seas and a law for outer space, an unprece­
dented number of individual countries struggle with the d i lemma of how to define 
their own boundaries , how to regulate their internal affairs, and how even to count 
the Hows of money and information across their borders. 

In the United States over the past century and today in the global market , the 
mix of mult iple cul tures , the huge and differentiated market , and the growth of 
complex quasi-public corporat ions that span normal jurisdict ional boundaries gen­
erate a need for visionary leadership in all quarters of the economy and polity, for 
executive acumen in the exercise of transforming power, and for artistry in action. 

Yet. over the past century, the United States has gradual ly evolved from the 
highly entrepreneurial society of the late 1800s to a country predominant ly charac­
terized by doctors , lawyers , accountants , scientists, professors, civil servants , and 
manage r s - by profess ional e m p l o y e e s with execu t ive power s - rather than by 
entrepreneurial citizen leaders. How so? And how must we change our under­
standing of social scientific know ledge and of professional educat ion for action, if 
we arc to encourage a fuller multi-cultural global economic and political creativity, 
rather than the savage, ethnocentr ic efforts at unilateral control that today rage in 
some localities and threaten in others? 

Three Types of Control 
In o rde r to a n s w e r this ques t ion , let us e x a m i n e in brief ou t l ine the actual 

development of management , management educat ion, and social science over the 
Past century. 

Founded in 1881. the Whar ton School at the University of Pennsylvania became 
the country. \ first school for the education of professional managers . The field of 
accounting did not yet include calculat ions of depreciat ion on capital equipment in 
the area of capital account ing, and professors of finance could not yet teach then 
students how to calculate "Return on Investment" since the basic formula was not 
to be invented by the Du Pont Company until 1904. Indeed, in 1881 neither the 
A m e r i c a n E c o n o m i c A s s o c i a t i o n nor t he A m e r i c a n A s s o c i a t i o n of P u b l i c 
Accountants yet existed. 

But the need for persons with knowledge about how to coordinate the diverse 
aspects of a large enterprise had become increasingly evident ever since over S7(X) 
mil l ion had been inves ted in o v e r 30 la rge r a i l roads b e t w e e n 1830 and I860. 
Resolving conflicts by mounting locomotives and driving them full tilt into each 
other, as James Fisk and J.P. Morgan did in their struggle lor financial control of 
'he Albany and Susquehanna Railroad struck some observers as a less than ideally 
efficient way of managing capital resources. 

T h e founding of the W h a r t o n School was part of a much larger cur ren t of 
attempts at using knowledge to gain control over nature and human nature, as the 
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accompany ing table of professional organizat ions founded in the late nineteenth 
century shows (See Table 5) . 

Table 5: 

Founding Dates of Professional Schools, Professional 
Societies and Research-Based Universities 
( ^ 

1852 A m e r i c a n S o c i e t y o f C i v i l E n g i n e e r i n g 

I 8 6 0 Shef f i e ld E n g i n e e r i n g S c h o o l , Ya le 
1 8 6 2 M a s s a c h u s e t t s In s t i t u t e o f T e c h n o l o g y 

1871 A m e r i c a n Ins t i tu t e o f M i n i n g a n d M e t a l l u r g i c a l E n g i n e e r i n g 

1 8 7 3 A m e r i c a n S o c i e t y o f R a i l r o a d S u p e r i n t e n d e n t s 

1 8 7 6 J o h n H o p k i n s U n i v e r s i t y , E d i s o n L a b o r a t o r y ( l a t e r G . E . ) 

1 8 8 0 A m e r i c a n S o c i e t y o f M e c h a n i c a l E n g i n e e r i n g 

1881 W h a r t o n S c h o o l , U n i v e r s i t y o f P e n n s y l v a n i a 
1885 A m e r i c a n E c o n o m i c A s s o c i a t i o n 
1 8 8 6 A r t h u r D . L i t t l e C o m p a n y 
1 8 8 8 C l a r k U n i v e r s i t y 

1 8 9 0 U n i v e r s i t y o f C h i c a g o 

1 8 9 7 A m e r i c a n A s s o c i a t i o n o f P u b l i c A c c o u n t a n t s 

1902 B u r e a u o f S t a n d a r d s . U . S . G o v e r n m e n t 
1 9 0 2 C a r n e g i e In s t i t u t e o f T e c h n o l o g y 

v. . . , 

R e f l e c t i o n o n e v e n t s o v e r t he h a l f c e n t u r y f o l l o w i n g t h e f o u n d i n g of 
the Whar ton School will show that there are in fact three kinds of knowledge and 
three kinds of control that one may seek in at tempting to guide o n e ' s own or an 
organ iza t ion ' s dest iny. Managemen t educat ion and market economic theory have 
focused on on ly o n e of t he se th ree types of k n o w l e d g e and con t ro l o v e r the 
past century. 

One type of knowledge and control involves descript ive information about the 
state of the external envi ronment and the internal system, so that one can alter the 
sys t em ' s internal operat ions - increase quality and productivity relative to costs -
in order to improve its performance in the environment . This is the kind of infor­
mation and control that economic theory and management educat ion have focused 
on over the past century. One gathers information, analyses it, makes a decision, 
and a t tempts to implement it by altering the internal operat ion of the organizat ion. 



S O U R C E S O F E X C E L L E N C E 5 5 

A second type of knowledge and control involves internalizing some portion of 
the external envi ronment so that it becomes a resource rather than a threat. In this 
case, some Type One descript ive information is necessary at the outset, and some 
Type One control over internal operat ions will be exercised at the conclusion of the 
internalizing process : but the internalizing process itself proceeds as an act of Type 
T w o political control first, followed by an expansion of Type T w o skill knowledge 
second. W e can look at the history of Amer ican business over the past century to 
see what this means in concrete terms. 

The history of Amer ican business over the past century is not only a story of 
exercises of Type One knowledge and control , but a story of mult iple forms of 
Type T w o control and knowledge . In the 1870s, railroads each at tempted to corner 
the na t ionwide transport bus iness through sheer geographical expans ion . In the 
1880s and 9 0 s , the large oil and steel c o m p a n i e s a t t emp ted to in te rna l ize the 
competi t ion by horizontal integration - i.e. by forming industry wide trusts. In the 
ear ly 1900 ' s , a th i rd s t ra tegy for i n t e rna l i z ing the e n v i r o n m e n t e m e r g e d , the 
strategy of vertical integration. Sears and Roebuck is a striking example of gradual 
ve r t i ca l i n t e g r a t i o n , s t a r t i n g as a m a i l - o r d e r w a r e h o u s e , t h e n m o v i n g b o t h 
' forward ' toward the consumer through retail s tores and ' b ack w ard ' toward the 
raw materials by starting or buying its own factories. 

In the late 1940's and 195()'s. related diversification became a predominant new 
way to internalize the envi ronment . Compan ies learned to protect their markets by 
redefining themselves in more generic terms. Airl ines, for example , recognized 
t hemse lves as in the t ranspor ta t ion bus iness , in compe t i t i on not jus t wi th one 
another but with trucks, buses , railroads, etc. . and needing to provide all forms of 
transportation support to make their services desirable (railroads, by contrast , failed 
to redefine themselves in this way) . In the 1960 s and I97()'s unrelated diversifica­
tion, whe the r in the form of cong lomera t ing essential ly unrelated products and 
services or in the form of mult inat ionals operat ing in essentially unrelated environ­
ments , became the newest recognizable direction for internalizing the e n v i r o n m e n t 
And. finally (for the present) , in the 198()'s the example of ' Japan. Inc. ' and the 
'Gang of Four ' (South Korea. Ta iwan . Hong Kong, and Singapore) suggests the 
Possibility of treating entire countr ies , not single firms, as the units of compet i t ion. 

Notice that T y p e T w o control and knowledge are viewed as vaguely or directly 
illegitimate, from the point of view of market economic theory. For entrepreneurs 
and firms that exercise Type T w o control and knowledge are. in effect, seeking to 
escape control by the market - are seeking, indeed, to control the market. 

T h e r e is yet a n o t h e r type of k n o w l e d g e and control . Th i s third type of 
knowledge and control involves re framing the re lat ionship be tween onese l f 
and the env ironment . In this case, neither the organizat ion nor the environ­
ment unilaterally controls the other. Type Three knowledge and control gen­
erates mutua l i ty and mutua l t rans format ion b e t w e e n the e n t r e p r e n e u r or 
organization and the env ironment . The very words 'knowledge ' and 'control ' 
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are no longer quite appropriate at this level. Type Three knowledge is really 
a kind of active, living awareness - the kind of leadership and capital that I 
have spoken about in the first two lectures. And Type Three control is really 
a kind of free play that seeks to evoke free play in response. 

Let us e x a m i n e T y p e T w o and T y p e T h r e e k n o w l e d g e and cont ro l th rough 
the examples of one company over t ime - Sears . Roebuck & C o - and one entrepre­
neurial leader over t ime - Andrew Carnegie . 

Sears , Roebuck & Co. 
Scars Roebuck has significantly refrained itself and its ' g a m e ' no fewer than 

four t imes in the past century. 
Richard Sears initially mail advertised dis t ress-merchandise , one batch at a t ime. 
Julius Rosenvvald bought the business in 1895 and played a major role over the 

next twen ty yea r s not on ly in r e f raming Sea r s , but a l so in i nven t ing m o d e r n 
product ion and distr ibution managemen t . Five years before the Ford assembly 
line, the Sears Chicago mail-order plant in 1908 became the first mass production 
process with plant-wide schedul ing. Even before this. Rosenwald revolutionized 
market ing from the age-old "caveat empto r" - "let the buyer beware" - to Sears ' 
guarantee of "your money back and no quest ions asked." He transformed Richard 
Sea r s ' exaggera ted c la ims and irregular offerings (typical in the late nineteenth 
century) into a pe rmanen t cus tomer base of low income farmers, far from city 
stores. The reliable descript ion of a full range of low -priced needed goods in the 
regularly publ ished Sears ca ta logue made it the "wish book" for genera t ions of 
Amer ican farm families until just this year. 

In this transformation from the unreliable mail order of distress merchandise to a 
rel iable fulfiller of c u s t o m e r s ' d r eams , we see a Type Three playful process of 
reframing both the producer and the consumer . 

The second transformation of Sears occurred in the late I920 's and I93()'s, when, 
under the leadership of General Robert E. Wood, the company responded to the 
"au tomobi l i za t ion" of Amer ica by building large retail stores at the outskir ts of 
cit ies, forerunners of the suburban shopping mall . This transformation involved 
m a n y m a j o r c h a n g e s . T h e c o m p a n y i n t e g r a t e d f o r w a r d s f rom c e n t r a l i z e d 
mail-order plant to decentral ized stores in a thousand different locations. At the 
same t ime, it integrated backwards from centralized mail-order plant to develop a 
vast network of reliable suppliers. In these respects. Sears was engaged in Type 
T w o changes of k n o w l e d g e and control . This was most especia l ly tangible in 
regard to Type T w o managerial skills for store managers . For years the greatest 
bott leneck in Sears ' operat ion was the shortage of managerial ta lent—part icular ly 
store managers—for this vast decentral ized network. The company responded by 
virtually invent ing the field of managemen t deve lopmen t , including sys temat ic 
methods for measur ing and rewarding managers ' performance. The company was 
investing in a process of developing Type T w o skill knowledge . 
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During this transformation, Scars was also redefining its market from low-

income farmers to farmers and city dwel lers who aspired to a middle-class stan­

dard of living. Within the company itself, this refraining included the development 

of merchandise research, planning, and design that t ransformed high-priced prod-

acts, like refrigerators in the I92()"s. into less expensive facsimiles. Here we see an 

e x a m p l e of T y p e T h r e e r e f r a i n i n g of how to m e e t a n d play w i t h t h e 

customer. The Sears stores as adult play pens - as adult versions of Toys R Us. 

In the late 1950 s after General Wood retired. Seats gradually transformed itself 

a third t ime, this tunc less visibly, less dramatical ly, and perhaps less successfully 

in the long term. It d i agnosed the mass of its market as shift ing aga in , from 

Working class incomes with middle class tastes to middle class incomes with upper 
class tastes. Kitchen appliances and power tools remained, but by the late I97()'s 
Sears was also deeply commi t t ed to toiletries, was the wor ld ' s largest d i amond 

merchant , was one of the wor ld ' s largest booksel lers , and was a major trader of 

original art objects as wel l . Ano the r profound change was that s ince W o o d ' s 

ret i rement, no highly visible, visionary, dominant , or long-term chief execut ive 

emerged over the next twenty years. 

A fourth and slill more stuttering, incomplete , and unsuccessful refraining of the 
business has occur red dur ing the 1980s. Th i s t ime the t ransformat ion appears 

more reactive and disjointed than proactive and coordinated, fueled by Type One 

know ledge and control, rather than Ty pes T w o or Three . When profits dropped lot-

three consecut ive years at the end of the I97()'s. Edward Brennan became president 

and predicted future success for the company because Sears would "reinject. . .some 

price points we had discont inued earlier" (i.e.. move back to the middle-class mar­
ket) and because "the consumer is going to begin to buy again." In effect, he was 

pledging a return to a former strategy rather than the creation of a new one. and he 

Was banking on a general economic upturn just prior to the major depress ion -

1980-82 - in the past half century. Notice Brennan's use of Type One analysis anil 

Jargon ("price points" "consumer" ) . 

At the same t ime, however . Sears mounted a major Strategic initiative: to enter 

the field of services, from dentistry to drapery cleaning to financing. In financial 

services a lone . Scars quickly b e c a m e a na t ionwide one-s top supermarke t , with 

Coldwell Banker real estate brokers sitting next to Allstate insurers sitting next to 

Dean Wit ter s tockbrokers . Sears ' financial services met the public in c lose to 

6.000 different offices or stores across the country. 

This service-oriented initiative represented an attempt to respond to two quite 

different, but possibly convergent , market trends. The first trend came from the 

recent inflationary squeeze and the change in w o m e n ' s aspira t ions , resulting in 

more two- income households with more money and less time lo "do it o n e s e l f or 

'o shop amongst manv small service providers. The second trend looked more like 

a d e v e l o p m e n t a l c h a n g e in c o n s u m e r preferences from acquis i t ion to ac t iv i ty . 

Possibly related to increasing educational levels and a general shift from manual 
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work to mental work. As one Sears spokesman put it, "Instead of want ing to have 
what the Joneses have, people want to do what the Joneses d o . " This formulation 
is clearly an attempt at Type Three awareness of how to play with the contempo­
rary customer . 

A decade later in the early 1990s. Sears does not appear to be succeeding in dis­
cover ing the main market trend line for this generat ion and in adapt ing its vast 
enterprise to meet this new demand . The company cont inues to tread water clum­
sily, trying and failing to sell the Sears T o w e r in Chicago , and now closing stores. 
Indeed, on Sep tember 30, 1992, the lead article in the Wall Street Journal began: 

As if pressing the reverse button on a t ime machine . Sears, 
R o e b u c k & C o . a b a n d o n e d its g rand plan to mee t both the 
s h o p p i n g and f inanc ia l - se rv ices needs of the m i d d l e c lass , 
d e c i d i n g to focus aga in on the re ta i l ing bus ines s that o n c e 
made Sears such an integral part of America . 

In a sharp reversal of strategy, company directors approved a 
p r o g r a m to spin off S e a r ' s D e a n Wi t t e r F inanc ia l Se rv i ce s 
G r o u p , most of its Coldwel l Banker real estate holdings and 
2 0 % of its Allstate insurance unit. The moves , dec ided at a 
special meet ing , will reduce Sea r s ' heavy debt by $3 billion 
and essentially take the company back to where it was in 1981 
- except without the dominant position in retailing it had then. 

" W e are sharpening our focus on our core bus inesses ." said 

Edward A. Brennan, Sears ' chai rman and chief execut ive . 

It appears that Sears has lost the elusive capacity for Type T w o and Type Three 
change . Certainly, there is no evidence 1 can find in anything that Ed Brennan has 
said or done in his 15 years at the helm that he appreciates Type T w o or T y p e 
Three change . 

By w a y of con t ra s t , and by w a y of fur ther i l lus t ra t ing the mos t e lu s ive of 
the three k inds of k n o w l e d g e and c o n t r o l — T y p e T h r e e a w a r e n e s s and mutua l 
p lay—let us return to the end of the 19th century to review the career of a business 
l e a d e r w h o r e p e a t e d l y , t h r o u g h o u t h i s l i fe , e x e r c i s e d T y p e T h r e e l e a r n i n g 
and playfulness. 

Andrew Carnegie 
Andrew Carneg ie was born in Scot land in 1835, received only five years of 

school ing, and emigra ted with his family to the U.S . outside Pit tsburgh at the age 
of 13. There he began working immediate ly in a mill for $1.20 per week. 

By the age of 15, he had refrained himself from a blue collar worker into a white 
col lar worker - a te legraph operator . By 18 he m o v e d into m a n a g e m e n t as the 
confidential assistant for T h o m a s Scott, the superintendent of the western division 
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of the Pennsylvania railroad. At 2 1 , Carnegie began his entrepreneurial career, 
developing the notion of sleeping cars and becoming a 1/3 shareholder in the first 
two. I am moving quickly in describing the repeated Type Three frame changes in 
C a r n e g i e ' s career , but I hope that your are fo l lowing the four re f ramings - or 
changes in the name of the g a m e that he was playing - that Carnegie had already 
accomplished by the age of 21 - from the blue collar g a m e to the white collar g a m e 
to the suit game to the entrepreneurial game . 

At 24 he became a senior manager , replacing Scott when the latter was promot­
ed to vice-president. At 28 (in 1863. the middle of the Civil War) , he started his 
first company , the Keystone Bridge Co. . in iron manufactur ing. During the late 
1860s. Carneg ie not only managed his new company internally, but t raveled to 
Europe repeatedly to sell bonds to support his br idge-making, thereby internalizing 
a part of the env i ronment . In 1870. he decided to concent ra te in the new steel 
industry and had the first blast furnace built. 

For the next 30 years . Carnegie was Amer i ca ' s preeminent industrialist, amass­
ing a fortune of hundreds of mill ions of dollars. But he did not stop reframing his 
sense of w h o he was and of what his mission was . He became a social phi losopher 
as well as a bus inessman, writing books called Triumphant Democracy and Gospel 
of Wealth. I must say that I tittered a bit unbelievingly when 1 first saw those titles. 
I made the assumption that the Gospel of Wealth must be some t rumped-up justifi­
cation for possessing the indiscreet piles of gold that he and the Vanderbi l ts and the 
Harr imans and Uncle Scrooge all amassed . But that is not the punchline of the 
book. The b o o k ' s punchl ine is that the obligat ion of the weal thy is to give the  
money away wise ly—the same bot tom line that I showed you in my last lecture. 
(See Table 2) 

Nor was this enough. He next made the radical decision (!) to practice what he 
had preached in Gospel of Wealth - to align his practice with his sense of mission. 
As he descr ibes in his later autobiography, "I resolved to stop accumulat ing and 
begin the infinitely more serious and difficult task of wise distr ibution." He sold 
his company for $25(),()()(),()0() to U.S.Steel and ' ret ired. ' Over the next ten years , 
he distributed some $300,000,000. He endowed workers ' pension funds and pub­
lic libraries throughout New York and Pit tsburgh. He also created a number of 
research foundations, such as the Carnegie Corporat ion of New York, and schools , 
such as the Carnegie Institute of Technology in Pittsburgh in 1902. 

Thus , through his wise gifting. Carnegie came to play a central role in twentieth 
century research, scholarship, and management educat ion, as well as a central role 
in late nineteenth century business . Ironically, however , this very research and 
education - built predominant ly on a natural science paradigm of knowledge rather 
•han a social ac t ion p a r a d i g m of k n o w l e d g e and then based p r edominan t ly in 
economic theory rather than balanced with political and ethical theory and practice 
- has led in the late twent ie th century to a form of m a n a g e m e n t educat ion that 
u n d e r v a l u e s and u n d e r c u l t i v a t e s the e n t r e p r e n e u r i a l , r e f r a m i n g , and e th i ca l 



6 0 S O U R C E S O F E X C E L L E N C E 

qualit ies that Carnegie himself illustrated. Indeed, one of the most serious perpe­
trators of today ' s conventional wisdom that human beings possess only a bounded 
rationality, rather than (he capacity for repeated refraining, is Nobel Prize winner 
Herbert S imon whose later career was spent at the Carnegie Institute. 

Chang ing the Boundar ies and the N a m e of the G a m e 

The point of glancing in the past pages from such a great dis tance at an entire 
l i f e t i m e p a t t e r n of o n e m a j o r e n t r e p r e n e u r a n d t h e h i s t o r y of o n e m a j o r 
company , is to g l impse an overarching theme pertinent to today ' s global economic 
situation and at the heart of the chal lenge of leadership and management through­
out the past cen tu ry—a theme that close, technical analysis easily obscures . This 
t h e m e is, qui te s imply , that indiv iduals and collectivit ies such as bus inesses 
progress , not s imply by p lay ing the g a m e better , but also by c h a n g i n g the 
boundaries of the g a m e and by chang ing the kind of g a m e being played. Type 
O n e k n o w l e d g e and contro l are about p lay ing a pre-def ined g a m e better . 
Type T w o knowledge and control are about changing the boundaries of the 
game . A n d Type Three awareness and playfulness are about refraining the 
very kind of g a m e that is being p l a y e d — c h a n g i n g the n a m e of the game . 

Professional management has developed over the past century, starting with the 
founding of the Whar ton School , the Carnegie Institute of Techno logy , and the 
other professional associat ions ment ioned at the outset of this section. But. para­
doxically, professional management educat ion today focuses primarily on teaching 
pre-defined, technical, analytical skills of various kinds - Type One knowledge and 
control - rather than on cult ivating s tudents ' capaci t ies for taking effectual, entre­
preneurial , refraining action - Type T w o and Type Three knowledge and control . 
How has this paradox deve loped? 

W e can begin to understand this paradox by recognizing that it is quest ionable 
whether managemen t , even today, deserves to be considered a profession at all. 
Unlike law and medic ine , recently viewed as the "major" professions, management 
does not operate on the basis of: 

(1) a firm knowledge base derived from settled methodologies : 

(2) required processes of professional educat ion and certification: 
( 3 ) strong ethical codes of conduct adminis tered by a professional associat ion: or 
(4) insulated and specially designed settings (e.g. the cour t room, the operat ing 

r o o m , t h e s m a l l p a r t n e r s h i p ) w h i c h p r o t e c t p r o f e s s i o n a l v a l u e s o f 
independence , objectivity and service from excessive influence by markets , 
politics, or organizat ional hierarchies. 

Ironically, in its attempt to become more truly professional, management educa­
tion has . dur ing the past genera t ion , redefined its mission and pract ice to more 
nea r ly m i m i c the " m a j o r " p r o f e s s i o n a l s c h o o l s and the d o m i n a n t sc i en t i f i c 
p a r a d i g m . S ince I960 . M B A c u r r i c u l a have been thoroughly r e s t ruc tu red to 
incorporate basic discipl ines such as economics , statistics, and social psychology. 
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A L L A H M A S H G O U L 

( A L L A H GIVES OUT A 

BUSY S I G N A L ) 

Stavros Cademenos 
Partial text from key on 
hack o f art work: 

" O r i g i n a l , s l i g h t l y i r r e v e r e n t , 
f u n d a m e n t a l i s t - b a i t i n g . A r a h i c 
c a l l i g r a p h y , i n c o r p o r a t i n g a u t h e n t i c 
Japanese . Greek and Tibetan e l e m e n t s . 
Li tera l ly , it s a y s "Al lah is O c c u p i e d . " 
D o u b l e entendre on the word mashgoul 
w h i c h in d e m o t i e e v e r y - d a y Arabic-
s p e e c h is u n d e r s t o o d as " B u s y -
U n a v a i l a b l e . " but is a l s o the w o r d for 
" E n g a g e d . " . . .presumably l o o k i n g alter 
His flock. 

T h e pen stroke w a s e x e c u t e d at the 
s t roke o f n o o n I 1/4/1413 H. (4/25/93 
A . D . ) . . . 

The b lue , red and g o l d ( w h i t e ) te le ­
phonic sound rays are the corresponding 
c o l o u r s o f the s e e d s y l l a b l e s O M . A H , 
H U M . emanat ing from the head, throat 
and heart chakras of the Buddhist deity 
Vajrasatva.. . 

The ink for the main cal l igraphy w a s 
prepared after the recipe o f the renowned 
IOth century master cal l igrapher Abu Ali 
M u h a m m a d Ibn M o q l a of Baghdad (d. 
9 4 0 ) w h o c r e a t e d the m o d e r n Arabic-
script. 

T h e r e e d p e n u s e d f o r t h e m a i n 
c a l l i g r a p h y w a s h a r v e s t e d f r o m a 
b a m b o o s t a n d in W a r e P o n d . 
Marblehead. Massachusetts . . ." 
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W o / M a n and Friends 

Woodcut, Monotype, 1978 
Peter Haines 

The geometric linearity contrasts with 
the puls ing, serpentine, kundulini energy. 
T h e e a r t h b o u n d . a d o b e c o l o r s contrast 
w i t h the l i l t of the s k y - b o r n e b i r d -
c o n s c i o u s n e s s that contains the painting. 
The sp ir i tua l ly - fu l l a t m o s p h e r e within 
c o n t r a s t s wi th the e m p t i n e s s w i t h o u t , 
the gravity of underman breast stroking 

d o w n w a r d contrasts w iih the same figure 
seen as overman survey ing the artwork 
f r o m t h e r e a d e r ' s p e r s p e c t i v e , in 
Gurdjieffian dance pose . 
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DIS-INTEGRATTNG V I S I O N 

Charcoal drawing, 1974 
Juliana Heyne 

" T h i s c h a r c o a l d r a w i n g d o c s 
someth ing you're not supposed to do in 
art—it splits the picture right in half with 
the t w o t r e e s in the f o r e g r o u n d , and 
t h e r e f o r e p r e v e n t s t h e p i c t u r e f r o m 
ach iev ing—or c h a l l e n g e s the picture in 
an u n u s u a l w a y t o a c h i e v e - - u n i t y . 
W h i c h I think the drawing in fact very 
s u c c e s s f u l l y d o e s . It's the b a c k g r o u n d 
that pulls it back together. But there a 
real tension b e t w e e n the foreground split 
and the background integration, and this 
it s e e m s to m e encourages upstream and 
downs tream e x p e r i e n c e s imul taneous ly . 
Another very interest ing t ens ion in the 
drawing is that the pink and go ld ridge 
lines s e e m quite surreal. But in fact the 
unusual co lors in the drawing are from 
the natural weather ing o f s lag heaps in 
an o l d m i n e r s v i l l i a g e v a l l e y in 
n o r t h e a s t e r n W a s h i n g t o n S o the 
a p p a r e n t l y w i l d i m a g i n a t i o n in t h i s 
picture is very c l o s e to realism." 

-from Fourth Lecture 
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A Matter of Balance 

Wood 
Bryce the Toymaker 

W o r k i n g f r o m p h o t o g r a p h s o f the 
a u t h o r j u s t a f t e r p u b l i c a t i o n o f The 
Power of Balance, B r y e e the T o y m a n 
f a s h i o n e d t h i s G u r d j i e f f i a n l y 
mustachioed , encircled jester lhat can be 
turned in its stand or e v e n rolled. 

In a letter a c c o m p a n y i n g transmittal 
o f the sculpture , the artist shares these 
c o m m e n t s a b o u t t h e p l a y f u l , 
unbalancing and rebalancing process of 
artisitic creation o f this piece: 

"I've enjoyed putting you in a c l o w n 
suit at all sor t s o f l e v e l s . . . S i n c e w e 
e n v i s i o n e d this Gurdj ie f f ian f o o l . I 've 
put on a foo l ' s cap myself . . . The act o f 
m a k i n g this enc irc led fool w a s a ritual 
act for m e . D r a w i n g a c i r c l e a r o u n d 
( m y ) foo l i shness . An apt metaphor for 
midlife . 

"I've a l so b e c o m e more aware of the 
nature of the aesthetic exper ience thanks 
to t h e art r e v i e w i n g ( i n t h e Maine 
Times)...As y o u k n o w . I ' v e b e e n 
searching for a middle ground b e t w e e n 
i m m e d i a t e r e p r e s e n t a t i o n a n d t h e 
t ime les s archetypes. Do ing the s y m b o l i c 
re l ie f c a r v i n g the past few y e a r s . I 've 
found o n e way to touch a carved Gothic 
s e n s i b i l i t y - w i t h a l i n e a r i t y . But I 
hunger for the tangibility of carvings in 
the round - and in the hand. Making "A 
M a t t e r o f B a l a n c e . " I c l e a r l y s a w a 
formal middle ground which may reflect 
the dual percept ion I'm s e e k i n g . T h i s 
fool , in s o m e sense , hovers between 2 - D 
and 3D. . . I saw my percept ions pop in 
and o u t o f m o d e w i t h th i s o n e - and 
r e a l i z e d that it is b e t w e e n p e r c e p t u a l 
m o d e s that the mystery seeps in." 
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while management school faculties have increasingly jo ined the research orienta­
tion of the arts and sciences faculty. Initially, the results of this reframing of the 
management education ' industry ' appeared to be strongly positive: management 
schools increased in prestige within academia; and the number of M B A s graduat­
ing each year in the United States increased twenty-fold between 1950 and 1975 to 
more than 50 .000 each year. 

But. in becoming more "scientif ic" and "professional ." management educat ion 
has turned away from the Type T w o and the Type Three chal lenges of the manage­
rial setting. Market economic theory treats firms as having no legitimate purpose 
other than self-interested profit maximizat ion; no legit imate power other than to 
produce at the point where marginal cost matches marginal revenue; and no need 
for k n o w l e d g e o the r than marke t in format ion (about wh ich the o r g a n i z a t i o n ' s 
knowledge is assumed to be perfect). Within these equat ions , there is no room and 
no need for professional j udgmen t and reframing action. 

Meanwhi le , the natural science paradigm of knowledge , widely adopted by the 
social sc iences as wel l , t reats the o b s e r v e r as necessa r i ly de t ached from, and 
disinterested about, the observed, if know ledge is to be objective; and requires that 
t h e o r y be d e d u c i b l e f rom c l e a r a n d c o n s i s t e n t a x i o m s if it is to be v a l i d . 
Re f r aming , or pa r ad igm c h a n g e , is not a scient if ic p roces s wi th in the na tura l 
scientific paradigm. 

Within these assumpt ions of economic theorv and scientific method, there is no 
room and hence no criterion of validity for a real- t ime-inquiry-in-action through 
which interested actors (e.g.. managers or professors of management ) redefine their 
guiding frameworks and exper iment to see whether their strategics, implementa­
tion, and ou tcomes are congruent w ith their intentions. 

Al though the emphas is on "scient iz ing" management schools may have been a 
n e c e s s a r y s t age in the i r d e v e l o p m e n t , j u s t as on a la rger sca le the past five 
centur ies have represented the " sc ien t i za t ion" of Wes te rn cul ture , many crit ics 
have recently blamed the analytic, technocrat ic shift in Amer ican M B A education 
as importantly responsible for our drift away from visionary and effectual business 
leadership and into inflation, stagnation, and the ethical monstrosi t ies of the Wall 
Street 'masters of the universe ' and the S & L debacle of the I98() 's. 

At the same t ime, the "major" professions of law and medicine are now severely 
troubled by the fact that both lawyers and doctors no longer work pre-eminently in 
Protected settings with individual clients, but rather in a variety of ill-defined and 
complex organizat ions , subject to "unprofessional" pressures. Therefore, lawyers 
and doc to r s , as well as bus iness and not-for-prof i t m a n a g e r s (not to men t ion 
business school professors themselves) need a kind of professional education that 
is virtually unavailable today - a kind of educat ion that widens their awareness and 
increases their poli t ical act ion and ethical ref raming skills as well as t each ing 
analytical skills. 

A l though profess ional m a n a g e m e n t educa t ion is in one sense a century old. 
'here is a very real sense also in which we are at best on the threshold of framing a 



6 2 S O U R C E S O F E X C E L L E N C E 

new kind of professional educat ion and a new kind of social science. This new 
kind of professional educat ion will have practical, theoretical, and ethical content 
as well as analytic method. This new kind of interactional social science will treat 
the dispassionate observer and the passionate actor as one and the same person at 
one and the same momen t - a person engaged in 'act ion inquiry. ' Together , such 
professional educat ion and such an interactional social science can cult ivate indi­
viduals ' capacity to take inquiring, responsible, effectual, refraining action in real­
t ime set t ings. If professional m a n a g e m e n t educat ion can reframe itself in this 
way, it can make itself more fully response-able to the c i rcumstances of the mod­
ern world that led to its inception. Refrained in this way, moreover , professional 
management educat ion can conceivably lead the way toward a new vision at the 
outset of the third mil lennium, not only for global business , but also for the estab­
lished professions and for the sciences as well . 

Q U E S T I O N S A N D A N S W E R S : 
Sources of Excel lence III: Sources of M a n a g e m e n t Educat ion 

What I 'in hearing, Bill, is some connection between what you 're calling Type 
3, which I'm hearing you say is "refraining", and then something about an 
awareness of a relationship among the levels. And that somehow this relation­
ship—which I'd like you to spend a minute focusing for me—is a paradigm for 
what 'quality' or what 'good' education, especially for managers, would be 
about. Now, am I reading that correctly? 

Yes, and I think y o u ' v e stated all the lumps of it in just the lumpy way that I 
have done. It does sound as if i t ' s hard to put together right now, doesn ' t it? I 'm 
not sure I can. Le t ' s see, le t ' s try it together. Somebody else may be closer to it 
right now than I am... 

First of all, this whole business of refraining is a consciousness change , or an 
awareness change . T h a t ' s one way of seeing the relat ionship between refraining 
and awareness . A successful refraining is not the product of reasoning alone, or of 
desire, or force, or money , or any combinat ion of those. I am much more open to 
reframing if I am consciously and s imultaneously situated in the envi ronment , my 
body, my thought, and an effort of widening awareness . When I am trying to con­
tact all of those things at the same t ime, I can also let go of all of them. If I see that 
my thoughts are chang ing all the t ime, there may be a reason to fight about a 
thought with you for a while , because it actually sharpens and increases our aware­
ness to do so, but I w o n ' t react as though you are killing me when you kill my 
thought . I t ' s a thrust, i t ' s a sword thrust, and the quest ion becomes . "Wha t is the 
best conversat ional response in order to keep the conversat ion going in an aware-
ness-widening-and-deepening fashion?" 

In fact there was one wonderful content ious 18th century Ge rman phi losopher 
named Lessing w h o maintained that the ph i losopher ' s obligation was to, in any sit-
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uation, see what w a s n ' t be ing argued for, what w a s n ' t being suppor ted , and to 
oppose the consensus or the direction of the conversat ion, in order to make it a bet­
ter conversat ion. He argued there was no posit ion per se that a phi losopher should 
take. That there is no ' r ight ' phi losophy. That there is only right philosophical 
action at a momen t—ac t ion that enlarges the field of awareness of the part icipants. 

Is this like a dialectical reasoning? 

Wel l , this o b v i o u s l y had a d ia lec t ica l qua l i ty , but it w a s the idea of do ing 
dialectic, not talking about dialectic. 

Speaking about awareness and refraining; I think there's another piece before 
refraining, and that is awareness of the frame that you hold. That \ the place 
where it always starts for me—being aware of having a particular way of seeing 
a situation and being able to consider the possibility that there might be another 
way to see it. That begins to loosen things up enough; and maybe it changes and 
maybe it doesn't. But it loosens my hold up enough, so that I can play. 

T o see that I have a point of view, in itself implies that there are other points of 

view. Most of us don ' t actually experience that. W e may see in a reflective con­

versation like this that yes, you can intellectually argue that, but we don ' t feel that 

when w e ' r e in situations, because that ' s the way the world i s—the way I 'm seeing 

it right n o w — m o s t of the t ime. 

In my work with students. I share a variety of points of view, and ask them to 

see whe the r any of them c o m e close to descr ib ing their point of v iew. T h a t ' s 

obviously a very dynamic process . " I ' m not sure. . ." "Does i t?" But it does begin 

to loosen up eventual ly as we talk. 

Bill, I'm more focused on one aspect than on the whole, hut looking at legal 
education, medical education, business education.... It seems as if the tendency 
to move into the academic—away from real practice in terms of people learning 
outside of the academy—there's two things happening at the same time. There's 
an institutionalization of MBA and doctoral management education, that seems 
to go on one track away from practice. In legal education, the practice of clerk­
ing and the practice of law as a way of passing the bar has sort of disappeared. 

Yes , dur ing this century there has been a m o v e m e n t away from the work of 
general pract ice toward the world of research special t ies in medica l , legal, and 
managerial educat ion. Recently, this m o m e n t u m has been chal lenged by 'c l inical . ' 
and ' laboratory ' educators in law schools (note that even they use 'scientific ' terms 
to name their work) . There is laboratory, legal educa t ion—there are lab courses , 
and there are courses that take people into the firm. But in general you will find 
mat laboratory and field educat ion, while much appreciated by students, holds very 
low status in the law schools . I myself have become involved to a small extent in 
me laboratory and the clinical side of legal education. There is the beginning of 
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more of a debate of how important that is within legal educat ion. Because what 
happens is people go out from the school to the law firm, and of course the reality 
there is in fact very different from the normal course reality. So people become, as 
they do in accoun t ing firms and as they d o in most o the r f i rms, they b e c o m e 
cynical about the relat ionship between knowledge and practice. 

In medical school there has been some m o v e m e n t back toward the wor ld of 
practice as well . The Harvard Medical School has made a big change in recent 
years where they have first and second year students for the first t ime going into 
the hospital rather than just taking science courses . So there is some significant 
move in medical educat ion to be more practice oriented. 

T h e r e ' s also such a move in managemen t educat ion right now by schools all 
ove r the count ry . Just last week I visi ted the Univers i ty of C h i c a g o Gradua t e 
School of Business , which is now ranked #2 in the country as compared to being 
#11 just three years ago. Why'.' Because it instituted some practice aspects to its 
educat ion. They came here, to Boston Col lege , to look at what we were doing in 
terms of giving students leadership and consul t ing exper iences , and then they did 
what I would call a pale imitat ion of our p rogram. But that was enough lor a 
school that w a s a l ready in the top 20 . T h e very fact that t h e y ' r e t ry ing and 
fai l ing—they themselves admit that they ' re significantly fail ing—but the very fact 
that they ' re trying is enough to get them a better position and a better reputation 
a m o n g prospect ive students. 

O n e of the in teres t ing th ings about the way t h e y ' r e t rying is that the whole 
practice curr iculum does not include the faculty at all. The argument they made 
was: "The faculty is concerned with knowledge , this is practice, (a) The faculty 
a ren ' t good at practice and don ' t care about it, so let 's not bother them, (b) The 
students ought to practice together with other students. So (c) the students ought to 
run the course . " It 's a required course , but the re ' s no grade, and you don ' t have to 
pay for it. So i t ' s all on the outside of the curr iculum. And it will d isappear just as 
soon as the current associate dean there disappears . Because it takes a lot of sup­
port by one or two people that are willing to do this, and it 's not institutionalized. 
The faculty do not treat it as a central , intrinsically valuable part of their mission 
and their practice. T h a t ' s just an example of the difficulty we do have in integrat­
ing some kind of pract icum now into the educat ion itself, even though there are 
efforts to do that in several professional schools . I don ' t know if this is speaking 
to your issue. 

[Another part icipant! What struck me was the way you separated knowledge 
from practice. The inference I made was that you embody the institution, the 
academy, with the knowledge; and the students and others with practice. And it 
seems that practice is moving from the business world, which produced external 
stress on the system, on the management school. And I would ask the question, 
where does the knowledge come from? Doesn't the knowledge itself come from 
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practice? So it may be that this is a beginning of an upstream process. Practice 
will move upstream, become the knowledge, that then becomes disseminated to a 
different population. So learners will move upstream in this case. 

Well , that may in fact happen. One of the nice things that was happening at the 
University of Ch icago was that it turns out that they 've developed 11 new Quali ty 
courses in the last 2 years—because they have a system whereby faculty can start 
new courses and this has been popular and so t hey ' ve started all these courses . 
And. because they have a hard t ime finding things to study they 've been studying 
the school. So now, the school is involved in all kinds of total quality improve­
ment processes that have been initiated by the s tudents from courses that were 
taught by professors w h o didn ' t know quite where to get a project. And the school 
now has all kinds of Total Quali ty events . 

For example , one thing that has spread very broadly in the school is a minute-
feedback process . At the end of every class session, more and more faculty at the 
University of Chicago , are using a one-minute feedback form. So they ' re actually 
getting feedback from the class after every single class. And that ' s a very tangible 
thing for students to see tha t ' s being done. Another thing that they have done in the 
last couple of years is that they have made all the University evaluat ions public, 
which B.C. docs not do. W e just had a talk about this in our M B A review commit ­
tee the other day. and most of the faculty were very leery of this idea. It 's a very 
scary idea. 

Well, it sounds like practice is moving into the institution. External stress is 
the thing that 's driving it. 

Well , a little bit. Le t ' s see what happens . 

They couldn't get work in the business community. There was no demand for 
their services—they produce no value—so they went inside, and accidentally 
stumbled into practice. 

Well , tha t ' s not quite the whole story, because on behalf of the University of 
Chicago I should also say that they have 9 laboratory courses with 10 students in 
each which work with corpora t ions , and in each case the corpora t ion m a k e s a 
$75 ,000 contribution to the school, tor the opportunity to work with the students. 
So they apparently are able to convince some people that they are delivering some 
value as well . But. how this is happening is taking the faculty at the University of 
C h i c a g o a little by surpr i se . W h o k n o w s if i t ' s go ing to d e v e l o p in different 
schools, if indeed at all? 

Something you said earlier troubled me about the comparison between the 
study of management and medicine. How would you respond to the notion that 
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medical science has accumulated a common data base that excludes other 
alternative healing arts and becomes politically powerful as the single legitimate 
frame? 

T h a t ' s clearly a description of the truth of the matter at this t ime. 

So how does that comparison hold up? Doesn't medicine also need to be 
refrained? 

Oh, I think absolu te ly . Isn ' t one of our major p rob lems in this count ry our 
national health care sys tem? T h a t ' s because of the overall frame of med ic ine— 
partly as a bus iness , the way i t ' s been done as a bus ines s—but a lso partly the 
whole frame of scientific medic ine is: I am the passive patient, and you are the 
holy doctor w h o can cure me . That is such a mistake that drives health care costs 
up like crazy. leads to people feeling increasingly pass ive—both vict imized and 
like consumers w h o have a right to get help, it is creat ing absolute craziness in 
human individuals. I t 's a very fallacious notion, all based on the physical science 
paradigm of medic ine . I t ' s a very partial.... I t ' s obviously been of enormous help, 
in setting broken l imbs better, in doing microscopic surgery of certain kinds, but 1 
think medicine is also extremely one-sided and partial, very exclusionary, and has 
an entire paradigm that is non-mutual , be tween the doctor and patient. And w h a t ' s 
happening is you see now, for example , health c lubs are growing very rapidly, and 
you have managed health care plans giving bonuses to buy into clubs. T h e y ' r e say­
ing. "If you will be active and prevent ive, y o u ' r e going to save us money" , which 
is absolutely true statistically. So, the basic health chal lenge is for the person to 
take responsibil i ty for his or her own health and to act in certain ways , but the cur­
rently dominant medical paradigm does not highlight that at all. 

So, you said that you think that management is closer to the road. Well, it 
sounds like medicine is closer to the...cliff. /laughter.'/ 

Well , right. You can turn these things around in order to see how each of these 
institutions is in some trouble right now. and therefore it would be in its own best 
interests to pay some attention to these ideas. But of course , only some people turn 
around and look at it that way: other people don ' t . And it 's going to take awhile , 
but obviously we have our most powerful execut ive in the country at work on the 
health care issue right n o w — I ' m referring to Hillary Rodham Clinton of course . 
I laughter |. And I for one think that there ' s every reason to be hopeful, and that 
things are going to get really shaken up over the next four or five years in that 
field, and tha t ' s very excit ing. 

I think we are close to the t ime when we should allow ourselves to conclude . 
W e d o have some refreshments outside again, so if any of you will stay for a few 
moment s tha t ' s fine. And I 'm trying to think of how we could close tonight in a 
way that would be appropria te . 

Wait, where's the chanting? 
Right, oh yes . whe re ' s the chant ing. 
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| Audience member] "We want chanting..." 
" W e want chanting. . . !" [Laughter] Le t ' s hear it: 
[Many people together] We want chanting! We want chanting. [ laughter] 
O.K. T h a t ' s how i t 's going to be. O.K. chant ing, sure. So , in the quest to devel­

op self-regulation in the emotional realm, which I think is the hardest because it is 
possible to be critical about your thinking, and it is possible to do exercises and get 
yourself into a different posture fairly easily, but we don ' t know a lot about how to 
change our feelings. N o w , there is medi ta t ion and prayer, and all the kinds of 
silence that we can create, but another very useful thing is chant ing. I came on this 
complete ly by chance . 1 had to make a long drive three t imes a week when I was 
in my early 2()'s, from New Haven to New York—I was going down three t imes a 
week and back—and I was driven crazy by boredom on these trips. And some­
t imes I was returning from a spiritual communi ty which had a great deal of si lence. 
All that silence was wonderfully empower ing , but by the t ime I got into my car 
again to go home I just had this energy that was bursting to get out, and I would 
just scream in the car, or yell, or make sounds , or... And then gradually about a 
year or two later I realized I was making the same sounds every t ime. I really 
hadn ' t noticed it. but I was gett ing a kind of a song that I sang to myself, and I sud­
denly realized that I was discovering something about the nature of my feelings 
and voice and the rhy thm of them. So then I jus t began to chant , in o rde r to 
discover what I was feeling and again to air out the body a little bit. W e have t ime 
for a full m i n u t e of c h a n t i n g . A g a i n , t h i s is no t s o m e t h i n g t h a t 1 
generally do in public. 

Are you doing this alone? 
I 'm doing it alone, unless somebody is jo ining me. yeah. Let me—please join 

me if you like, just start making your own sound, but don ' t feel required. Let me 
do a sort of round, and then I'll start again, and you can start with me then. O.K.. 
here it goes . I can ' t do this on purpose—I have to find it each t ime. 

| p a u s e | 
|Bill chants] 

Those are just sounds, there's no words, or... 
Absolutely , there ' s no words , there ' s no attempt to.... I t 's just sort of moving 

the breath through my throat you might say. in a way that feels right. I t 's not try­
ing to... See. I don ' t have a singing voice—I can ' t sing, at all. I don ' t know notes. 
So i t ' s not an at tempt to do any notes. Its just an at tempt to make a sound which 
is... I ' m not even listening to the sound I 'm making at the beg inn ing . I 'm not 
listening to it very much. I 'm listening down into where the voice is coming from. 
T h a t ' s what I 'm trying to do. I 'm trying to use the voice to try to open up more 
deeply inside myself. So in a sense it 's just pure chance what comes out. I 'm 
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saying it because if you want to try this in your shower or in your bedroom, or then 
in your car... 

So , do you want to try it again, do some people want to try to come in with me? 
O.K.. so here goes . W e ' l l see what we produce here for a second. 

| Bill leads a chan t—others c o m e in melodiously. The melody meanders a hit... | 
O.K.. I think t ime ' s up folks, 
[applause | 

Thank you. I look forward to the next one . 
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T n our brief glances back through the history of the United States dur ing the past 
-L century, seeking the sources of economic growth and stagnation, we have thus 
far repeatedly encountered phenomena that are not usefully described within the 
language-universe of modern economic theory. Think again of President Johnson 
w a g i n g the W a r in V i e t n a m a n d the W a r on P o v e r t y s i m u l t a n e o u s l y ; or of 
President Rooseve l t ' s unprecedented deficits during World War II; or of Sears and 
R o e b u c k ' s deve lopment of decentral ized retail stores in the 1920's and 193()'s: or of 
Andrew Carneg ie ' s decision to give away a large proport ion of his wealth at the 
turn of the twentieth century. In each of these cases, we are confronted, not with a 
well-defined economic problem, but rather with settings and decis ions in which 
economic , political, and moral issues are inextricably intertwined and in which the 
very name of the g a m e is profoundly unclear at the outset. On a smaller scale, 
these same, difficult condi t ions frequently seem to character ize the situations in 
which we find ourselves in our own everyday work lives. 

Yet modern economic theory has progressed, in terms of internal coherence , 
rigor, and e legance , by treating economic analysis as sharply distinct from political 
and moral ana lys is : and by treating the economic /bus iness game , mot ivated by 
a c q u i s i t i v e se l f - in te res t , a s w e l l - d e f i n e d , i ndeed as se l f - ev iden t . Indeed , so 
se l f -evident has the ca l cu lu s of e c o n o m i c rat ionali ty s o m e t i m e s s e e m e d , that 
economis ts imperialistically apply their forms of calculus to the political and moral 
domains . 

In this chap te r , the effort is to g l ance at an even larger arc of his tory than 
heretofore, the period between the European Renaissance in the late I4()()'s and the 
present, with the publicat ion of A d a m S m i t h ' s Wealth of Nations in 1776 as an 
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i l luminating moment that contains in microcosm the curve of this entire historical 
period. The intention is to g l impse what historical dynamics led to the intellectual 
and p rac t i ca l d i s j unc t i on of e c o n o m i c s from po l i t i c s and from e th i c s and to 
the v i ew that h u m a n k i n d is m o t i v a t e d by the lowes t c o m m o n d e n o m i n a t o r -
acquisi t ive self-interest, rather than by "the highest possible numera tor" - the love 
of God and the promise of heavenly bliss. 

T h e p a r a d o x is tha t A d a m S m i t h w o u l d n e v e r h a v e r e c o g n i z e d h i m s e l f 
as responsible for generat ing a disjunction a m o n g economics , politics, and moral 
phi losophy. For, Smith himself occupied the Chai r of Moral Phi losophy at the 
Universi ty of Glasgow, and, as the title of his earlier book—The Theory of Moral 
Sentiments, pub l i shed in 1 7 5 9 — s h o w s , he wro te about e th ics as wel l as , and 
before, e conomics . In other words . S m i t h ' s manda te and his intention were to 
s h o w the p r o p e r in te rp lay a m o n g the m o r a l , po l i t i ca l , and e c o n o m i c r e a l m s . 
Indeed, in The Theory of Moral Sentiments, Smith explained why narrow, acquisi­
tive self-interest was not h u m a n k i n d ' s only or ult imate motive. Fol lowing his own 
teacher, Francis Hutcheson, who held the Chai r of Moral Phi losophy at G lasgow 
before him and w h o inspired the thinking of many of A m e r i c a ' s Founding Fathers, 
S m i t h a r g u e d in The Theory of Moral Sentiments tha t o n e of the " s e l f i s h " 
pleasures mot iva t ing humank ind is a del ight in order and ha rmony , beauty and 
grace. "The man within the breast ," as Smith named our self-observing capacity, 
e n j o y s b o t h a e s t h e t i c b e a u t y a n d m o r a l v i r t u e b e c a u s e b o t h e x e m p l i f y an 
interweaving order a m o n g things and persons, within nature and society. And this 
intrinsic, aesthetic pleasure in turn motivates us to participate in generat ing more 
s u c h p l e a s u r e — b y a c t i n g in a g r a c e f u l a n d e t h i c a l m a n n e r o u r s e l v e s ( a n d 
observing ourselves do so). 

If this brief recapitulation of S m i t h ' s early thought suggests anything but a mind 
bent upon disjoining ethics from politics from economics , we will be even more 
surprised by a portrait of the man himself. Anything but the image of a pragmat ic , 
acquisi t ive " e c o n o m i c " animal , Smith del ighted in nothing so much as philosophi­
cal thought and discourse, somet imes walking for miles in a reverie, lips pursing 
abstractedly, feet repeatedly hesitating as if to change direction, "the man within 
the breast" finally awakening to his unfamiliar surroundings and to the fact that, on 
at least one occasion, he was out in public wearing his nightshirt . 

The M a n Within the Breast 
Let us examine more closely just what Smi th ' s doctrine about "the man within 

the breast" was , in order to see how this ethical construct could evolve into the 
economic construct of the Invisible Hand regulating acquisi t ive self-interest. 

" W h e n I endeavor to examine my own conduct . " Smith wrote in The Theory of 
Moral Sentiments, general izing to all of us, 

I divide myself as it were , into two persons. . . . The first is the 
spectator, whose sent iments with regard to my own conduct 1 
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e n d e a v o r to e n t e r i n to , by p l a c i n g m y s e l f in his s i t ua t i on , 
and by considering how it would appear to me . when seen from 
that pa r t i cu l a r po in t of v i e w . T h e second is the agen t , the 
person w h o m I proper ly call myself, and of whose conduc t , 
under the character of a spectator, I was endeavor ing to form 
some opinion (p 206) . 

Smith had great confidence in the strength of this spectator within the breast to 
regulate human conduct: 

It is not the soft power of humani ty . . . that is thus capable of 
c o u n t e r a c t i n g t h e s t r o n g e s t i m p u l s e s o f s e l f - l o v e . It is 
a s t r o n g e r power . . . . It is r e a s o n , p r i n c i p l e , c o n s c i e n c e , the 
inhabi tant of the breast , the man within, the great j u d g e and 
arbiter of our conduct (p 234) . 

Should the man within the breast ever become confused or benumbed by unjust 
praise or ca lumny, or by self-delusion, we can. Smith tells us. appeal " to a still 
h igher t r ibunal , to that a l l -see ing J u d g e of the wor ld , whose eye can neve r be 
deceived, and whose j udgmen t s can never be perverted (p 227) . " 

But " t he m a n of real c o n s t a n c y and f i r m n e s s " w h o has been b red " in the 
bustle and business of the wor ld" is unwaver ing in his relat ionship to the impartial 
spectator. "He has never dared to suffer the man within the breast to be absent one 
moment from his at tention." 

Wha t do you think. ' Is this an easy a rgument to accept in this pos t -Boesky / 
Milken, pos t -S&L. post-Bakker . post-Iran/Contra era? Do you think that all those 
people whose shadowed actions eventual ly came to the light of public knowledge 
were operat ing with an observer within the breast awake at all t imes and ethically 
regulat ing their act ions? Do you operate with an internal observer awake at all 
t imes regulat ing your conduct? 

Smith does a c k n o w l e d g e that " the man within seems some t imes , as it were , 
astonished and confounded by the vehemence and c lamor of the man without. The 
violence and loudness with which blame is somet imes poured out upon us, seems 
to stupefy and b e n u m b our natural sense of praisew orthiness and b lameworth iness 
(p. 227) . " But such hesitation, he reassures us, is overcome by appeal to that still 
h ighe r t r i buna l , that a l l - s ee ing j u d g e of the w o r l d , " w h o s e eye can neve r be 
deceived," until, as stated above, we almost become that impartial spectator. 

The Counterargument 
S u r p r i s i n g l y , h o w e v e r , n o t t en p a g e s f r o m t h e p r e v i o u s q u o t e s 

Smi th offers a qu i te different sense of our re la t ion to the impar t ia l specta tor . 
He a c k n o w l e d g e s , for e x a m p l e , that p rac t i ce u n d e r c o n d i t i o n s of h a r d s h i p is 
n e c e s s a r y to a w a k e n the m a n w i t h i n the b r e a s t , a n d tha t n o o n e w i l l i n g l y 
undergoes such hardship: 
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The man within the breast... requires often to be awakened 
and put in mind of his duty. . . .(p. 256) . 

Hardships , dangers , injuries, misfortunes, are the only mas­
ters under w h o m we can learn the exercise of this virtue. But 
these are all masters under w h o m nobody willingly puts him­
self to school (p. 255) . 

These c o m m e n t s seem directly contradictory to the earlier quotes about never 
forgett ing the man within the breast . Smith a lso acknowledges that to b e c o m e 
impartial in reflection is a wholly different, and much less difficult, chal lenge from 
being impartial in the midst of action. Thus , in these c o m m e n t s . Smith gives the 
impression of an almost superhuman difficulty of operat ing amidst passions and 
hardships while remaining awake to the impartial observer within the breast. 

Obvious ly , there is considerable tension between Smi th ' s two views: the one of 
an impartial spec ta tor w h o , a lmost by bir thr ight , dwel l s within our breast and 
w h o m w e " n e v e r dare to forge t" for one m o m e n t ; the second of an impar t ia l 
spectator to whom even the most capable of us may never awaken at the crucially 
decisive momen t s of our lives. 

Collapsing the Ideal and the Real: 
The Unresolved Tension in Smi th ' s Thought 

As the foregoing quotat ions show. Smith gives ample attention to each of these 
d icho tomous perspect ives . Yet. surprisingly, he never directly acknowledges the 
t ens ion he i l lus t ra tes . Ins tead , the main l ine of his a r g u m e n t is based upon 
the powerful presence of "the man within the breas t" as an ethical regulator of 
c o n d u c t . T h i s is. of c o u r s e , a very " P r o t e s t a n t " and " E n g l i s h " p r e s u m p t i o n , 
emphas iz ing the ethical probity of the individual , unguided by any authority other 
than reference to his or her own direct, internal contact with conscience - " the man 
wi th in" and the "all-seeing Judge . " 

Reviewed as above, it seems clear that A d a m Smi th ' s "Engl i sh ." "Protes tant" 
v i e w of h u m a n n a t u r e is i d e a l i s t i c . F o r a n y o f us t o a c t u a l l y 
exper ience this ideal would in fact require a lifetime of examined exper iencing, 
with "masters under w h o m nobody willingly puts himself to school ." But Smith 
col lapses this idealistic theory of human nature together with peop le ' s ordinary 
behavior. That is. Smith treats the ideal theory of h u m a n k i n d ' s potential for ethical 
s e l f - r e g u l a t i o n as t h o u g h it is a d e s c r i p t i v e t h e o r y of h o w h u m a n k i n d 
actually behaves . 

T o collapse the ideal and the actual, as Smith tends to do. is to make a serious 
e m p i r i c a l m i s t a k e . T h i s s e r i o u s e m p i r i c a l m i s t a k e l e a d s , in t u r n , to t he 
p ro found theore t ica l mi s t ake of d e v e l o p i n g a mora l p h i l o s o p h y , and later, in 
The Wealth of Nations, a political economics , based on the assumption that fully 
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responsible self-regulation in persons and organizat ions is empirical ly prevalent , 
and that the Invisible Hand of market discipline will el iminate the except ions . 

Why did Smith overlook the enormous developmental distance between those 
whose actions are determined by others ' approval or disapproval and those whose 
ac t ions are d e t e r m i n e d by their efforts to ach ieve h a r m o n y a m o n g their inner 
observer , their strategies, their part icular behaviors , and their effects on others? 
W h y is this deve lopmenta l d is tance so difficult to see. ' And how did S m i t h ' s 
over looking the distance influence modern life? 

Unchain ing the Individual from the Great Chain of Being 
In o rde r to see how our m o d e r n e c o n o m i c s e v o l v e d from S m i t h ' s though t , 

we need to a p p r e c i a t e the en t i r e "cu rve ' " of m o d e r n i z a t i o n . T o u n d e r s t a n d 
what history has made of The Wealth of Nations and how Smith contr ibuted to a 
historical d i rect ion that he did not lulls r ecognize , we must return to the late 
fifteenth century. Looking from that t ime to the present, we can seek the c o m m o n 
thread among the apparent ly diverse dynamics that burst feudal society and the 
unitary Cathol ic wor ldv iew asunder and led. through A d a m S m i t h ' s ethics and 
economics , to the modern perspective that has become fully explicit only over the 
entire stretch of the past five centuries. 

Some would date the modern age from 1453 when Gu tenbe rg ' s printing press 
first began producing the Bible en masse and the Turks first used cannon to breech 
C o n s t a n t i n o p l e ' s mass ive wal ls . T h e one invent ion u n d e r m i n e d the med ieva l 
rel igious h ierarchy by permit t ing anyone to read (and interpret) the Bible (and 
Luther ' s 95 Theses) for himself, rather than reiving on the priesthood. The other 
invention undermined the feudal military hierarchy by permitt ing anyone to shoot a 
cannon at many others from a distance, rather than relying on one- to-one combat 
by a knightly class for defense. 

Permanent market places and a commercia l class of burghers were forming as 
"free" chartered cities, so towns grew outside the feudal order. Trade grew as the 
explorat ions around the tips of Africa and Amer ica revealed wider worlds , more 
gold, and more kinds of goods than had long been dreamed. 

As economic life became increasingly independent of feudal obligation, moving 
away from barter and toward monetary exchange , it increasingly suppor ted the 
possibility of an independent political life lor kings and nations. At the same time, 
the split from the Cathol ic Church of Lutheranism. Calvinism, and other sects put 
the church increasingly in the position of bargaining among political powers for 
support . This trend reinforced the relative independence of nation states and led to 
the notion of " sovere ignty ." 

Likewise, in the world of the mind or spirit, different "provinces of mean ing" 
were asser t ing their i ndependence from one another . In art. Miche lange lo and 
Leonardo were sneaking into mor tuar ies to study how human bodies are really 
composed , rather than reproducing idealized, iconic religious figures. Copernicus 
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and Gal i leo actually studied the stars empirical ly, treating their observat ions, rather 
than the ancient texts of Aristotle or Ptolemy, as the ultimate authorit ies of truth 
and falsehood. 

D e s c a r t e s ' " C o g i t o , e r g o s u m " ("I t h i n k , t h e r e f o r e I a m " ) b e g a n to t e a r 
phi losophy apart from theology and establish its independence . Doubt rather than 
faith was Descar tes ' new intellectual methodology . His reasoning convinced many 
that o n e ' s o w n th ink ing—not G o d — g r o u n d s or proves o n e ' s exis tence, because 
one cannot doubt that one thinks (for in doubt ing one is thinking). 

J e a n B o d i n in F r a n c e a n d T h o m a s H o b b e s in E n g l a n d b e g a n to t e a r 
politics apart from theology, building an argument for absolute monarchy on the 
grounds that people form a state from fear of disorder. Life in nature, in H o b b e s ' s 
famous phrase, is "nasty, brutish, and short ." Hence, even a bad monarch is better 
than no monarch at all, and revolution is never justified. The saying "might makes 
r ight" emana tes from this line of thought. 

Diversity As A C o m m o n Thread 
T h e c o m m o n th read in all these mate r ia l and in te l lec tua l d e v e l o p m e n t s is, 

paradoxically, their very diversity. Depart ing from the medieval ideal of unity as 
found in the texts of Aristot le or the Bible, the new m o v e m e n t s looked instead 
toward the actual manyness of the natural and social world. Medieval life might be 
metaphorical ly represented as a tightly wound genetic spiral pointing inward and 
upward in one direction (however idealized such a metaphor may be, given the 
actual disorders and cynicism of those t imes). Or. in its own metaphor, medieval 
life might be represented as a perfectly designed Gothic cathedral , d rawing the eye 
and the spirit upward toward God. 

By contrast , the past five centuries might be metaphorical ly represented as 
an exp lod ing a tom, each sphere of life a separate tangent point ing outward 
and d o w n w a r d in its o w n direct ion. Seek ing independence from constraint , 
each sphere of life sets its o w n measure of good , rather than some " c o m m o n 
good," as the only and ult imate measure of good. T h u s , "art for art 's sake ," 
"pure science," "might m a k e s right," "profit maximizat ion ." 

Just as nuclear fission releases enormous physical energies , so the cultural fis­
sion that has been occurr ing across the past five centuries has released eno rmous 
intellectual, emot ional , spiritual, and product ive energies . The Western world has 
discovered the creat ive social a lchemy of relativism and individualism to a degree 
unparal leled in any previous cul ture. But as this process of cultural fission has 
run its course , the dark sides of relat ivism and individual ism have increasingly 
bedeviled us. 

W h a t began in the 16th cen tu ry as a l ibera t ion from an increas ing ly ster i le 
Ca tho l ic ritual when Luther p roc la imed the ind iv idua l ' s capac i ty to k n o w G o d 
d i r e c t l y t h r o u g h fa i th , w i t h o u t p r i e s t l y i n t e r m e d i a r i e s , b e c a m e N i e t z s c h e ' s 
m a d n e s s at the e n d of t he 19th c e n t u r y , as he s t r u g g l e d w i t h the u l t i m a t e 
implication that no c o m m o n principle remains, that "God is dead ." 
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What began in the 17th century as a political liberation from sterile theocracy 
eventually became terrifying regressions into the totalitarian tyrannies of Stalin and 
Hitler in the 20th century. First. Hobbes* formulated a social contract that lodged 
ul t imate authori ty in the people whi le cont inuing to justify absolute monarchy . 
N e x t , L o c k e ' s fo rmula t ion m a d e a p lace for r evo lu t ion in the ca se of unjust 
monarchy . The American Consti tut ion for the first t ime institutionalized popular 
election of the execut ive and non-violent change of the social contract itself. But 
then, only a few years later, the French Revolut ion ended, in the n a m e of " the 
people ." with the Terror and the guillotine. And in the carls tssenlielh century, the 
Russ ian and G e r m a n revolut ions of 1917 and 1933 led to the more thoroughly 
totalitarian dictatorships of Stalin and Hitler. 

What began as a celebration of the natural harmonies of G o d ' s creation in the 
science of Kepler and Newton became the stark vision of an entropic universe in 
20th century physics , wherein life is never more than local, inevitably dispersing 
and running down toward that ult imate lowest c o m m o n denominator : -273 degrees 
Cels ius , 0 degrees Kelvin. 

A d a m Smith ' s Role in the Evolving Mechanist ic Perspect ive 
In A d a m Smith, v iewed retrospectively from two centuries dis tance, we see vir­

tually the entire " cu rve" of the movement from a centering, meaningful , relational 
universe to a dispersing, meaningless , solipsistic universe. At the center of Smi th ' s 
early moral ph i losophy s tands his inner observer , " the man within the breas t . " 
an aes the t ica l ly -mot iva ted , m e a n i n g - m a k i n g , re la t ion-harmoniz ing be ing . This 
metaphys ica l , unifying ideal connec t s Smi th back to medieva l theo logy . But 
already Smith takes this inner observer for granted as an existing aspect of each 
h u m a n b e i n g . T h e c h a l l e n g e o f c e n t e r i n g — t h e c h a l l e n g e of s w i m m i n g 
ups t ream—the chal lenge of acting in such a way as to cultivate this inner eye is 
already forgotten. Smith does not notice that his own absent -mindedness , when he-
walks about in public in his nightshirt, is significant, signifying that his inner eye is 
not automatical ly open, not automatical ly observant of the relat ionships among his 
deepest purposes , his theoretical strategies, his actual everyday behavior, and his 
effects on the world outside. 

In The Wealth of Nations, Smith takes another major step away from a moral 
universe to a mechanist ic one . He generates a theoretical market system regulated 
nei ther by any h u m a n act ion of a w a k e n i n g and ha rmon iz ing , nor even by any 
h y p o t h e t i c a l l y p r e - e x i s t i n g " m a n w i t h i n t he b r e a s t . " bu t r a t h e r n o w by a 
non-human "invisible hand." Obvious ly . Smi th ' s elaborat ion of the harmonious 
interaction of the impersonal laws of supply and demand is at once theoretically 
brilliant and empirical ly plausible, or it would not have played such a major role in 
h u m a n affa i rs e v e r s i n c e its f o r m u l a t i o n . But . as sse can mos t c l ea r ly see-
by obse rv ing the Uni ted S t a t e s ' e c o n o m y today , marke t cap i ta l i sm in no way 
g u a r a n t e e s o r g a n i z a t i o n s c o m m i t t e d to o b s e r v i n g d i s c r e p a n c i e s a m o n g the i r 
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m i s s i o n s , s t r a t eg i c s , o p e r a t i o n s , and effects on c l i en t s and e n v i r o n m e n t s , or 
commi t t ed to correct ing those d iscrepancies through cont inual quality improve­
ment processes. 

M y a r g u m e n t here is that an even m o r e impor tan t reason for the his tor ical 
stature of A d a m Smi th ' s theory than its brilliance and plausibility is that it fit into 
and accelerated the historical " c u r v e " illustrated in the foregoing pages . At the 
t ime it was formulated, the doctr ine of automat ic economic self-regulation through 
the operat ion of an "invisible hand" had many liberating and progressive effects, 
just ifying and highl ight ing the creat ive role of en t repreneursh ip . the benefits of 
reducing intra- and in te rna t iona l trade barriers, the function of price competi t ion 
its a discipline, and the importance of a broad base of consumer wealth. 

Only in the longer term has another major effect of Smi th ' s "invisible hand" 
doctr ine emerged . Now we can see that the hegemony of market economic theory 
in discussing business has contr ibuted to a broad social bl indness. As a society, we 
Amer icans are largely blinded to our own moral and political responsibili t ies for 
creating and regulating the f rameworks within which we work and play. Because 
the doctrine of automat ic market self-regulation holds that individuals and compa­
nies will in fact be max imiz ing the public good by pursuing their o w n pr ivate 
self-interests, it a tomizes the economic universe and obliterates the very concepts 
of moral and political responsibili ty, and of c o m m o n goods . 

Q U E S T I O N S A N D A N S W E R S 

Sources of Excel lence: Sources of Market Doctrine 

I 'd love to have your questions. . . I'd love to have your answers . 

You end your lecture with very strong language when you say that the 
doctrine of market self-regulation obliterates the very concept of moral responsi­
bility. Why do you call it a "doctrine"? And do you seriously mean that it 
"obliterates the very concept of moral responsibility"? 

You are right that the language is strong, and it is intentionally so in order to 
catch people ' s attention. It is hard to catch their attention because S m i t h ' s theory 
has been transformed into a kind of theological doctrine or even dogma that people 
t o d a y — e v e n m o r e so s ince the rise of J a p a n e s e cap i t a l i sm and the d e m i s e of 
Soviet C o m m u n i s m — t a k e it for granted without upstream inquiry. 

And yes, I do seriously mean that market economics obli terates the concept of 
moral responsibili ty. Market economics assumes that desires for material goods 
are insatiable and that seeking to satisfy any and all of them is. in principle, moral­
ly positive because that guarantees cont inuing economic progress. No other major 
doctr ine v iews desire in this way. Buddhis t "theolt >ii\ agrees that desires are 
insat iable , but regards them therefore as the root of all suffering and prov ides 
discipl ines for t ranscending desire. Other forms of consti tutive rationality counsel 
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other moral disciplines for shaping o n e ' s desires so as to do good and avoid evil. 
There are many different a rguments I could make to reinforce this point, and we 
can discuss them afterwards il you wish. 

You kept alluding to the "spectator" who can make us ethical. Wouldn't an 
impartial observer he just as likely to let us get away with something negative? 

T h e idea is that this obse rve r l ikes to see beau ty . W e prefer to expe r i ence 
beauty to ugliness. Now. in our modern view everybody has the right to divine 
beauty and to define beauty in their own way. and in some sense we do . W e prefer 
comfort to pain somewhat , we surround ourselves in our homes w ith things that we 
like rather than things that we don ' t like. General ly , we prefer beauty. W e would 
prefer to see ourselves acting effectively, for example . So if the impartial observer 
sees that 1 tried to do this but 1 accompl i shed that—I tried to create a posi t ive 
r e l a t i on but the effect w a s a n e g a t i v e r e l a t i o n s h i p — t h e n t h e r e ' s a s e n s e of 
d isharmony and a motivat ion to try to become more harmonious or more beautiful. 
T h a t ' s A d a m S m i t h ' s sense of it. The obse rver is impart ial in that he doesn ' t 
pretend that d isharmony is harmony, but he prefers harmony. 

Now. again, when we try to look at our own exper ience, we see that we aren ' t 
a lways ... we somet imes sleep right there on the couch even though w e ' r e uncom­
fortable, even though we know that the next morning our back is going to kill us. 
All the calculat ions are t he r e—we ought to get up. it would be worth the effort, 
w e ' d feel better in the long run. and we know that, but we don ' t do it. Also, of 
course , very few of us independent ly define beauty for ourse lves . Instead, we 
accept current fashion without much quest ion. 

Would a consequence of Smith's approach be unregulated business, because 
there would be internal regulation by this impartial observer so there would he 
no need of governmental regulation? 

Well , this is certainly the basic a rgument : that the self-regulating market will 
a lways genera te greater efficiency than any form of regulation. Now of course 
there have been interesting except ions to that from very early on. One of them was 
the anti-trust act. There was this sense that you could corner the whole market and 
create a monopoly , and that wasn ' t in eve rybody ' s interest. So you could create 
r e g u l a t i o n to k e e p t h i n g s s m a l l . My po in t is that wha t ge t s left out in the 
self-regulating person argument and the self-regulating market idea is how you 
construct such a person or such a market to begin with. 

You were talking quite a bit about swimming upstream, and also about this 
"man in the breast" being rarely awake. Is it the case that you can only be 
swimming upstream when the "person in the breast" is awake. That's the only 
time you're aware of what you're doing, you're aware of how its differing from 
what everyone else is doing. Is there a connection there? 
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Terrific quest ion. I 'm not sure which causes which. Is it that you can ' t swim 
upstream unless y o u ' r e awake? Or is it that you can ' t awaken unless you swim 
upstream. 

How can you get upstream if you 're not awake? 
But y o u ' r e not awake unless y o u ' v e gone upstream a ways. 

You can be going upstream but not know it. If you 're following someone else, 
for example. I am thinking of companies which are doing the socially responsi­
ble thing. Some of them do that because swimming upstream they realize that 
they have to do something in terms of public good. Hut other companies sort 
of latch onto that as sort of a marketing thing. Are they really swimming 
upstream or not? 

If y o u ' r e f o c u s i n g on s o m e t h i n g v i s ib l e ou t t he re , you a re no t s w i m m i n g 
ups t ream. This is one of the difficulties that has been perennial ly present with 
upst ream leadership. You can ' t teach it by imitation. I c an ' t say, " D o what I d o " 
b e c a u s e wha t I ' m do ing out here is not " i t" . So , if any aspect of a par t icu lar 
process that c la ims that it is "ups t ream leadership" becomes popular, a lot of what 
people then do is imitate externally what may truly have been upstream leadership 
internally. And that ' s not it. So then it begins to become corrupted: distorted into 
something else. A downs t ream, imitative, awareness-nar rowing process begins to 
replace an upstream, or igin-seeking, awareness-expanding process. 

And indeed anybody w h o ' s aware at all of what they ' re doing and w h o ' s trying 
to exercise upst ream leadership will realize that the process they ' re trying to be 
engaged in will exper ience corrupt ion and distort ion. There will be corrupt ion 
within the process. The problem is how you purify as you go. You can ' t set up the 
perfect process and have everybody live happi ly ever after. That i sn ' t the way 
life 's struggle toward awareness works . 

At tent ion goes d o w n s t r e a m ; it goes out. So , my intent ion to s w i m ups t ream 
requires some kind of effort that I haven ' t been taught. Naturally, I go out: I go 
with the (downs t ream) flow; I see you doing it: it sounds good, looks good, I'll try 
it. And then I 'm not doing whatever it was on the inside. S w i m m i n g upstream is 
sw imming against the current of attention. 

/ think that there's a connection between Adam Smith and the couch bit, 
where you 're hurting and you 're not getting up although you know that you 
ought to get up and turn off the T. V. I think what's missing there is an acknowl­
edgment of habit as a moving force. It's true that you're rational, and if you're 
rational then you '11 be doing the right thing, so people are psychologized into 
doing what they want to do, and a lot of ways we intellectualiz.e to know what we 
want to do. But there's this thing which is habit. I think that's what's missing 
as a big part of it. I think it ties in to how we are talking about going upstream. 
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What makes going upstream intractable, is that we all have different habits 
that we're entrenched in. What to you is a habit that you have to work out of, to 
somebody else it is not a habit. So it might not seem as hard to do. There's a 
dimension there between going upstream and being able to acknowledge your 
habits, and try to work out of your habits. 

A third thing was the notion of work. In corporate America, the more power­
ful and together you are, the less work is a chore—you 're a self-realized being 
who does activities and emanates success; and you 're enjoying what you do. In 
it, there's the sense of work, where you don't know what the outcome of you 
actions will be. Work, in the sense of labor, in the sense of sweat. It's a sense 
where you put yourself into it and you don't know whether its going to be 
successful or not. You 're not certain of the outcome. 

Yes, well that is a quali ty of the kind of work I 'm talking about , whe ther its 
outer work that one doesn ' t know the ou tcome of, or more particularly inner work. 
S w i m m i n g upstream, one is constantly getting caught in shal lows and bys t reams 
and not realizing it. It 's that kind of work in which one isn' t certain whether one is 
doing the right work at a given moment . 

So that, there is this feeling of incompleteness in upstream swimming . And I 
think a great deal of modern anxiety is a feeling of anxiety that is telling you that 
you don ' t really know w h a t ' s going on. But we think w e ' r e supposed to be in 
charge and know w h a t ' s going on. T h a t ' s our ' ivory tower ' version of ourselves . 
The 'real wor ld ' vision of ourselves is as constantly feeling incomplete and unfin­
ished, and on a kind of edge. 

Can we become comfortable with that taste of incompleteness . ' 

/'m having a problem with the analogy of going upstream, doing upstream 
implies going against the easy way, going against the pattern, and I assume 
going against the general population. Is that right? 

Well , not the last, go ing against the general populat ion. I suppose all of the 
w h o l e popu l a t i on might be go ing u p s t r e a m . . . S o y o u ' r e not necessa r i ly be ing 
non-conformist on the outside. It 's jus t that y o u ' r e picking and choosing ... 

If you choose to do it. i t ' s not merely imitation, its not merely habit. Or you are 
aware that yes . this is a limited response, i t ' s not full. The best you can do in terms 
of swimming upstream at this moment is to be aware of that slight discomfort , that 
you are once again doing the same th ing—giving a long answer to a ques t ion— 
as you have a thousand times before, and the best you can do is s top! 

Getting back to the same question. I was going to ask the same question about 
downstream - upstream. I viewed it as downstream, outward, something that you 
do in practice; and upstream, inward something that you meditate on—know 
yourself. What I'm hearing is knowing about yourself, but then doing 
something about it as well. I'm not quite sure. 
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Well, in fact, if you integrate upstream and downs t ream in a public setting with 
other people, you are trying to do this inner work to get a better view, to have more 
i l lumination inside, and that effort is affecting how you ' r e speaking, jus t as we are 
now. W e ' r e speaking in a way that could be helping us each to try this practice of 
watching ourselves like an alien or swimming upstream, or whatever we want to 
cal l it. So w e a c t u a l l y act in a w a y that i n c r e a s e s t he p u b l i c i l l u m i n a t i o n . 
Il lumination that isn' t jus t out here. 

This goes back to the lights. The electric lights give the impression that its all 
i l luminated, that we know w h a t ' s going on here already. But what you say next 
may complete ly change the definition of what this meet ing is about. T h a t ' s a lways 
poss ib le , for a n y b o d y at any t ime . T h a t ' s re f raming . t ha t ' s very scary . W h o 
knows if its right? You can never tell. It may not be right. T h a t ' s one of the signs 
that w e ' r e going upstream when you have that feeling of "This may not be the right 
th ing!" And this may not be the right thing either. 

I'm just going to go back to your business example. In a way, Milken and 
Boesky were upstream people, hut maybe they decided to send their spectator on 
vacation, and their greed overtook their upstream motives. They were creative in 
the concept of a junk bond, high risk for people who didn't have money; they 
had a real creative way as upstream thinkers in a business sense. So I wouldn't 
negate them totally as not part of this process. 

Well , but le t ' s examine that a little bit. The idea of being upstream and working 
on this ups t r eam is very very different from the idea of be ing c rea t ive in an 
external sense. And this example is very good because it 's obviously possible to 
be extremely creative and have t remendously selfish effects and negative effects on 
the outs ide world , despi te being creat ive enough to keep that g a m e going for a 
whi le before its overall legit imacy founders. 

W a s Hit ler doing this ups t ream s w i m m i n g ? Was Stalin do ing this upst ream 
swimming? Thev were t remendously successful for a long period of t ime by many 
indices. They were very creative. Hitler created out ol a wounded non-nation, a 
unity that had eluded Bismarck and other German rulers for 50 years . He created 
strength out of weakness . . . 

The issue of legitimacy is pertinent in this example of junk bonds, too. That 
in itself was not an illegitimate method of raising money. What became an 
illegitimate part of it was what they started to do to undermine the people that 
had invested. It wasn 't the concept of junk bonds. 

Right, it was primarily the way in which they used it. a l though the way in which 
they were sold and the statistics used to support them were all fallacious statistics 
that weren ' t based over a sufficient t ime period. W h e n you looked at the t ime 
period three years later you found out that they had not been as successful as they 
were being procla imed to be with too little of the t ime series behind them. So there 
was playing all around a lot of edges of wha t ' s legit imate. 
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There was obviously something creative and compel l ing about i t—there ' s some­
thing creative and compel l ing about A d a m Smi ths ' notion of the Invisible Hand. It 
has some t remendous creative effect on out economy. W e are richer now. wealthi­
er, more p rosperous as a world because of A d a m S m i t h ' s idea. So i t ' s created 
greater downs t ream success in a lot of ways . But something is seriously missing 
from the world right now. W e ' r e a very fragmented world. There is no c o m m o n 
meaning. Our youth are more depressed than inspired. And we don ' t have a way 
of developing that c o m m o n meaning . And because we are a global society now. 
t h i s i s s u e is b e c o m i n g m o r e a n d m o r e i m p o r t a n t . B u t w e d o n ' t k n o w 
how to address it yet. Our intellectuals are mostly being wagged by the current 
intellectual fashion—are being wagged by the post -modern tail of moderni ty. 

What I like about your Milken and Hoesky analogy, is that the whole junk 
bond thing was an emanation from Milken's mind. It was the pattern of his 
doings. And he sort of created the criteria by which to judge him. 

I think you have to look at him as a personality. It's what is driving him— 
he (lulu 7 really have any choice to create this world. The downstream process is 
a process in which you don't have any choice. You're driven by these very 
strong motivations that are based in psychology. 

I happen to work with somebody that is probably going to be the next guy like 
that. I can see that he's totally driven by it—it's an intrinsic part of the world 
that he's creating. He cannot look at what's driving him. How much choice 
does he have to be somebody else in that situation? 

This bus iness of ups t ream d e m a n d s a separat ion be tween my normal m o v e ­
ment—the creative movement is ou t—and this other movement , which is different 
from creative. I t 's going back to the origin. Creat ive is coming from the origin and 
creating something out here. Upstream swimming is going back toward the origin. 
It demands dividing myself, not being sure of myself, not just being w h o I am all 
the t ime, not saying "everybody knows that I yell so its O.K.". which is something 
I read in one of my s tudent ' s papers today, quoting somebody in his office. People 
say this kind of thing all the t ime: "Tha t ' s the way I am. I can ' t be any different." 
As though I 'm one chunk of block. 

This upstream s w i m m i n g starts to pull me apart be tween the personali ty that 
goes out and answers quest ions too long, and the part that is. at moments , going in 
a different direction from that. 

Tha t ' s why I like this charcoal drawing, here, (see color plate - "Dis-Integrat ing 
Vis ion" by Juliana l l evne of Seattle. Washington) Because to me . it does some­
thing you ' re not supposed to do in art—it splits the picture right in half with these 
two trees in the foreground and therefore prevents the picture from ach iev ing—or 
chal lenges the picture in an unusual way to ach ieve—uni ty . Which I think the 
d r a w i n g in fact very successfully does . I t ' s the b a c k g r o u n d that pul ls it back 
together. But there ' s this real tension between this foreground split and the back-
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ground integration, and this it seems to me encourages upstream and downs t ream 
exper ience s imultaneously. Another very interesting tension in the drawing is that 
the pink and gold ridge lines seem quite surreal. But in fact the unusual colors in 
the drawing are from the natural weather ing of slag heaps in an old miners village 
val ley in nor theas te rn W a s h i n g t o n . So the apparen t ly wild imagina t ion in this 
picture is very close actually to realism. 

/ don't understand the relationship between the "man in the breast" and 
"upstream." Would Adam Smith have said that the "man in the breast" said to 
Milken "this is O.K."? And so could the man in the breast say it's O.K. to do 
something wrong? Or, did he feel it was always going to he intrinsically good? 

I think that by assuming that the man in the breast was already awake . A d a m 
Smith closed off the d i l emma of discovering and creating the man in the breast. 
Therefore, he shut us away from—it was one part of many things that shut us away 
from—this upstream work. 

Would Smith have said the man in the breast would permit Milken to d o it? 
I don ' t think its easy to say yes or no to that quest ion. If you follow his main line 
of the argument , he would probably say that Milken was ove rcome by "the man 
wi thout ." Smith dis t inguishes between "the man wi th in" and "the man without ." 
" T h e man w i t h o u t " is e v e r y b o d y e lse w h o ' s saying what is good and what is 
bad. The true "man within the breast" is looking impartially and seeing the real 
ha rmony or d i sharmony. 

Smith might say, "Milken looked too much downs t ream at the outside world in 
t e rms of what people respect , what people think is g r e a t — a fast buck , a qu ick 
return, the kind of power he gradual ly developed. I think he was taking his values 
too much from the exist ing cul ture ." 

Adam Smith would never do an upstream thing. He would always be sort 
of pedantic. 

I don ' t know quite what you mean when you say, " A d a m Smith would never do 
an upstream thing". 

That he would want to conform. And upstream to me is not to conform. 
Well , I think that he imagined that his rational thought—his ability to imagine 

this idea that he proposes to u s — w a s the same thing as exper iencing oneself in 
o n e ' s fullness. In other words , he really d idn ' t see that thinking is different from 
observing myself thinking; thinking about my body is different from bringing my 
attention into contact with my actual sensation and movement . 

You mentioned feeling comfortable with that anxiousness that comes with 
being more conscious and being more aware. I'm frustrated because it seems 
we 're all caught in a catch 22, where there '.v a lot of expectations that come up— 
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"to be polished" and "to he in control" and "to know where you're going", and 
at the same time to see these expectations rather than just be controlled by them 
seems to require welcoming some of the confusion that it takes to get there. I 
think that the people that have evolved in getting into that confusion—artists, 
poets, people in religion and people in therapy; society looks at them: people in 
therapy as sick, artists—they're bright and idealistic but they're a little bit 
removed, even with religion, either you 're fanatical or your .... this sense that 
you 're a little bit off or removed if you are doing this upstream work. 

Well , that ' s partly because most of the forms of upstream exercise that we know 
involve retreats away from life, involve going to a special place in order to do this 
exercise, which is partly necessary because in fact " the man wi thout" makes us 
se l f -conscious , and doesn ' t help to create an a tmosphe re that r eminds us to try 
again, to try again, to try again, and reminds us what that trying could be. So we 
do need to re t rea t . But mos t of t he se sp i r i tua l p a t h s d o n ' t h a v e c o n t i n u i n g 
discipl ines that they offer in the midst of everyday life. 

Of course one could be in the position of acting out the highly polished person at 
the same momen t as one had a real uncertainty inside about whe ther this is the 
r ight act to d o right n o w . So it i sn ' t o n e or the o ther . It i sn ' t l ike y o u ' r e a 
bumbl ing person w h o ' s feeling around in the dark, or a polished person: its main­
taining a distinction between the outside presentation and the inner exper ience. 

Is that not just a clash between two sets of norms? The norms that I hold as 
being the norms of the community, as being different from the norms that I hold 
as mine—hence the discomfort of the mind. 

T h a t ' s a way of describing it, yes . 

/ don 7 see it as "norms". I see it as these norms, those norms.... Maybe if we 
challenge the norms that we hold, we are going upstream. 

Right. The upstream is not just chal lenging soc ie ty ' s norms , necessari ly, but it 

is necessarily chal lenging our own norms . 

/ think one experience is you get more aware when you consciously want to 
challenge the way you are; deliberately wanting to engage in some kind of a 
change, whether its an attitude or whatever. At another point that man within 
the breast might be very vivid and always paying attention, so when you go back 
to your old pattern he might say "whoa, what's going on, you're going back!" 
And then you after a while you might stop. You think you 're going to say one 
thing but then you act a different way.... 

It c a n ' t work j u s t by th ink ing about it. You ac tua l ly have to begin pay ing 
attention as you act in the new way; paying attention as you act in the same old 
way again; part icipat ing in your old habits , feeling the discomfort when y o u ' r e 
aware of the habit; beginning to recognize the tendency to go right back into the 
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habi t w i t h o u t a w a r e n e s s — h o w n iee it is to be in the hab i t w h e n y o u ' r e not 
aware . . . ! So what is that? Why do I love that habit so much? And I become 
interested by the actual mechanics of my own feelings, as well as the mechanics of 
my thought, and then the mechanics of my action. They start jost l ing against each 
other uncomfortably, rather than the comfortable way that habits have. 

But there are dist inctions between good habits and bad habits which we have 
really lost. A bad habit is one that I do by inertia, that takes me over. A good habit 
is one that requires an exercise of will . I have to get myself to do it. T h e r e ' s 
something besides inertia that has to occur to get started on a good habit, whether 
i t 's going for a j o g each day or whatever . T h e r e ' s a lways something to keep me 
from doing a good habit. So a good habit a lways demands going against inert ia— 
swimming ups t r eam—a little bit. and tha t ' s the way of telling that i t 's good. 

Is it not possible that a good habit could be an inertial habit though ? There's 
this notion that the habits that you fall into are had, and the habits that you have 
to push yourself into are good. Hut truly, can't you push yourself into a had 
habit and fall into a good habit?.' 

W e l l I d o n ' t t h i n k s o . but t h a t ' s m y a p p r o a c h . I t ' s an u n u s u a l w a y of 
dist inguishing, I acknowledge . 

What is it, then, that makes a habit a bad habit? Automatic behavior? 
T h a t ' s what I already said, that it happens by inertia. That it has an automatici ty 

to it. Therefore , as it goes on. my awareness is increasingly reduced and narrowed. 
On the other hand, a good habit widens my awareness . If I go for a j og . it has the 
opportuni ty of making me more aware of my body than I was before. But do I 
a lways j o g the same way. by inertia. ' If I jog with a question about how to jog , 
c h a n g i n g pace s , m a y b e g o i n g b a c k w a r d s a bi t . my j o g g i n g is m o r e l ikely to 
increase my awareness . 

Independent of the outcomes of these actions, is that what you 're saying? If 
you 're aware of it it's a good habit, if you 're not aware of it it's a bad habit? 

If it increases your awareness i t 's a good habit. 

That makes it independent of the outcomes. So if I'm very aware that I'm 
killing someone, and if I do it consistently and well, I have a good habit, because 
it increases my awareness? I'm feeling you 're divorcing it from the outcomes. 

T h a t ' s b e c a u s e t h e r e ' s this a s sumpt ion both in A d a m Smi th and in me that 
a w a r e n e s s d o e s not like to see bad effects . T r u e a w a r e n e s s does not like to 
see d isharmony. True awareness does not like to see the reduction of life. True 
awareness does not like to see non-mutual i ty . It does not like to see force. T h e r e ' s 
many many things that true awareness is in fact allergic to. which are all the bad 
effects that you would come up with as you talked. That is my exper ience. This 
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impartial awareness is not impartial in that "anything goes" . It 's impartial in that it 
sees what really goes. And. that it doesn ' t like d i sharmony. But this is a very 
controversial idea that you must test for yourself. 

The thing about being impartial is that it can also not like. 
[Another member of the audience |. He's saving that there's a level of harmony 

that's consistent for everyone. 

I t ' s cons i s t en t for e v e r y b o d y w h o ' s a w a k e , e v e r y b o d y w h o has th is i nne r 
observer that they have cultivated. So you see that mystics from all religions can 
speak to each other. They don ' t become enemies , they don ' t kill each other. The 
mystics don ' t kill each other, the ideologues do. There are people w h o work on 
upstream exper iencing, rather than the ideology of it. They can speak across all of 
their differences of frames. 

This is something that we have very little experience with. It means the Tibetan 
Dalai Lama is a better candidate for leader of the world then most other current 
t e m p o r a l l e a d e r s . H e ' s bo th a t e m p o r a l and a sp i r i tua l l eade r , and he is a 
p r a c t i t i o n e r of d o w n s t r e a m and u p s t r e a m s w i m m i n g : he is a p r a c t i t i o n e r of 
integrating the material and the spiritual. Dag Hammarskjold w h o was the first 
Secretary General of the U.N. was the only powerful one w h o had a t remendous 
effect on the world during the time he was Secretary General . He was a practition­
er of both d o w n s t r e a m and ups t ream s w i m m i n g . He pract iced day and night . 
People w h o are practicing, with this feeling of uncertainty, are better candidates to 
be public leaders. 

What's the nature of evil? The devil is said to he a man of wealth and taste, 
and there is an aesthetic there possibly. You said that people can't go upstream. 
I'd like you to address that more. 

Well , the central of the seven cardinal sins in Cathol ic theology, the fourth, is 
s loth. Sloth is the m o v e m e n t by inert ia , the unwi l l ingness to take act ion, the 
unwi l l ingness to ques t ion ourse lves . I think the nature of evil is that it is self-
assured. It believes it has the answer, it is fully in charge, it is empowered by its 
answer. That I think is the essence of evil, and therefore that i t 's slothful, that it is 
non-quest ioning. 

I don ' t know how many of you picked up Iris M u r d o c h ' s comment in her recent 
book Metaphysics as a Guide to Morals. I'd like to end with this. This struck me 
as saying in different words the message about this kind of upstream work that I 
am feeling, which is that it is potentially a cont inuous work. Any answer that you 
get that says " N o w y o u ' v e got the answer, now there ' s just the problem of imple­
ment ing it" is not about what I 'm talking about . This is a con t inu ing activity 
because, as Dame Murdoch says. 
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The moral life is not intermittent or specialized, it is not a 
peculiar seperate area of our existence.... We are always 
deploying and directing our energy, refining or blunting it, 
purifying or corrupting it... 'But you are saying that every sin­
gle second has a moral tag?' 'Yes, roughly.' We live in the 
present, this strange, familiar yet mysterious continuum, 
which is so difficult to describe. This is what is nearest, and it 
matters what kind of a place it is. (p. 495) 

That , 'yes , roughly ' is wonderful . T h e r e ' s this kind of intensity in the quest ion 
around "every single second." It suggests observing myself in some very tense 
way. So she relaxes away from that, 'yes , roughly. ' 

S o t h e r e ' s a t r e m e n d o u s sense in here that this work u p s t r e a m is first and 
foremost related to creating a more i l luminated present for oneself. Or maybe it 
can reach a point where it expand beyond oneself and invites others to create a 
more i l luminated presence together. 

Thank you very much for coming tonight. 

[Applause] 
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C a n y o u i m a g i n e w h a t P l a t o c o u l d p o s s i b l y m e a n b y t h e f o l l o w i n g 

s ta tement? 

No one would know how to become virtuous 

without arithmetic. 

( T h e o n , 5 ) 

T he statement sounds outright ridiculous to us, doesn ' t it? What two human 
concerns have less to d o with each other than ethics and mathemat ics? Isn ' t 

e th ics the e s s e n c e of the qua l i t a t ive , the sub jec t ive , and the ar t i s t ic , w h e r e a s 
ari thmetic is the essence of the quanti tat ive, the objective, and the scientific? 

Besides, what do either ari thmetic or ethics have to do with the topic of these 
lectures, of which this is the fifth and final one? What do ei ther ar i thmet ic or 
ethics have to do with "Sources of Excel lence"? 

By way of answer ing this quest ion, recall, please, the overall direction of these 
lectures. W e have been travel ing backwards through t ime, from the past thirty 
years of increasing decadence in the United States, to the previous thirty years of 
historically unparalleled economic growth, to the previous half century of entrepre­
neurial and corpora te deve lopment , to the t ime of A d a m Smith , and tonight we 
reach back to the Athens of Plato and of Pericles, of Socrates , and of Socra tes ' 
teachers . Dio tema and Pythagoras . In each lecture and discussion, we have been 
seeking to g l impse the assumpt ions that, like parentheses , enclosed that period. 
Overal l , I have been arguing that close looks at the deve lopment of A d a m S m i t h ' s 
moral phi losophy, Andrew Carneg ie ' s career. Sears & R o e b u c k ' s history, and the 
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American economy as a whole in the 1940s and 50s show that an upstream swim­ 
ming process of quest ioning assumpt ions and repeatedly reframing the game we  
are p lay ing is key to exce l l ence . At the s ame t ime . 1 have been a rgu ing that 
modern science in general and market economic theory in part icular - based on 
taken- for -gran ted a x i o m s that are not tested and refrained as a regular part of 
research - obscure both the possibility and the significance of the very activity that 
I am cal l ing , me taphor i ca l ly , ups t ream s w i m m i n g , and, more par t icu lar ly , the 
possibility and the significance of integrating upstream and downs t r eam leader­
ship, such that our actions c o m e to lead both us and our circles of friends and work 
associates toward greater integrity and toward greater efficacy, s imultaneously. 

I have two exerc ises tonight , for pract ic ing this in tegrat ing of ups t ream and 
downs t ream leadership. Le t ' s try the first exercise now. each participating as he or 
she wishes . The first exercise is to clap: but not to begin c lapping until you ' r e 
r e a d y — y o u are ready , each person separa te ly . D o not c l ap in a n y b o d y e l s e ' s 
rhy thm tha t ' s a l ready es tabl i shed: try to find your o w n rhy thm first. And that 
would include being able to hear yourself c lear ly—get t ing the right tone, so that it 
f e e l s r i g h t — a n d fee l t h a t y o u r b o d y is in t h e c l a p in a w a y t h a t f e e l s 
comfortable to you so you can explore how much of your body goes into the clap 
as you go. 

Now of course you are listening to other people, and you are we lcome as you 
establish your own rhythm to voluntar i ly jo in bits of rhythm here and there , if 
indeed there is any. This could be pure cacophony I 

I clapping commences and continues for a time... I 

I th ink i t ' s a good ana logy for the sort of work t h a t ' s invo lved in learning 
ari thmetic and virtue. This kind of listening, both inward and outward, and listen­
ing to these sounds and intervals that have no verbal sense to them at all and 
pe rhaps no mus ica l or m a t h e m a t i c a l rhy thm and c o h e r e n c e e i ther . W a s your 
a t tent ion increas ingly sharp , inc lus ive , and unified or increas ingly f ragmented 
during the c lapping? Were you personally and were we collectively moving in the 
direction of a t -one-ment? Were we . as a group, one or many during the c lapping? 

In my lirst l ec ture , I argued that great l eadersh ip crea tes an e n d u r i n g , 
inquiring, just union or unit, such as a good soul, a good marr iage , a good cor­
porat ion, a good city, or a good t ime. Great leadership helps us to become 
'one. ' ' O n e ' - the n u m b e r we today take most for granted - is, thus , a most 
myster ious quality in reality. H o w to become ' O n e ' can be (and ought to be) a 
cont inuing study for each of us. 

Theon of Smyrna understood Pla to ' s notion of O n e ' a s follows: 

Unity. . . is indivisible. . . immutab le and never depar t s from 
its o w n na tu re t h r o u g h mu l t i p l i c a t i on (1x1 = 1). All that is 
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intelligible and cannot be engendered exists in it: the nature of 
ideas, God himself, the soul, the beautiful and the good, and 
e v e r y i n t e l l i g i b l e e s s e n c e , such a s . . . j u s t i ce itself, for w e 
conceive of each of these things as being one and as existing 
in itself. (TTieon, p. xi) 

Let me not pretend that I fully understand what these words of Theon mean. 
I a s sume you do not either. For example , the word "engendered" is interest ing. 
From what early Greek word. I wonder , has it been translated? And why is the 
engendered contrasted so sharply from the intelligible? 

Do we conceive of just ice as one? 
Are we ourse lves each truly an unique "one?" Despite the at- least-occasional 

contradict ions between our highest ideals (e.g. to act lovingly towards w h o m we 
claim to love) and our actual effects? 

These are some of the ques t ions that T h e o n ' s s ta tement engende r s in me as 
I seek to discover its intelligibility. 

In any event, for the Greeks , the unique, archetypal quality of "one" and of every 
other number (the way that number is itself uniquely "one' and uniquely relates to 
other numbers) was a fundamentally more important attribute of number than the 
fact that it can measure magni tudes and thus be used to count things. 

For example , take the number "three." Our experience happens , in the simplest 
sense that is ava i l ab l e even to y o u n g ch i ld ren , in " T h r e e ' s . Kvcry s tory has 
a beginning ( I). a middle (2). and an end (3). Frequently, there is a pause, a confu­
sion, an intervention, a refraining that helps a story transform from beginning lo 
middle and again from middle to end. Each part of the story has its own character­
istic flavor and relation to the other parts: one well known way of characterizing 
these flavors and re la t ions is as " thesis ." "ant i thes is ." and "synthes is ." Often, 
people disagree in everyday experience in ' count ing ' this most basic of beats. I 
have not even w a r m e d to the topic of this lecture - have not even reached the 
beginning of the middle - let us say. when for you a sense of complet ion is already 
past. Inquiring (both within oneself and. potentially, in public) on any given occa­
sion in order to clarify what lime it is in the development of that occasion increases 
o n e ' s awareness of potential and compet ing interpretations about what is occurring 
and increases o n e ' s ability to judge what moments to act and how - what notes lo 
play in the dialectic of the overall action. Is it a beginning note? Do. Re. or Mi'.' 
Is il the pause between thirds, where upstream, refraining action may help'.' Is it a 
middle note'.' Fa, Sol, or La? Or is it a chord of completion'. ' Si/Do? 

To offer another example of the unique quality of one of the early numbers , the 
number ' T w o ' was central to the fourth lecture I offered. You may recall that I 
argued that A d a m Smith was on the right track in speaking of a ""man within the 
breast" (obviously, we today would prefer "wo /man within the breast") . But. I 
c o n t i n u e d , he thoroughly obscu red the personal work of ups t r eam s w i m m i n g 
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necessary for us to exper ience ourse lves more or less cont inual ly as though an 
alien were looking through our awareness at our thoughts , feelings, act ions, and 
effects as we exper ience them. This work of detaching ourselves from ourselves -
of dividing ourselves in ' T w o , ' as we act. in order to become a more aware , more 
congruent , more h a r m o n i o u s ' O n e ' - is the first s tep in an exper ient ia l , ethical 
ari thmetic. This is the sort of two-way listening you may have practiced during 
our c lapping . W e must b e c o m e ' T w o ' in order to b e c o m e ' O n e ' - in order to 
develop ' Integr i ty ' . So . here we see one reason why Plato cla imed that one could 
not know how to be vir tuous without ari thmetic: to become increasingly virtuous is 
the s a m e th ing as to d e v e l o p g rea t e r in tegr i ty , wh ich is the s a m e th ing as to 
become a t -One. How to become ' O n e ' is a key d i l emma in mathemat ics , in ethics, 
and in politics. 

H o w d o e s 2 b e c o m e I a r i t h m e t i c a l l y ? H o w d o e s a n y n u m b e r b e c o m e 

1 ar i thmetical ly? ( P A U S E for response from audience. . . ) 

It's divided by itself. 
I t ' s raised to the zero power, or divided by itself. Divided by itself is the angle 

I 've been pursuing now. in terms of self-division. To be raised to the zero power is 
to swim upstream toward the origin. 

W h a t does this m e a n ? It m e a n s that in a mar r i age , for e x a m p l e , when t w o 
p e r s o n s t ruly s u b o r d i n a t e the i r s e p a r a t e s e lve s to a s ing le r e l a t i o n s h i p , they 
subordinate themselves not to one another ' s preferences or demands , but to a sin­
gle enduring relat ionship which has nothing specifically to do with either of their 
preferences. In such a case - and I would propose to you that this has a lways been 
an empirical ly rare case - they have been raised to the 0 power . 

But this leaves open the quest ion of how one so rises - of how one rises to ' Z e r o ' 
- of how ' T w o ' becomes ' O n e ' - of how two persons equil ibrate themselves , each 
truly equal ing ' O n e , ' and each O n e ' truly equal to the other ' O n e ' (we forget that 
one symbol for ' T w o ' is. precisely, the myster ious equal sign, = ). 

An answer worthy of wonder to these different ways of posing the equivalent 
quest ion is ( = ): "Each separate ' O n e ' rises to ' Z e r o ' , and the ' T w o ' together rise 
toward ' O n e ' - toward a truly single relat ionship - when they both swim upstream 
seeking a source, an origin - 0 ." 

What I am doing in these passages is to blend what might be called a quali tat ive 
definition of each of three particular numbers - 0, 1, and 2 - with their quanti tat ive 
operat ion. 

N o w . the number ' Z e r o ' is. if anything, even more myster ious than the numbers 
' O n e ' and ' T w o . ' The ancients did not make the concept of 0 public because it 
becomes dangerous if used by persons unacquainted with the preeminent ethical 
obligat ions of dividing oneself into two again and again in order to become one by 
seeking the origin at the same t ime as one acts in the world with particular effects. 
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T o seek the origin - to seek the source of life, intel l igence, consc iousness , and 
excel lence - even as we act is to participate in the 'Mys te r ies ' - to observe God - to 
become ek-static (Gr. to stand outside oneself) - and this is what the Greek word 
for theory - theoria - refers to. Such a search for the origin is not a process of 
reasoning alone, but one of acting and feeling as well - a search for an attention 
which reaches s imultaneously out toward nature and in toward the highest reason 
and beyond . ' 

The fears of the ancients about the dangers of mak ing the concept of ' Z e r o ' 
public, undisciplined by an upstream search for a true origin, have been shown to 
be fully justified. When 'Ze ro ' became public through Arab scholars to European 
in te l l ec tua l s in the late midd le a g e s . D e s c a r t e s e m p o w e r e d a m o d e r n secu la r 
sc ience unanchored in the sacred by deve lop ing a geomet ry based on arbitrary 
points of origin for his X and Y axes . 

Fermat and the other progenitors of the calculus cont inued the illicit use of an 
arbitrary 0 in developing their equation for the derivative. Let us examine how. at 
its or igin (!). the ca l cu lus is f raudulent . Let us follow F e r m a t ' s p rocedure in 
developing the equation for determining a derivative - the equation for determining 
the velocity of a falling ball at a particular point in t ime: 

Cons ider the velocity of a ball, as it cont inues to accelerate, 
at the fourth second of its fall: 

dis tance = 16 ( t i m e ) 2 

d = 16 <4) 2 

d = 256 

N o w . let h b e a n y i n c r e m e n t o f t i m e , a n d k b e t h e 
incremental dis tance that the ball falls during that t ime: 

256 +A = 16 ( 4 + / ; ) 2 

256 +A- = 16 ( 1 6 + 8 / ; + / ; 2 ) 
k = l28/ ; + / ; 2 

The average velocity in h seconds will be: 

k/h = 128/; + / ; 2 = 128+/; 

' The- twentieth century work of mathematician David Hi lben . in attempting to originate mathemati­
cal reasoning in a symbol sys tem that is internally complete ly consistent , but that refers to nothing out­
side itself whatsoever , not even numbers themse lves , is directly contrary to the Pythagorean kind of 
mathematics being described here. 
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N o w c o m e s the illicit trick. Fermat now lets h = 0 on the 
right side of the equation (because the aim has been to establish 
the veloci ty at the fourth second of fall, not any later; thus , 
the ' increment of t i m e ' is 0) . and the result ing "derivative" is 
(128+0) or 128. 

This move is logically and mathematical ly doubly illegitimate in that you cannot 
substitute the number 0 for /; late in the calculation and on only one side of the 
equation. Substi tuting 0 in for /; from the outset of the computat ion would render 
the computat ion meaningless , however , since both sides of the equation are divided 
by 0, and dividing by 0 is meaningless . 

F e r m a t n e v e r j u s t i f i ed th is m o v e , and b e c a u s e it ' w o r k s ' power fu l l y in a 
downs t ream sense, it was adopted . - The result of such science, several centuries 
later, is another invention that ' w o r k s ' powerfully in a downs t ream sense and not 
only obscures , but mechanical ly destroys, the upstream work of seeking the true 0 
or origin. This invention is called the atom bomb . 

Life as School ; Ari thmet ic as Qual i tat ive , Act ion-Oriented Discipline 
As headmaster of the University of C h i c a g o ' s Laboratory School and as philoso­

pher. John Dewey taught that life is best treated as a school. J ames Wilson, one of 
the most learned of Amer i ca ' s Founding Fathers and later a Justice of the Supreme 
Court , argued that the state is best treated, first, as a school for the improvement of 
the human mind, and only second as a legal contract protecting individual rights 
and property. That insatiably active inquirer. Leonardo da Vinci, redrew the world 
to human scale, seeing the natural world as school and the human mind, heart, and 
body in harmonious action as student, as "measure of all th ings ." 

These men of different ages , and even that conserva t ive young man . George 
Will , a political columnist and commenta to r of late twentieth century America , in 
his Statecraft as Soulcraft, all reflect that short gene ra t ion when Per ic les and 
Socra tes and so many o thers m a d e Athens " the school of Hellas"' (in Per ic les ' 
words in his Funeral Orat ion) . For a short t ime, the city of Athens as a whole 
became a public school for adults that wove together athletics, drama, politics, and 
mathemat ics in a public conversat ion that chal lenged each participant lo alternate 
art is t ical ly a m o n g the roles of aud ience , performer , and seeker , as all toge ther 
struggled to make a unit of soul and city. Never before or since have philosophical 
quest ions so directly jost led with public conduct in the gymnas ium, the theater, the 
streets, and the courts as they did whenever Socrates appeared. 

Socrates has been called a gadfly w h o stung the conscience of his con tempo-

- Later efforts to s e c u r e the foundations of the c a l c u l u s and of all m a t h e m a t i c s that u s e s 
infinitesimals have a l so fai led. S e e foo tnote I a h o v c and Morris K l i n e ' s Mathematics: The Loss 
of Certainty (Oxford. 1980] for further detail. 
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raries. Through the millennia the human race has not developed much tolerance 
for his like, and commonly kills the gadfly off. whether he be Socrates , or Jesus, or 
Shams of Tabriz , or T h o m a s More , or Gandhi , or Martin Luther King. 

W e have yet to appreciate widely or deeply what is the value in quest ioning the 
central assumpt ions of any activity as it progresses. Modern academic inquiry is 
viewed as properly separated from passionate activity, as 1 suggested in my third 
lecture, and as more reliable, valid, and objective as its separation from action is 
the m o r e t ho rough . C o n v e r s e l y , we tend to imag ine that ques t ion ing inhibi ts 
ac t ion ra ther than i m p r o v i n g it. W e tend to imag ine that there is a t rade-off 
between ethics and pragmatics . 

The Socratic and Periclean understanding was just the reverse: that ethical virtue 
and action excel lence are synonymous . In fact, the Greek word circle means at 
once "exce l lence" and "vir tue ." 

A c c o r d i n g to this pe rspec t ive , all human act ivi t ies and the external r ewards 
associated with them are historically-created structures. One may first learn some­
thing about how to perform these activities by rote repetition, motivated by purely 
instrumental , external rewards , as in the case of a child induced to practice writing 
each day for half an hour in return for a "junk food" treat. So long as o n e ' s moti­
vation for performing the activity is merely external , there is of course temptat ion 
to cheat, so that one can maximize o n e ' s reward while minimizing o n e ' s effort. 
But if one cheats , one reduces o n e ' s actual practice in performing the activity and 
is thus less likely to learn how to perform it well, let alone with the excel lence that 
comes from performing beyond o n e ' s normal limits because of o n e ' s commi tmen t 
to the activity itself. Cheat ing is also, obviously, unethical. Hence, we can begin 
to sec that c e r t a i n k i n d s of b e h a v i o r lead a w a y f rom bo th e x c e l l e n c e a n d 
virtue s imultaneously. 

On the other hand, early exposure to an activity may introduce us to the many 
potential intrinsic pleasures of performing it well . In the case of writ ing, the child 
may c o m e to feel pleasure in mastering the sheer shapes of letters, pleasure next in 
a whole new range of communica t ion with o n e ' s g randmother from w h o m o n e ' s 
brief miss ives e v o k e sat isfyingly long and droll ep is t les in r e sponse : p leasure 
still later in discovering what one believes and feels as one writes; and. perhaps 
e v e n t u a l l y , the high p l e a s u r e of i n t r o d u c i n g o t h e r s to the sac red , c o n s c i o u s 
dimension of active meaning-making . 

These rewards are intrinsic to the performance of the activity itself, in this case 
the activity of writing. Experiencing these intrinsic rewards, one is increasingly 
mo t iva t ed to p rac t i ce , to confront o n e ' s own and o t h e r s ' l imits c o u r a g e o u s l y 
(if they inhibit excel lence) , to be loyal to the demands and limits of the structure of 
the activity (since they define what excel lence is), and to inquire into the history 
and underlying assumpt ions of the activity (in order to appreciate the source of its 
va lue and in o rde r to a m e n d its s t ruc ture if it appea r s in ternal ly incons i s ten t , 
incongruent with its or iginal purpose , or no longer capab le of nur tur ing future 
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exce l lence) . Hence , certain kinds of behavior lead toward both exce l lence and 
virtue s imultaneously. 

Accord ing to the Greek perspect ive on deve lopment , a person potentially devel­
ops through the three very general s tages of increasing freedom and responsibili ty 
that I have just described. Let me reiterate the outl ine of these three stages. In the 
first stage, the person is motivated to act by external , visible rewards . Both the 
authority enjoining the activity and the structure of the activity itself are exper i ­
enced as purely arbitrary. In the second stage of development , the sense of compe­
t ence that a c c o m p a n i e s m a s t e r y of the r e l a t i o n s h i p s wi th in s o m e p rede f ined 
" g a m e " or activity is what motivates activity, and the actor appreciates the logic of 
the structure of the activity. 

In the third stage, the person is motivated to act by the chal lenge of inquiring 
into, and thus exper iencing the source value of the activity itself; by the chal lenge 
of purifying, properly exercising, and protecting the structure of the activity, and 
by the cha l l enge of e n c o u r a g i n g o thers to en te r the p rocess of t r ans format ion 
through the three stages. It is only persons and institutions that are engaged at this 
third level of deve lopmen t that seek the sources of exce l lence and congruent ly 
enact them. Only persons engaged at this third level of deve lopmen t integrate 
ups t ream inquiry and downs t r eam per formance in the way that I a m arguing is 
characterist ic of truly great leadership, such as that of Abraham Lincoln throughout 
the Civil War . 

So does a person craft a soul - a "specta tor within the breast ," to use one of 
A d a m Smi th ' s phrases . So does a people craft what the Greeks called a "po l i s " -
a city, a polity. So does a company truly commit ted to excel lence in its field craft 
a lasting e thos . 

So may the activity of managemen t evolve from a money -mak ing skill at the 
first level of deve lopment , through mastery of a complex of technical languages 
characterist ic of the contemporary M B A and of the second level of deve lopment , 
to a third stage of development when it becomes a true profession - a profession as 
m u c h c o n c e r n e d with ups t r eam inquir ies as with d o w n s t r e a m pe r fo rmance , as 
much concerned with the spiritual as with the material , as much concerned with 
mission as with profit. 

S o m a y " sc i en t i f i c " k n o w l e d g e e v o l v e from the u n s y s t e m a t i c co l l ec t ion of 
"useful" facts, through the systematic theories and methodologies of t oday ' s reflec­
tive sciences, to a fully experiential , action sc ience—a science to be practiced in 
the midst of action, the science that Socrates and Pericles, in their dedication to 
A thens ' purpose as a school , studied in the street, at war, and in the Assembly . 

T h i s a c t i o n i n q u i r y o r a c t i o n s c i e n c e — t h a t S o c r a t e s a n d P e r i c l e s , a n d 
Pythagoras before them practiced, and that present-day cit izens attracted by this 
ancient concept ion of deve lopment must rediscover for themse lves—is profoundly 
d i f f e r e n t f r o m o u r c o n t e m p o r a r y , r e f l e c t i v e , n a t u r a l a n d s o c i a l s c i e n c e s . 
Contemporary , reflective sciences attempt to generate purely cognitive maps that 
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correlate with data about the outside world, as though from the perspeet ive of an 
omniscient , d isembodied observer (in other words , as though from no perspective). 
Then these reflective sciences generate a d isembodied technology. By contrast to 
the aim of generat ing a cognit ive map, action science at tempts to generate a four­
fold awareness (0, 1, 2, 3; 0/source/mission. 1/self/structure. 2/performance/opera-
t ions , 3 / in te rac t ion /ou tcomes) wi th in l iving pe r sons . By contras t to seek ing a 
correlation between map and data in the outside world, action science collects data 
about all four qualities of experience and searches for significant analogies or 
incongruities (e.g. are a c o m p a n y ' s structure, operat ions, and ou tcomes consistent 
with its mission?) . By contrast to seeking or assuming an anonymous , universaliz-
able perspect ive, action inquiry is conducted from the perspect ive of the relevant 
actor(s) , but does not assume that this perspect ive is in any sense ' r ight. ' Instead, 
the effort is to reframe one's perspective, to widen and deepen o n e ' s awareness 
t h r o u g h d i s c i p l i n e s of u p s t r e a m s w i m m i n g . By c o n t r a s t to t he c r e a t i o n of 
d i sembodied theory and technology by reflective sc ience, act ion sc ience, in the 
words of Pythagoras , " leaves no t races ." 

The Kind of Mathemat ica l Study that Generates Virtue 
and Excel lence in Action 

W e can conclude this set of lectures by turning again to the profound difference 
in the role of m a t h e m a t i c s in c o n t e m p o r a r y sc ience by cont ras t to its or ig inal 
Pythagorean source . W e usually think of Pythagoras as a genius w h o virtually 
invented ma themat i c s but w h o is hardly worth con tempora ry at tention because 
ma themat i c s has been progress ing for two and a half mi l lennia s ince his t ime. 
Moreover , he apparently went a bit overboard in his enthusiasm, believing in some 
kind of " n u m b e r m y s t i c i s m " a c c o r d i n g to w h i c h sound ( the mus ica l o c t a v e ) 
and sight (the color spect rum), indeed the entire universe, is generated from the 
interaction of numbers . 

However strange this notion may initially seem to the contemporary listener, I 
will argue that, when properly understood, it in fact represents a more advanced 
approach to mathemat ics than that of" modern reflective science. Let us explore 
how this is so. using the Greek three-stage model of development to help us. 

In contemporary science, mathemat ics is used most often in its developmenta l ly 
most externalized and primitive form, namely as a series of magni tudes to be used 
for count ing and compar ing empirical quantit ies as these appear in space and t ime. 
This use corresponds to the first stage of deve lopment in the Greek model . 

Far fewer contemporary scientists work with mathemat ics in its logical, structur­
al , or e ternal form, a l though the abil i ty to e x p r e s s theore t ica l r e l a t ionsh ips in 
m a t h e m a t i c a l form is a c k n o w l e d g e d as the u l t i m a t e a im of m o d e r n s c i e n c e . 
T o d a y , m a t h e m a t i c i a n s i n v e n t i n g new a l g e b r a and g e o m e t r y in the f ield of 
topology (the study of the essential nature of shapes or structures, or "mani fo lds" 
in mathematical language) represent a leading edge of the theoretical sciences, and 
this activity corresponds to the second stage of development in the Greek conception. 
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The third stage of mathematical inquiry c o m m e n c e s when one asks what-are-
today -un fami l i a r q u e s t i o n s . " W h a t is the un ique qua l i ty of each n u m b e r ? " or 
"What does a given number like one or two or three m e a n ? " or "In what way is my 
own first-hand exper ience ma thema t i ca l ? " or "Wha t can numbers tell me about 
how to act from moment to m o m e n t ? " 

Table 6 

fzeronoumenal origin point do initiation tin- k a f m s ^ 
conscious (6-D) 

one nominal unity line re completion conscious eternity 
(3-D) 

two ordinal duality plane mi detaching/ tin- self- time 
suffering' known experiencing (4-D) 

three interval dialectic solid ma* acting/ known outside space 
committing world (3-D) 

* ma is the Japanese word for creative pause, or interval ^ 

As Table 6 suggests , the Greeks at the t ime of Pythagoras . Socrates , and Plato 
l inked the very identity of each primary number to qualitatively different phenome­
na. Thus . "Zero" represents a point. ' O n e ' a (one-dimensional) line. ' T w o ' a plane. 
'Th ree ' a solid. As we know, the fourth dimension is durational t ime. What is the 
fifth d imens ion , the d imension or thogonal or perpendicular to durational t ime at 
any given momen t - the dimension where , however crossed it may be by memor ies 
of the past or foretastes of the future, it is a lways the present? Most of us have-
only a few tastes of such a fifth d imens ion , such as a m o m e n t in early spring, 
outside again, reveling in the rediscovered warmth of the sun. smell ing a rose, the 
smel l o p e n i n g into past m e m o r i e s and future hopes , the smel l flavoring o n e ' s 
in-breathing and out-breathing, bringing o n e ' s awareness and breath into continu­
ous contact for an in-retrospect brief, yet at-present eternal, fragment of t ime. Such 
tastes of the fifth d imension can open toward greater and greater appreciat ion for 
the exper ience of the 'Eternal Now." as persons who have cult ivated a taste for the 
fifth d imension name it and demonst ra te it through music , color, poetry, or dance . 

If you are dubious about, or feel d isconnected from, this evocation of the fifth 
d imension, how may we quest ion together - I and Thou - the number Six".' Can 
we even distantly imagine, let alone exper ience in action, a sixth d imens ion? Let 
us begin with the most dramat ic quality of 'S ix ' to the ancient Greeks - a quality 
that is almost certainly meaningless to most of you. as it was to me when I first 
encountered the concept long, long after I had graduated through every level of 
formal educat ion that t oday ' s educational institutions offer. The ancient Greeks 
(well, actually, only a very, very few of them) instantly recognized the wide ramili-
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cations of the fact (in the sense of a fifth dimensional eternal, archetypal fact) that
'Six' is a l2etfect number.

To the ancient Greeks, a perfect number is a number whose divisors add up to
itself. A petfectly self-contained unit. 'Six' can be divided by 'Three,' 'Two,' and
'One,' which, we can all easily see, add up to 'Six.' It is hardly coincidental that
the Greek pantheon consisted of six male and six female deities - a 'petfect' man
and a 'petfect' woman.

Now, one line of questioning flowing from this probably-new insight about the
meaning of a perfect number is "What numbers, other than 'Six' are perfect
numbers?" We can quickly compute that 'Seven' (along with every other prime) is
divisible only by 'One' (of course, 'One' itself is perfect, being divisible by 'One'
which adds to 'One,' never departing from 'One' by either self-division or self­
multiplication or by being raised to any other power [... 16=1...]). 'Twelve' is, by
contrast, an 'excessive' number, being composed of 6+4+3+2+ 1=16.

If we proceed in this fashion, counting, number by number, the number of
divisors and adding them, we determine in not really too long a time (though
considerably longer than most of us would bother to concentrate on this task) that
28 is the next petfect number (28=14+7+4+2+ I). Our journey to the next petfect
number, taking this counting/durationallmagnitudinal/fourth dimensional approach
would be long and tedious indeed, for it turns out that there is but a single petfect
number (other than 'One') in the single digits, in the tens, in the hundreds, etc. Our

journey to the next petfect number could be instantaneous, however, if we were to
take a fifth-dimensional route; that is, if we were to find the eternal mathematical
structure that generates all petfect numbers.

The procedure for generating petfect numbers is as follows: given a series of
doubled numbers (I, 2, 4, 8, 16...), add the numbers till they result in a prime (e.g.
I+2=3 or 1+2+4=7), then multiply that result by the previous number in the series
(e.g. 2x3=6 or 4x7=28), and the result will be a perfect number. Thus, perfect
numbers require an even balance between an idiosyncratic prime and a composite
even number. One can interpret this to mean that six-dimensional awareness
requires a taste for the uniqueness of one's own nature (one's prime-likeness) as
well as a taste for the evenness of one's nature that is shared across many natures.
Carrying this way of thinking further, we can say that number itself represents the
'even,' 'shared' element of all human natures. Rational numbers, as such, includ­
ing primes, belong to the Eternal Now of the fifth dimension. Is six-dimensional
awareness, then, an awareness of a source that is in some sense beyond reason?

Asking this question brings us to another aspect of the mathematics of
Pythagoras and Plato. From efforts to calculate the relationships among the six
notes of the musical scale in between the two 'Do's an octave apart from one
another (the higher 'Do' generated by plucking a string exactly one half the length
of the string plucked to achieve the lower 'Do'), the ancient Greeks were very
much aware that the notes are not evenly spaced from one another. Through these
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efforts , they b e c a m e aware that i r ra t ionals exist , that c o m p u t a t i o n s s o m e t i m e s 
point to fractions that never resolve into a determinate , hence rational, number . In 
in t roducing the ma themat i c s of Theon of Smyrna , Rober t Lawlor tells us what 
implication the Pythagoreans found in this fact: 

I r r a t i o n a l s to t h e P y t h a g o r e a n s c a m e to r e p r e s e n t t h e 
existence of an immeasurable , supra-rational world which could 
be a p p r o a c h e d t h r o u g h h e i g h t e n e d in te l l ec tua l e x p e r i e n c e s 
above those of the rat ional mind , a bounda ry beyond which 
external knowledge has no place. The presence of the irrational 
in both g e o m e t r i c form (e.g. the squa re root of two) and in 
musical sub-structure (no seven proportionally equidistant notes 
per fec t ly d o u b l e the o c t a v e ) p r o v i d e d the ind ica t ion to the 
ancient scientist of the necessity to move in higher and deeper 
levels of inte l l igence. (Theon , xii [second parenthet ical from 
The Pythagorean Plato, 37]) 

In o t h e r w o r d s , i r r a t iona l s d o not ex is t in the 4 - d i m e n s i o n a l / m a g n i t u d i n a l 
m a t h e m a t i c s of c o u n t i n g , nor in the 5 -d imens iona l / s t r uc tu r a l m a t h e m a t i c s of 
d e t e r m i n a b l e qua l i t i e s wi th d e t e r m i n a b l e re la t ions to one another . I r ra t ionals 
(along with infinitesimal and infinities) point toward a 6-dimensional region of 'all 
poss ib i l i t i e s ' access ib le only by seeking the t ransrat ional source of expe r i ence 
(Poincare: "Actual infinity does not exist. What we call infinity is ... the endless 
pos s ib i l i t y of c r e a t i n g n e w o b j e c t s . . . " ) . T h e de i t i e s , l ike Z e u s t h r o w i n g his 
l igh tn ing , in te rvene from the supra - ra t iona l i r ra t ional , jus t as great ups t r eam-
s w i m m i n g leaders may. In seeking the sources of excel lence in action, one may 
explore beyond the fi l th-dimensional, structural relationships, such as beginnings , 
middles , and ends, to d iscover those moment s in between rational categories when 
i n t e r v e n t i o n c a n t r a n s f o r m the s i t u a t i o n . As w i t h t he loss of i m a g i n a t i v e 
unders tanding of the ' Z e r o ' and the other numbers , so moderns have also lost an 
imagina t ive unders t and ing of the consc iousness cha l lenge posed by irrat ionals , 
infinitesimals, and infinities. Instead, they treat them as though they are numbers 
and use them for calculat ions. 

L e t ' s try a second exerc i se n o w . This second exers ice invites us to seek to 
exper ience all six. qualitatively different d imens ions : Gravi ty. Levity, Extensity. 
Durat ion, Eternity, and Possibi l i ty/Timeliness . Of course , we should not expect 
instant or total success . Try ing this exercise reqularly would be an example of 
cult ivating a good habit, as we discussed at the last lecture. 

The idea is to take a stance that is ver\ comfortable for you. feet about shoulder 
width apart, and hang your arms out to either side so that the wrists are at shoulder 
height. You want first of all to become aware of the dimension of gravity, which is 
go ing d o w n to your feet. Y o u ' r e t ry ing to al ign yourse l f over a sense of your 
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weight falling. And you jus t al low that sense of gravity to direct you in finding 
your posture now. You ' r e not thinking about thrusting your arms out at all, i t ' s 
this downward gravity that you ' r e focusing on. 

The second d imension is Levity. T h a t ' s the energy coming up vertically. Can 
you feel some energy rising into your shoulders and neck. N o w you have to be 
careful not to get the shoulders too tense here. You should not be holding with 
your shou lders—your wrists should be holding themselves out, your e lbows should 
be holding themselves out, and you should feel that they ' re branches coming out of 
the center of gravity. You may need to shift somewhat , your torso may be stiff; 
you may need to because y o u ' r e probably holding your muscles a little stiff. Now 
let them relax, and feel some energy coming up. And you can feel it coming up 
through your eyes . This is the easiest way to feel it really. If you relax your head, 
you begin to feel energy c o m e out your eyes . Just let your eyes go unfocused, 
and it starts coming out. So tha t ' s a little bit of a taste of this second dimension 
of levity. 

The third dimension is extensity, the feeling of being in three-dimensional space. 
What little attention w e ' r e giving to your arms will remind us of that. But w e ' r e 
still trying to stay in touch with gravity and levity, at the same t ime as what our 
arms are reminding us of in terms of extensity. 

The fourth d imension is the dimension of duration, endurance . W e try to really 
feel how t ime feels, here. W e have an unusual opportunity to feel t ime in a fairly 
cont inuous way here. How does it actually feel, especially if we maintain the sense 
of gravity, and the levity, so w e ' r e breathing through to keep all of these alive at 
the same t ime. So that we have gravity, levity, extensity, and what is this feeling 
of being in touch with all of that on a cont inuing basis. Where does it live inside 
you? I think somewhere in the heart region, the soul region. So we begin to be 
aware of our souls a little bit. which accord ing to my unders tanding is created 
through this kind of work. So the more you do it the more you have. There are 
other kinds of work that help develop soul. too. 

And then, if you d o wish to let the a rms d o w n , let them d o w n very s lowly, 
so you keep feeling them, and you d o n ' t lose the sense t h e y ' r e g iv ing you of 
extensity; that you keep feeling inside your body after y o u ' v e fully let them down. 
Because you can keep feeling them in your body, but i t ' s easy to forget once you 
put them down. 

The fifth d imension is eternity. The second dimension of t ime: and tha t ' s the 
dimension of number , as we said. If you can feel yourself inscribed on a circle 
now. if you can feel a circle around y o u — u n d e r your feet, at the tips of your hands , 
over your h e a d — s o you feel yourself as energy inside the circle, you begin to have 
the exper ience of eternity. This is an eternal posture . I t ' s seen in every major 
religion. The Jesuits imagine themselves on the cross. I t ' s possible to go beyond 
imagining it to actually experiencing it. what that is. in a very direct way. 

Then, the sixth dimension is the dimension of the irrational, which a m o n g other 
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things is what makes me ehange direction, almost a lways . I almost never change 
direction rationally. I 'm rational within a d i rec t ion—when I 'm at work I 'm rational 
in the way work is, and when I 'm at home I 'm rational with how the family i s — 
but I 'm almost never rational within the transition. It happens by habit, or just by 
chance , but almost never by conscious choice. So in your s topping of this exercise 
you have a chance to see w h a t ' s moving you to stop it. 

It is truly fr ightening to begin to apprec ia te how much c loser the Athen ians 
were, two and a half millennia ago . to nurturing the highest stage of development 
in one another—this continual search towards the sources of awareness , ha rmony, 
e x c e l l e n c e — t h a n we are t oday . For a br ief m o m e n t in h is tory the i r c i t i zens 
enacted an economics properly subordinated to a politics properly in the service of 
an action science that a imed s imultaneously at both outward excel lence and inner 
integrity. For a brief moment in history their ci t izens enacted a public school , the 
incomplete and distorted memory of which has nevertheless cont inued to educate 
us during the subsequent millennia. 

Even more frightening is how brief and incomplete the Athenian moment itself 
was : ne i the r w o m e n nor s laves were even e l ig ib le for c i t i z en s h i p ; and after 
P e r i c l e s ' d e a t h . A t h e n i a n l e a d e r s h i p d u r i n g the P e l o p o n n e s i a n W a r r ap id ly 
s l i thered from t e m p e r a n c e to a be l l icos i ty and incons tancy remin i scen t of the 
present day. N o one whose Utopian vision of Amer i ca ' s business concentrates on 
early victory and a secure aftermath will find any pleasure in contemplat ing the 
Athenian concept ion of development . 

But if anyone yearns for a model of development that s imultaneously celebrates 
ethical exce l lence in action and leadership dedicated to a cont inuing , ups t ream-
s w i m m i n g , c o n s c i o u s n e s s - a n d - a c t i o n - t r a n s f o r m i n g inqu i ry , let her s tudy the 
very source of our Wes te rn mathemat ica l -po l i t i ca l t radi t ion (and, with o thers , 
the very source of her own exper iencing) . 

Q U E S T I O N S A N D A N S W E R S : 
Sources of Excel lence V: Alternative Visions of Deve lopment 

Is your notion that you walk through this, I the four-fold qualities suggested by 
Table 6j like ascending a stairway? Do you disregard one as you move to anoth­
er? Or are you accumulating them as you go so that by the time you get to 
3 you 're embodying all the ones before? 

Yes. like that. 

Ah-ha. Thank you. | laughter) 
T h e second way , the way that you preferred it. I think. I t ' s inc lus ive , if i t ' s 

happening that way. 
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Is level zero the sacred science? 

Well, the movement of at tempting to divide oneself in two in order to seek one­
ness by looking upstream toward the source, the origin, the ze ro—any path that is 
abou t that , and pa ths d o n ' t a l w a y s use n u m b e r s to say what t h e y ' r e a b o u t — 
tha t ' s the sacred sc ience . Yes . t ha t ' s the path. T h e r e ' s only one real sc ience ; 
there ' s lot 's of mini-theories and versions of it. 

But are you saying, "A science is sacred if it withholds its knowledge in the 
service of achieving its ends"? 

Well , it withholds its knowledge from all but those who are prepared to receive 
it in an act ive state. Because if it g ives knowledge to people w h o take it in a 
passive state, then i t ' s not going to be understood properly, and i t ' s going to be 
passed around and it 's going to become fraudulent. 

Oh. I see. I think I see. 
This is not easy stuff, and it sounds strange. I realize as I 'm saying these sen­

tences , this is the very reverse of the not ion of sc ience we have . W e have a 
science of public knowledge , a science that says i t ' s wrong to keep it private. And 
this Pythagorean science goes the other way around. I t ' s not that i t 's unwil l ing to 
share with a n y b o d y — i t ' s wil l ing to share with a n y b o d y — b u t i t ' s only wil l ing, 
because only able, when they ' re in an active state of seeking. So they can ' t have 
been brought in by a convers ion process , because if they were brought in by a 
convers ion process, you don ' t know whether they ' re just g lomming on. whether 
they ' re just a ' g roup ie ' . So you make the organization hard to find, you mask the 
organizat ion a little bit so that people have to sea rch— 

"A little hit." There seems to he a crack in your armor. 'A little hit' might he 
the logical equivalent to 'a little hit of proselytizing.' 

Yeah, it might be. I may be proselytizing right now. And that ' s the quest ion. 

" A m I proselytizing'. '" Some people would say. "Yes I am." 

The assumption seems to he that the consequences of that proselytizing 
are not good for the science. That's the implicit assumption that I'm having 
difficulty with. 

Let me respond to that, and then let 's create a space that includes other people 
besides us; I 'm enjoying it but I think it 's excluding the rest of the audience. 

I don ' t want to speak about this sacred science until I am in a position where 
1 am not betraying it by the very speaking of it, because of my own lack of under­
s t a n d i n g . A n d i t ' s very ha rd to know w h e n I ' v e r e a c h e d that p o i n t , w h e n 
a n y b o d y ' s reached that point . W h e n GurdjielT. who was a we l l -known rascal 
mystic in the early 2()th century, was wander ing around, he attracted this Russian 
phi losopher-mathemat ic ian Ouspensky . w h o later became the person w h o wrote 
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the most about him and became a student w h o represented him in England and 
America , al though they had a split of some kind. In any event , when Ouspensky 
asked him. "Can I write about what we talk about toge ther?" Gurdjeif said. "Oh . 
absolutely, there ' s no rule against writing about it. Just as long as you unders tand 
it." And that gave Ouspensky a ten-year h iccough while he tried to figure out 
whether he understood it. It may have been too short a hiccough. Ten years isn ' t 
very long to learn this stuff. 

Hut he gave that advice. Did he hold the same advice for himself/ That is he 
couldn 7 talk about it until he understood it. Of course, talking is a different 
form; but did he hold to the same rule that he expected others to hold? In other 
words, did he maintain that he understood it? 

Well , he was a slippery character. He maintained that he was the representat ive 
of the devil , [laughter] 

Do you have anything to say about the impact of scale? When you talk about 
the Greeks they were a much smaller, pristine society. And it seems to me that as 
you 're speaking you 're pointing to a leap from the ancient world to modernity. I 
think it's a complicated leap, but one of the pieces of it is scale. We 're speaking 
about number, and what do you think about the issue of scale in relationship to 
the search for excellence? 

Well , I 'm sure I can ' t do jus t ice to the quest ion. T h a t ' s really worth pondering I 
th ink. I th ink that the sense of sca le in m o d e r n i t y — n a m e l y huge sca le , large 
sca le—is one that moderni ty generates by its focus so t remendously on the outs ide, 
and on numbers and on ' m o r e ' — G r o s s National Product, so aptly named. T h e r e ' s 
no sense of conta inment . 

Now this concern with finding the right size, rather than thinking that more or 
bigger is be t te r—it ' s not that small is necessarily beautiful: different sizes can be 
beautiful , if t hey ' r e app rop r i a t e—but h o w to get that sense of appropr ia teness . 
T h e r e ' s no feeling that there is a science about that, about finding the container. 

The problem is to find what unifies and unites in a way that endures for a t ime. 
W e haven ' t searched for that very well . W e have a notion of tribe, and now we 
have a notion of nation. As we can see today, even with five centuries of working 
on it. 'na t ion ' has been an artificial notion that took hold very variantly for periods 
of t ime in different countr ies , frequently quite destructively. Often nationalism has 
been the most pleasant where i t ' s been the least effective, like the Ital ians, for 
e x a m p l e . And w h e r e peop le are mos t insecure about nat ional uni ty , l ike the 
Germans , i t ' s been the most ugly. So nationalism has been a very strange form, 
and this notion of sovereignty as a way to achieve uni ty—I don ' t think its going to 
work any longer. Finding what the right scale of conta inments a r e — w e seem to be 
totally at sea about that today. 

Even the family has totally lost definition. W e have no sense of what the proper 
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container is. Organizat ions think getting bigger is gett ing better, and of course it 
often isn ' t . But it isn ' t a lways worse . 

So this quest ion about scale. I think when you see each number as referring to a 
different d imension or a different power, you begin to get a feeling that each t ime 
you add, like a person in a g r o u p — w h e n you go from five to six in a g r o u p — 
you ' r e not just adding one person. When you think of all the interrelat ionships 
you ' r e making the group much much bigger. People don ' t think about it that way, 
so i t ' s easy for them to think you can handle any number . But if y o u ' r e really 
concerned with the re la t ionships a m o n g the numbers , and not jus t interested in 
m a s s — a mass of abstract individuals, but you ' r e interested in real people with real 
re la t ionships—you want to keep it small . 

But i t ' s a very difficult problem, " W h a t ' s the right s ize?" How can you increase 
the size without losing the cohesion of the unit? All of the early part of P la to ' s 
Republic is about what the appropria te foreign policy should be for Athens and 
how it shouldn ' t become an empire , because it will stretch itself out wider than its 
school-ing can extend itself. You r emember that in the very first lecture I gave that 
idea of schooling as the last virtue of good leadership, that you create a space/ t ime 
that is a school. I t 's hard to know how large that can be in what different contexts , 
but that would be one quest ion to ask yourself in terms of "Is this the right s ize?" 
"Can this be a school here?" "Can the family working this way be a school sti l l?" 
If it can be , then in my v iew, w h e t h e r or not the paren ts are d ivorced , it is a 
g r o w t h - i n d u c i n g fami ly . If it c a n ' t be . then , w h e t h e r or not the pa ren t s are 
married, it is not a growth- inducing family. 

/ think a lot of what you 're saying is very valuable. My concern is just for 
education over all. It seems there's so much focus on just the rational in educa­
tion, and it seems that more and more, the MBA program and other professional 
programs have kind of a cookie-cutter mentality. I wonder if you see that 
changing, and how that would change—how the process as a whole could 
be changed? 

Well . I think this is very hard to predict , because the direction in which I 'm 
suggest ing moving would be against the kind of technical direction that graduate 
management education has now moved to. So I 'm suggest ing some kind of move­
ment in a different direction from that. Academic institutions are the most eternal, 
long-lived and conservat ive of this modern era, since the university comes closest 
in this era to guard ing and revea l ing the e ternal , l iving mys te r ies of mind and 
nature. So one might think that as long as they actually last, this upstream direc­
tion of educat ion w o n ' t be taken very seriously, at least not at universit ies. But. 
i t 's very hard to say, because there are movement s in this direction of seeing this 
boundary between 'dry knowledge ' that is separate from action and 'wet knowl­
edge ' that is related to action and to the ethical make-up of the actor. The post­
modern and mult i -cul tural not ions that are n o w stirring cont roversy on c a m p u s 
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can, at their best, help academics to taste the boundary between the wet part of 
their lips and the dry part. But of course , in the university industry conversat ion 
usual ly goes right up over the lip level and beyond . T h e conver sa t ion rarely 
descends very much into the body of practice of different skills, nor in the direction 
of sacred contemplat ion, within the temple of the body, even though such forms of 
thought and conversat ion could perfectly well be a university function. 

So, I really don ' t know how long i t ' s going to take, and it may not c o m e from 
the univers i ty . It may c o m e from bus iness o rganiza t ions that want lo b e c o m e 
learning organizat ions , and for them—learn ing organizat ions—inquiry is extreme­
ly passionate and action oriented. So they ' r e just not even go ing to talk to the 
academics about what a learning organization should be. T h e y ' r e going to try it 
out by exper iment , and get fraudulent know ledge from wherever they can. and try 
to convert it into good action, and they' l l struggle with it. They may get further 
along than people in the academy do. 

T h e t rouble with bus iness o rganiza t ions is that i t ' s very hard for them to be 
patient enough to actually engage in inquiry, in any profound sense of the word. 
So that ' s their Achil les heel. And it 's not clear how sincerely different business 
organizat ions will do that. I feel like that is changing very rapidly. Just this year I 
feel as though organizat ions are more and more thirsty for this kind of work. I hear 
of the S w i s s / S w e d i s h c o n g l o m e r a t e A B B w h e r e s e n i o r m a n a g e r s p r a c t i c e 
T ranscenden t a l Medi t a t ion . I hear of E n g l a n d ' s senior m a n a g e m e n t at Vo lvo 
l is tening to Wi l l i am B l a k e ' s unde r s t and ing of four-fold vis ion. But these are 
just beginnings. I don ' t know if they will develop into something very important 
or not. 

T h i s k ind of w o r k that I ' m t a lk ing a b o u t — o f b a l a n c i n g we t . p a s s i o n a t e , 
act ion-or iented knowledge with dry. d ispass ionate , analy t ica l ly-bounded knowl­
e d g e — h a s been almost a lways an underground work throughout recorded history. 
It a lways goes against the o r thodoxy because i t ' s a lways s w i m m i n g ups t ream, 
quest ioning the premises of the or thodoxy. So i t ' s very hard to sense where i t ' s 
going to go , and how fast. 

Almost by definition it shouldn't go anywhere—it can't—because if it 
becomes the orthodoxy, it will destroy itself. If this is to take hold here, in our 
MBA program, we can't become one of the top 20. It just seems very unlikely. 

Yes, because it would be too far outside wha t ' s recognizable somehow as being 
significant or important. 

But what if it worked'/ It seems like the assumption of the discussion is that it 
won 7 work. 

No. no. But if it does , it won ' t be what it was . 
Because if this work of balancing wet knowledge with dry knowledge—which 
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I 've most recently tried to exhibit in my book, The Power of Balance, which is 
partly quanti tat ive and theoretical in fairly dry ways and partly autobiographical 
and lyrical in fairly wet ways—if this sort of balancing between the wet and the 
dry becomes the or thodoxy, then people will imitate it. and what they imitate is the 
dry outs ide rather than the wet . inner work. So i t ' s very hard for this work to 
reproduce itself and cont inue. And I think it dies out . and people w h o are quasi-
charlatans come along all the t ime because there ' s no way of certifying this work. 
Because if you certified it, it would be an or thodoxy. So i t ' s a lways on the charla­
t a n ' s s ide , and you a l w a y s arc uncer ta in . Gurdj ieff was a very con t rovers i a l 
teacher of this balancing of dry knowledge and wet coming- to-know. He acted the 
role of quasi-charlatan. Now. was he acting it from the side of total char latanism, 
or was he acting it from the side of true teacher-dom? W h o knows? Different peo­
ple had different opinions . And he kept it that ambiguous because he d idn ' t want 
to become the priest of an or thodoxy. He d idn ' t want "conver t s" rushing at him. 
He wanted people to feel very warv as thev approached him. and to be in an alert 
state of mind, even as they came somewhat close. 

So. tha t ' s the edge between the wet lip and the dry lip that I encourage you to be 
with as you leave here. Le t ' s end the formal session now. Thank you very much 
for coming to all of these lectures. 

| Applause.] 
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