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Leadership is different from management, but not for the reasons most people think. Leadership isn't rnystical
and mysterious. It has nothing to do with having "charisma" or other exotic personality traits. It is not the
province of a chosen few. Nor is leadership necessarily better than tnanagement or a replacement for it.
Rather, leadership and management are two distinctive and complementary systems of action. Each has its own
function and characteristic activities. Both are necessary for success in an increasingly complex and volatile
business environment.
Most U. S. corporations today are over managed and underled. They need to develop their capacity to exercise
leadership. Successful corporations don't wait for leaders to come along. They actively seek out people with
leadership potential and expose them to career experiences designed to develop that potential. Indeed, with
careful selection, nurturing, and encouragement, dozens of people can play important leadership roles in a
business organization.

But while improving their ability to lead, companies should remember that strong leadership with weak
management is no better, and is sometimes actually worse, than the reverse. The real challenge is to combine
strong leadership and strong management and use each to balance the other.

Of course, not everyone can be good at both leading and managing. Some people have the capacity to become
excellent managers but not strong leaders. Others have great leadership potential but, for a variety ofreasons,
have great difficulty becoming strong managers. Smart companies value both kinds of people and work hard to
make them a part of the team.

But when it comes to preparing people for executive jobs, such companies rightly ignore the recent literature that
says people cannot manage andlead. They try to develop leader-managers. Once companies understand the
fundamental difference between leadership and management, they can begin to groom their top people to provide
both.

The Difference Between Management and Leadership
Management is about coping with complexity. Its practices and procedures are largely a response to one of the
most significant developments of the twentieth century: the emergence of large organizations. Without good
management, complex enterprises tend to become chaotic in ways that threaten their very existence. Good
management brings a degree of order and consistency to key dimensions like the quality and profitabilify of
products.

Leadership, by contrast, is about coping with change. Part of the reason it has become so important in recent
years is that the business world has become more competitive and more volatile. Faster technological change,
greater intemational competition, the deregulation of markets, overcapacþ in capital-intensive industries, an
unstable oil cartel, raiders with junk bonds, and the changing demographics of the work force are among the many
factors that have contributed to this shift. The net result is that doing what was done yesterday, or doing it 5%
better, is no longer a formula for success. Major changes are more and more necessary to survive and compete
effectively in this new environment. More change always demands more leadership.
Consider a simple military analogy: a peacetime arrny can usually survive with good administration and
management up and down the hierarchy, coupled with good leadership concentrated at the very top. A wartime
army, however, needs competent leadership at all levels. No one yet has figured out how to manage people
effectively into battle; they must be led.
These different functions-coping with complexity and coping with change-shape the characteristic activities of
management and leadership. Each system of action involves deciding what needs to be done, creating networks
of people and relationships that can accomplish an agenda, and then trying to ensure that those people actually do
the job. But each accomplishes these three tasks in different ways.
Companies manage complexity first by planning and budgeting-setting targets or goals for the future (typically
for the next month or year), establishing detailed steps for achieving those targets, and then allocating resources to

accomplish those plans. By contrast, leading an organization to constructive change begins by setting a
direction-developing a vision of the future (often the distant future) along with strategies for producing the
changes needed to achieve that vision.
Management develops the capacity to achieve its plan by organizing and staffing-creating an organizational
structure and set ofjobs for accomplishing plan requirements, staffing the jobs with qualifìed individuals,
communicating the plan to those people, delegating responsibility for carrying out the plan, and devising systems
to monitor implementation. The equivalent leadership activity, however, is aligning people. This means
communicating the new direction to those who can create coalitions that understand the vision and are committed
to its achievement.

Finally, management ensures plan accomplishment by controlling and problem solving-monitoring results
versus the plan in some detail, both formally and informally, by means of reports, meetings, and other tools;
identiffing deviations; and then planning and organizing to solve the problems. But for leadership, achieving a
vision requires motivating and inspiring-keeping people moving in the right direction, despite major obstacles to
change, by appealing to basic but often untapped human needs, values, and emotions.

A closer examination of each of these activities will help clariõr the skills leaders need.

Setting a Direction vs. Planning and Budgeting
Since the function of leadership is to produce change, setting the direction of that change is fundamental to
leadership. Setting direction is never the same as planning or even long-term planning, although people often
confuse the two. Planning is a management process, deductive in nature and designed to produce orderly results
not change. Setting a direction is more inductive. Leaders gather a broad range of data and look for patterns,
relationships, and linkages that help explain things. What's more, the direction-setting aspect of leadership does
not produce plans; it creates vision and strategies These describe a business, technology, or corporate culture in
terms of what it should become over the long term and articulate a feasible way of achieving this goal.

Most discussions of vision have a tendency to degenerate into the mystical. The implication is that a vision is
something mysterious that mere mortals, even talented ones, could never hope to have. But developing good
business direction isn't magic. It is a tough, sometimes exhausting process of gathering and analyzing
information. People who articulate such visions aren't magicians but broad-based strategic thinkers who are

willing to take risks.
Nor do visions and strategies have to be brilliantly innovative;infact, some of the best are not. Effective business
visions regularly have an almost mundane quality, usually consisting of ideas that are already well known. The
particular combination or patterning of the ideas may be new, but sometimes even that is not the case.

For example, when CEO Jan Carlzon articulated his vision to make Scandinavian Airline Systems (SAS) the best
airline in the world for the frequent business traveler, he was not saying anything that everyone in the airline
industry didn't already know. Business travelers fly more consistently than other market segments and are
generally willing to pay higher fares. Thus, focusing on business customer's offers an airline the possibility of
high margins, steady business, and considerable growth, But in an industry known more for bureaucracy than
vision, no company had ever put these simple ideas together and dedicated itself to implementing them. SAS did,
and it worked.
'What's

crucial about a vision is not its originality but how well it serves the interests of important
constituencies-customers, stockholders, employees-and how easily it can be translated into a realistic
competitive strategy. Bad visions tend to ignore the legitimate needs and rights of important constituencies
favoring, say, employees over customers or stockholders. Or they are strategically unsound. When a company that
has never been better fhan a weak competitor in an industry suddenly starts talking about becoming number one
that is a pipe dream, not a vision.
One of the most frequent mistakes that overmanaged and underled corporations make is to embrace "long-term
as a panacea for their lack of direction and inability to adapt to an increasingly competitive and
dynamic business environment. But such an approach misinterprets the nature of direction setting and can never

planning"
work.

Long-term planning is always time consuming. Whenever something unexpected happens, plans have to be
redone. In a dynamic business environment, the unexpected often becomes the norm, and long-term planning can
become an extraordinarily burdensome activity, This is why most successful corporations limit the time frame of
their planning activities. Indeed, some even consider "long-term planning" a contradiction in terms.
In a company without direction, even short-term planning can become a black hole capable of absorbing an
infinite amount of time and energy. With no vision and strategy to provide constraints around the planning
process or to guide it, every eventuality deserves a plan. Under these circumstances, contingency planning can go
on forever, draining time and attention from far more essential activities, yet without ever providing the clear
sense of direction that a company desperately needs. After a while, managers inevitably become cynical about all
this, and the planning process can degenerate into a highly politicized game.
Planning works best not as a substitute for direction setting but as a complement to it. A competent planning
process serves as a useful reality check on direction-setting activities. Likewise, a competent direction-setting
process provides a focus in which planning can then be realistically carried out. It helps clari$ what kind of
planning is essential and what kind is irrelevant.

Aligning People vs. Organizing and Staffing
A central feature of modern organizations is interdependence, where no one has complete autonomy, where most
employees are tied to many others by their work, technology, management systems, and hierarchy. These
linkages present a special challenge when organizations attempt to change. Unless many individuals line up and
move together in the same direction, people will tend to fall all over one another. To executives who are
overeducated in management and undereducated in leadership, the idea of getting people moving in the same
direction appears to be an organizational problem. What executives need to do, however, is not organize people
but align them.
Managers "organize" to create human systems that can implement plans as precisely and efficiently as possible.
Typically, this requires a number of potentially complex decisions. A company must choose a structure ofjobs
and reporting relationships, staff it with individuals suited to the jobs, provide training for those who need it,
communicate plans to the work force and decide how much authority to delegate and to whom. Economic
incentives also need to be constructed to accomplish the plan, as well as systems to monitor its implementation.
These organizationaljudgments are much like architectural decisions. It's a question of fit within a particular

context.

Aligrring is different. It is more of a communications challenge than a design problem. First, aligning invariably
involves talking to many more individuals than organizing does. The target population can involve not only a
manager's subordinates but also bosses, peers, staff in other parts of the organization, as well as suppliers,
governmental officials, or even customers. Anyone who can help implement the vision and strategies or who can
block implementation is relevant.
Trying to get people to comprehend a vision of an alternative future is also a communications challenge of a
completely different magnitude from organizing them to fulfill a short-term plan. It's much like the difference
between a football quarterback attempting to describe to his team the next two or three plays versus his trying to
explain to them a totally new approach to the game to be used in the second half of the season.
Whether delivered with many words or a few carefully chosen symbols, such messages are not necessarily
acceptedjust because they are understood. Another big challenge in leadership efforts is credibility --- getting
people to believe the message, Many things contribute to credibility: the track record of the person delivering the
message, the content of the message itself, the communicator's reputation for integrity and trustworthiness, and
the consistency between words and deeds.
a way that organizing rarely does. One of the reasons some
to
rapid
changes in markets or technology is that so many people in those
organizations have difhculty adjusting
companies feel relatively powerless. They have leamed from experience that even if they correctly perceive
important external changes and then initiate appropriate actions, they are vulnerable to someone higher up who
does not like what they have done. Reprimands can take many different forms: "That's against policy" or "We
can't afford it" or "Shut up and do as you're told."

Finally, aligning leads to empowerment in

Alignment helps overcome this problem by empowering people in at least two ways. First, when a clear sense of
direction has been communicated throughout an organization, lower-level employees can initiate actions without

the same degree of vulnerability. As long as their behavior is consistent with the vision, superiors will have more
difficulty reprimanding them. Second, because everyone is aiming at the same targel, the probability is less that
one person's initiative will be stalled when it comes into conflict with someone else's.

Motivating People vs. Controlling and Froblem Solving
Since change is the function of leadership, being able to generate highly energized behavior is important for
coping with the inevitable barriers to change. Just as direction setting identifies an appropriate path for movement
and just as effective alignment gets people moving down that path, successful motivation ensures that they will
have the energy to overcome obstacles.

According to the logic of management, control mechanisms compare system behavior with the plan and take
action when a deviation is detected, In a well-managed factory, for example, this ureans the plamring process
establishes sensible quality targets, the organizing process builds an organizaTiontbaf can achieve those targets
and a control process makes sure that quality lapses are spotted immediately, not in 30 or 60 days, and corrected.
For some of the same reasons that control is so central to management, highly motivated or inspired behavior is
almost irrelevant. Managerial processes must be as close as possible to fail-safe and risk-free. That means they
cannot be dependent on the unusual or hard to obtain. The whole purpose ofsystems and structures is to help
normal people who behave in normal ways to complete routine jobs successfully, day af\er day. It's not exciting
or glamorous. But that's management.
Leadership is different. Achieving grand visions always requires an occasional burst of energy. Motivation and
inspiration energize people, not by pushing them in the right direction as control mechanisms do but by satisffing
basic human needs for achievement, a sense of belonging, recognition, self-esteem, a feeling of control over one's
life, and the ability to live up to one's ideals. Such feelings touch us deeply and elicit a powerful response.
Good leaders motivate people in a variety of ways. First, they always articulate the organization's vision in a
manner that stresses the values of the audience they are addressing. This makes the work important to those
individuals. Leaders also regularly involve people in deciding how to achieve the organization's vision (or the
part most relevant to a particular individual). This gives people a sense of control. Another important
motivational technique is to support employee efforts Ío realize the vision by providing coaching, feedback, and
role modeling, thereby helping people grow professionally and enhancing their self-esteem. Finally, good leaders
recognize and reward success, which not only gives people a sense of accomplishment but also makes them feel
like they belong to an organization that cares about them. When all this is done, the work itself becomes

intrinsically rnotivating.
The more that change characterizes the business environment, the more that leaders must motivate people to
provide leadership as well. When this works, it tends to reproduce leadership across the entire organization, with
people occupying multiple leadership roles throughout the hierarchy. This is highly valuable, because coping
with change in any complex business demands initiatives from a multitude of people. Nothing less will work.

Of course, leadership from many sources does not necessarily converge. To the contrary, it can easily conflict.
For multiple leadership roles to work together, people's actions must be carefully coordinated by mechanisms that
differ from those coordinating traditional management roles.
Strong networks of informal relationships --- the kind found in companies with healthy cultures--- help coordinate
leadership activities in much the same way that formal structure coordinates managerial activities. The key
difference is that informal networks can deal with the greater demands for coordination associated with
nonroutine activities and change. The multitude of communication channels and the trust among the individuals
connected by those channels allow for an ongoing process of accommodation and adaptation. When conflicts
arise among roles, those same relationships help resolve the conflicts. Perhaps most important, this process of
dialogue and accommodation can produce visions that are linked and compatible instead of remote and
competitive. All this requires a great deal more communication than is needed to coordinate managerial roles, but
unlike formal structure, strong informal networks can handle it.

Of course, informal relations of some sort exist in all corporations. But too often these networks are either very
weak --- some people are well connected but most are not --- or they are highly fragmented --- a strong network
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support multiple leadership initiatives well. ln fact, extensive informal networks are so important that if they do
not exist, creating them has to be the focus of activity early in a major leadership initiative.

Creating a Culture of Leadership
Despite the increasing importance of leadership to business success, the on-the-job experiences of most people
actually seem to undermine the development of attributes needed for leadership. Nevertheless, some companies
have consistently demonstrated an ability to develop people into outstanding leader-managers. Recruiting people
with leadership potential is only the first step. Equally important is managing their career patterns. Individuals
who are effective in large leadership roles often share a number of career experiences.
Perhaps the most typical and most important is significant challenge early in a careeÍ. Leaders almost always have
had opportunities during their twenties and thirties to actually try to lead, to take a risk, and to learn from both
triumphs and failures. Such learning seems essential in developing a wide range of leadership skills and
perspectives. It also teaches people something about both the diffrculty of leadership and its potential for
producing change.

Later in their careers, something equally important happens that has to do with broadening. People who provide
effective leadership in important jobs always have a chance, before they get into those jobs, to grow beyond the
narrow base that characterizes most managerial careers. This is usually the result of lateral career moves or of
early promotions to unusually broad job assignments. Sometimes other vehicles help, like special task-force
assignments or a lengthy general management course. Whatever the case, the breadth of knowledge developed in
this way seems to be helpful in all aspects of leadership. So does the network of relationships that is often
acquired both inside and outside the company. When enough people get opportunities like this, the relationships
that are built also help create the strong informal networks needed to support multiple leadership initiatives.
Corporations that do a better-than-average job of developing leaders put an emphasis on creating challenging
opportunities for relatively young employees. In many businesses, decentralization is the key. By definition, it
pushes responsibility lower in an organization and in the process creates more challenging jobs at lower levels.
Johnson & Johnson, 3M, Hewlett-Packard, General Electric, and many other well-known companies have used
that approach quite successfully. Some of those same companies also create as many small units as possible so
there are a lot of challenging lower level general management jobs available.
Sometimes these businesses develop additional challenging opportunities by stressing groWh through new
products or services. Over the years,3M has had apolicy that at least25Yo ofits revenue should come from
products introduced within the last five years. That encourages small new ventures, which in turn offer hundreds
of opportunities to test and stretch young people with leadership potential.
Such practices can, almost by themselves, prepare people for small-and-medium-sized leadership jobs. But
developing people for important leadership oppositions requires more work on the part of senior executives, often
over a long period of time. That work begins with efforts to spot people with great leadership potential early in
their careers and to identiff what will be needed to stretch and develop them.

Again, there is nothing magic about this process. The methods successful companies use are surprisingly
straightforward. They go out of their way to make young employees and people at lower levels in their
organizations visible to senior management. Senior managers then judge for themselves who has potential and
what the development needs of those people are. Executives also discuss their tentative conclusions among
themselves to draw more accurate judgments.

Armed with a clear sense of who has considerable leadership potential and what skills they need to develop,
executives in these companies then spend time planning for that development. Sometimes that is done as part of a
formal succession planning or high-potential development process; often it is more informal. In either case, they
key ingredient appears to be an intelligent assessment of what feasible development opportunities fit each

candidate's needs.

To encourage managers to participate in these activities, well-led businesses tend to recognize and reward people
who successfully develop leaders. This is rarely done as part of a formal compensation or bonus formula, simply
because it is so diffrcult to measure such achievements with precision. But it does become afaclor in decisions

about promotion, especially to the most senior levels, and that seems to make a big difference. When told that
future promotions will depend to some degree on their ability to nurture leaders, even people who say that
Ieadership cannot be developed somehow find ways to do it.
Such strategies help create a corporate culture where people value strong leadership and strive to create it. Just as
we need more people to provide leadership in the complex organizaTions that dominate our world today, we also
need more people to develop the cultures that will create that leadership. Institutionalizing a leadership-centered
culture is the ultimate act of leadership.

