Executives know that failure is
an integral part of innovation.
But how do they encourage the
right kinds of mistakes?

B THE FASTEST WAY TO SUCCEED,” IBM’s Thomas
Watson, Sr., once said, “is to double your failure
rate” In recent years, more and more executives

have embraced this point of view, coming to understand
what innovators have always known: that failure is a pre-
requisite to invention. A business can’t develop a break-
through product or process if it’s not willing to encourage
risk taking and learn from subsequent mistakes.

The growing acceptance of failure is changing the way
companies approach innovation. Some build exit strate-
gies into their projects to ensure that doomed efforts
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don’t drag on indefinitely. Others, like the credit card
company Capital One, continually conduct large num-
bers of market experiments knowing that while most of
their tests won’t pay off, even the failures will provide
valuable insights into customer preferences. Still others
launch two or more projects with the same goal, send-
ing teams in different directions simultaneously. This
approach - called “simultaneous management” by civil
engineering professor Alexander Laufer—creates the po-
tential for a healthy cross-fertilization of new ideas and
techniques.
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While companies are beginning to accept the value of
failure in the abstract —at the level of corporate policies,
processes, and practices—it’s an entirely different matter
at the personal level. Everyone hates to fail. We assume,
rationally or not, that we'll suffer embarrassment and
a loss of esteem and stature. And nowhere is the fear of
failure more intense and debilitating than in the compet-
itive world of business, where a mistake can mean losing
a bonus, a promotion, or even a job.

During his years leading Monsanto, Robert Shapiro

They had been trained to see an unsuccessful product or
project as a personal rebuke. Shapiro tried hard to change
that perception, knowing that it hindered the kind of cre-
ative thinking that fueled his business. He explained to his
employees that every product and project was an experi-
ment and that its backers failed only if their experiment
was a halfhearted, careless effort with poor results. But
a deliberate, well-thought-out effort that didn’t succeed
was not only excusable but desirable.

Such an approach to mistake making is characteristic

was struck by how terrified his employees were of failing. | of people we call “failure-tolerant leaders” - executives
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who, through their words and actions, help people over- |
come their fear of failure and, in the process, create a cul- |
ture of intelligent risk taking that leads to sustained in-
novation. These leaders don’t just accept failure; they
encourage it. We've studied a number of failure-tolerant
leaders - in business, politics, sports, and science — and
found some common threads in what they do. They try
to break down the social and bureaucratic barriers that
separate them from their followers. They engage at a per-
sonal level with the people they lead. They avoid giving
either praise or criticism, preferring to take a nonjudg-
mental, analytical posture as they interact with staff. They
openly admit their own mistakes rather than covering
them up or shifting the blame. And they try to root out the
destructive competitiveness built into most organizations.

First and foremost, though, failure-tolerant leaders
push people to see beyond simplistic, traditional defini-
tions of failure. They know that as long as someone views
failure as the opposite of success rather than its comple-
ment, that person will never be able to take the risks nec-
essary for innovation.

Move Beyond Success and Failure

Of course, there are failures and there are failures. Some
mistakes are lethal - producing and marketing a dysfunc-
tional car tire, for example. At no time can management
be casual about issues of health and safety. But encourag-
ing failure doesn’t mean abandoning supervision, quality
control, or respect for sound practices. Just the opposite.
Managing for failure requires executives to be more en- |
gaged, not less. Although mistakes are inevitable when
launching innovation initiatives, management cannot
abdicate its responsibility to assess the nature of the fail-
ures. Some are excusable errors; others are simply the re-
sult of sloppiness. Those willing to take a close look at
what happened and why can usually tell the difference.

Failure-tolerant leaders identify excusable mistakes and

approach them as outcomes to be examined, understood, |

and built upon. They often ask simple but illuminating |
questions when a project falls short of its goals: ‘

- Was the project designed conscientiously, or was it
carelessly organized?

- Could the failure have been prevented with more |
thorough research or consultation?

- Was the project a collaborative process, or did those
involved resist useful input from colleagues or fail
to inform interested parties of their progress?

- Did the project remain true to its goals, or did it
appear to be driven solely by personal interests?

- Were projections of risks, costs, and timing honest
or deceptive?

- Were the same mistakes made repeatedly?
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Distinguishing between excusable and inexcusable fail-
ure offers two broad benefits. First, it gives managers a
tool to build a nonpunitive environment for mistake
making while allowing them to encourage thoughtfully
pursued projects that, should they fail, will yield produc-
tive mistakes. Second, it allows managers to nonjudg-
mentally promote the sort of productive mistake making
that is the basis for learning. By revealing what doesn’t
work-in the lab or in the marketplace - a failure flowing
from a carefully designed and executed project provides
insight into what will work.

Success can be approached in much the same way. Like
mistakes, all successes are not created equal. A success due
to a fortunate accident is not the organizational equiva-
lent of one resulting from a thoughtfully pursued project.
Thus, successes might be approached with questions sim-
ilar to those posed about failures. How much was due to
good fortune, how much to the hard work of its creators?
Were all contributors acknowledged? Did the success move
us closer to our goals? Will it actually serve customers’
needs or simply merit an award from peers? By taking this
perspective and raising such questions, managers can
begin to treat success and failure similarly, more like the
siblings they actually are.

Some managers may find that idea difficult to embrace.
Treat success and failure the same? Shouldn’t I reward
success? And even if I don’t reprimand an employee who
fails, shouldn’t T at least call attention to the mistake?
Well, no. We suggest a different approach.

Get Engaged

The best coaches take victory and defeat in stride.“I didn’t
get consumed by losses,” said the legendary NFL coach
Don Shula, “and I didn’t get overwhelmed by successes.”
Failure-tolerant leaders in all fields do the same. Rather
than pursue success, they focus on increasing their orga-
nizations’ intellectual capital: the experience, knowledge,
and creativity of the workforce. How? Through engage-
ment. These managers take a tangible interest in their
employees’ projects. Instead of simply evaluating an em-

Richard Farson is the cofounder and president of the West-
ern Behavioral Sciences Institute in La Jolla, California. He
is the author of Management of the Absurd: Paradoxes in
Leadership (Simon & Schuster, 1996). Ralph Keyes is the
author of Chancing It: Why We Take Risks (Little, Brown,
1985) and The Courage to Write: How Writers Transcend
Fear (Henry Holt, 1995). This article is adapted from their
book, Whoever Makes the Most Mistakes Wins: The Para-
dox of Innovation. Copyright 2002 by Richard Farson and
Ralph Keyes. Reprinted by permission of the Free Press, a di-
vision of Simon & Schuster.
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ployee’s efforts, they try to understand the work, interpret
it, and discover its meaning to the individual. Often, they
are in a position to see the work in a larger context, mak-
ing them the ideal people to discuss a project’s history,
goals, and larger significance to the organization.

That process is more collaborative than supervisory.
Failure-tolerant managers show interest, express sup-
port, and ask pertinent questions: What’s new with your
project? What kinds of problems are you having? Taking
the long view, what might the next steps be? Conversa-
tions are less about whether the project is succeeding or
failing than about what can be learned from the experi-
ence. When a manager and employee
are deeply engaged in that discussion,
both of them enter the same kind of
high-performance zone that athletes
do when they’re operating at their
very best. In this zone, evaluation is
less relevant than the subject of where
to go from here.

Enlightened managers strive to be
collaborative rather than controlling.
Only through engaged conversations over time can man-
agers create failure-tolerant work environments that in-
vite innovation. This is not to say that a major achieve-
ment shouldn’t be applauded, or that repeated, avoidable
mistakes should be tolerated. But astute managers mark
the daily progress of small successes and failures with an
evenhanded, open curiosity about the lessons learned and
the next steps to take.

Listening is more central to this process than talking.
Research on workplace creativity shows that it's not the
individual employee’s freedom as much as managerial in-
volvement that produces creative acts. No incentive can
match the obvious appreciation shown by a manager’s
interest and enthusiasm. Path-breaking leaders such as
Thomas Edison, General Motors’ Charles Kettering, the
Watsons at IBM, and 3M’s William McKnight were famous
for schmoozing with employees - not second-guessing or
criticizing, but engaging in animated discussions about
projects. Nothing does more for productivity, morale, and
employee retention. “Edison made work interesting,” said
a machinist and draftsman who spent a half-century
working for the inventor. “He made me feel that I was
making something with him. I wasn’t just a workman.”

Don’t Praise, Analyze

New ideas are most likely to emerge in the workplace
when managers treat steps in the innovation process — i
those that work and those that don’t—with less evaluation
and more interpretation. They don’t praise or penalize;
they analyze.
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Less praiser Haven't managers been told not to skimp
on compliments? They have indeed. But psychologists
who have studied the effects of praise question its value.
As with criticism, compliments can actually demotivate
people. Recipients may feel manipulated or think too
much is expected of them. Research has found that chil-
dren playing games lose interest once they're rewarded
or complimented for their play. In one study, students
praised less by their science teachers did a better job of
conducting experiments on their own than the ones who
were praised more. That is why, in place of perfunctory
praise, many educators are shifting to a teaching style in

New ideas are most likely to emerge in the workplace

when managers treat steps in the innovation process —
those that work and those that don’t—with less evaluation
and more interpretation.

which they ask questions, give feedback, and show inter-
est, but are spare with compliments. “That’s great!” gives
way to “I see you've decided to use liquid nitrogen in this
experiment.” Such a specific response shows real interest
in a student’s work and is appreciated more than repeated
praise. In the workplace, praise can become what is called
a “dissatisfier” Like a salary, it is less likely to motivate
when it’s given out than demotivate when it’s expected
but withheld. So a manager cannot suddenly stop praising
an employee who has come to expect it. But when an en-
gaged manager takes a genuine interest in an employee’s
work, the need for compliments declines.

Genuine engagement, though, can require far more
time than the 11 minutes per task that managers spend, on
average. Because involvement takes more time than keep-
ing your distance, occasions for doing so must be chosen
carefully. Engaging with employees is demanding and
risky; it can threaten a manager’s authority. The more in-
volved you get with employees, the harder it becomes to
reprimand them when necessary. Although not the same
as personal friendships, engaged professional relation-
ships resemble them in ways that can hinder the supervi-
sory process. The challenge is to learn how to get closely
involved with an employee’s work without presuming to
be pals.

Managers may be wary of this type of engagement
because it can be unpredictable, raising questions they
can't answer or might rather avoid. But that’s a price
worth paying. The open-ended, less formal nature of an
engaged relationship can lead to the unexplored terrain
where innovation lies.
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Earn Empathy

While the notion of encouraging mistakes may seem
alien—or at least a little unnerving—to many managers, it
has some celebrated champions. When Jack Welch was
head of GE, he said, “We reward failure,” explaining that
to do otherwise would only squelch daring. GM’s Ketter-
ing, regarded as second only to Thomas Edison as Amer-
ica’s leading inventor mogul, liked to say that a good re-
search man failed every time but the last one. “He treats
his failures as practice shots,” Kettering noted, adding that
he himself had been wrong 99.9% of the time. What every
educated person needed to learn, he felt, was “that it’s not
a disgrace to fail, and that you must analyze each failure
to find its cause....You must learn how to fail intelligently.
Failing is one of the greatest arts in the world. One fails
forward toward success.”

Welch and Kettering knew that creating a risk-friendly
environment requires demonstrating unequivocally — in
deeds more than words—that stumbles on the innovation
path are forgiven. How better for managers to achieve
this end than by publicizing their own missteps? The late

Roberto Goizueta got years of one-liners from the New
Coke fiasco that occurred during his tenure. Admitting his
mistake conveyed to his employees better than a hundred
speeches or a thousand memos that “learning failures,”
even on a grand scale, were tolerated.

A former Lockheed executive recalled the time CEO
Dan Haughton gathered his company’s manufacturing
heads to discuss his own errors. One notable mistake,
Haughton recounted, was when Howard Hughes once
called to tell him that Douglas Aircraft was in trouble and
that he should get right over there and buy it “before
Jimmy McDonnell [did].” Haughton told his managers
that not taking Hughes’s advice was the biggest blunder
he had made in business. Had he bought Douglas Air-
craft, Haughton could have consolidated his company’s
operations in Southern California and avoided costly fu-
ture moves.

The former Lockheed executive said that he and his col-
leagues left the meeting with increased respect for
Haughton and renewed motivation to take their own
risks. Haughton had told them in the most eloquent way
possible that losing a gamble wasn’t the worst thing that

Failure-tolerant leaders
demonstrate unequivocally
that stumbles on the
innovation path are forgiven.
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could happen to them. The message they took away: “If
Dan Haughton can make mistakes, I guess I can, too.”

Similarly, managers at 3M routinely reinforce the com-
pany’s mistake-tolerant atmosphere by freely admitting
their own goofs. Former CEO L.D. DeSimone never hesi-
tated to recount how he repeatedly tried to stop the de-
velopment of Thinsulate. Luckily, DeSimone failed, and
Thinsulate became one of the company’s most success-
ful products. By being so candid about his near blunder,
DeSimone powerfully conveyed that it's okay to be wrong
and to admit it when you are.

Far from revealing weakness, admitting mistakes shows
a leader’s self-confidence. It helps forge closer ties with
employees and colleagues. A blunder admitted is empa-
thy earned. Leaders who don’t cover up their errors reveal
themselves as human- they become people whom others
can admire and identify with.

Think of Ulysses S. Grant, whose success as a military
officer grew directly out of his earlier problems in civilian
life. Grant’s well-known battles with alcoholism made
him more sympathetic to others’ weaknesses; his struggle
to control his addiction helped him understand and deal
with lapses of discipline among subordinates. Grant had
also failed repeatedly in business, suffering humiliating
experiences that made him more humble than other offi-
cers. His failures also made him more daring. Grant took
more chances during combat than other generals did.
Many like General George McClellan, who had led bril-
liantly successful lives before the war, lost battle after bat-
tle during their military careers.

The greatness of many U.S. presidents was also built on
a foundation of unremarkable performance early on. Be-
fore Valley Forge, Washington failed repeatedly as a mili-
tary officer and did a so-so job of running his plantation.
Lincoln suffered multiple setbacks in business and poli-
tics. Franklin Roosevelt —a mama’s boy and a mediocre
student—was generally considered a political lightweight
before he moved into the White House. It’s taken for
granted by historians that if he hadn’t been paralyzed as
a young man, Roosevelt would never have developed the
grit, depth, and empathy he needed to become one of our
best presidents. FDR’s successor, Harry Truman — today
ranked among our top half-dozen chief executives—didn’t
go to college, was a mediocre farmer, and failed as a hab-
erdasher.“Most of our better presidents,” observed Ronald
Reagan’s campaign manager John Sears, “learned to em-
pathize through suffering personal tragedy or failure....
There is something about losing and coming back from it
that burns character into a man’s soul, breeds confidence
without arrogance, and makes a man believable when he
talks about problems.”

Employees do better when they know they’re being su-
pervised by human beings, not detached directors. This
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doesn’t mean they spurn self-confident leaders. We all
want to believe that our leaders are competent and have
exceptional qualities. But we sometimes want a bit of the
opposite as well. An inscrutable mask makes it harder to
lead. Both vulnerability and transparency are important
for leaders and organizations alike.

Collaborate to Innovate

Creating a culture in which people feel comfortable with
failure also requires abandoning traditional ideas about
personal competition. The idea that achievement is maxi-
mized when we go at one another tooth and nail is en-
graved on our national psyche. But when the road to suc-
cess requires making others fail, innovation gets left by the
wayside. Competition infects coworkers with a desire to
win rather than to solve problems and move projects for-
ward. In the process, employees inhibit the free flow of
information so vital to innovation. Those who feel their
work is being judged on conventional concepts of success
and failure, and who feel they're competing with cowork-
ers for the brass ring, will want to protect information
rather than share it. This is a textbook way to squelch in-
novation. Companies become the losers. If 3M’s Spencer
Silver had concealed information about the imperfect ad-
hesive he invented with another colleague, Post-it notes
might never have been developed.

Prizes for performance are especially effective at un-
dermining teamwork because they place competition
above collaboration. A food services company we’ll call
Comestibles once had a contest that awarded regional
offices that posted the best sales records. Those who won
got free vacations. This competition produced a few happy
winners and lots of disgruntled losers. Winning became
such a fetish that Comestibles’ employees began hoard-
ing information they might otherwise have shared with
one another. Some even fudged their figures to gain an
edge. Rather than encourage employees to collaborate
and share information, Comestibles’ motivational pro-
gram created an atmosphere of competition that stifled
creativity, openness, and honesty.

Meanwhile, some future-minded companies like Royal
Dutch/Shell and Monsanto have developed work groups
that emphasize collaboration. The main objective of
these groups is to exchange information, not hide it, as
so often happens in the heat of competition. 3M has en-
couraged idea sharing for decades, from the coffee-and-
donut skull sessions years ago (like the one where Spencer
Silver discussed his not-sticky-enough glue) to today’s
more formal Tech Forums and in-house trade shows.

Failure-tolerant leaders encourage collaboration, un-
derstanding that it is the real road to innovation. They see
it as the best means for tapping into the imaginations of

69




The Failure-Tolerant Leader

employees who are not especially competitive but who
might have invaluable, innovative ideas. Because such
people don't feel the need to win every exchange of ideas,
they don’t do well in gatherings of colleagues playing ver-
bal king-of-the-mountain. Competition-based cultures
can be especially hard on new hires, introverts, minorities,
women, and those for whom English is a second language.
It’s difficult to exaggerate the stifling effect that compet-
itive idea exchange can have on some of these people.
That'’s where communications technologies can help.
Communications technologies have opened the doors
for idea sharing. In organizations of all kinds, they have
encouraged bottom-up decision making, loosened sticky
spigots of information, and become electronic suggestion
boxes. Royal Dutch/Shell, for instance, has found that
many of its most worthwhile innovations have come from

Failure-tolerant leaders emphasize that a good idea
is a good idea, whether it comes from Peter Drucker,

Reader’s Digest, or an obnoxious coworker.

employees via e-mail. Similarly, IBM’s rebirth as a more |
nimble, Web-savvy company began when CEO Lou Gerst-
ner invited employees at all levels to communicate with
him by e-mail soon after he arrived in 1993. It did not take
long for Gerstner to begin hearing about stalled projects
and unsolved problems that were stuck in IBM’s many
corporate cobwebs.

E-mail, of course, is only the beginning. Communica-
tions technologies now extend well beyond basic e-mail
into various kinds of both real-time and asynchronous
electronic connections. They include chat rooms and news
groups; conferencing systems; technologies for surveys,
voting, and joint document preparation; distance educa-
tion; remote control of computers for demonstrations or
group graphic designs; and more. As Robert Shapiro once
said, many of these technological developments “just rip
through hierarchy.”

Electronic communications are ideal for involving cre-
ative people who might be shunned or perceived as mar-
ginal in organizations that rely too heavily on face-to-face
idea exchange. The asynchronous nature of many of
today’s communications technologies gives employees
the opportunity to edit and dig deeper into what they
really want to say; the typical pressures of face-to-face
meetings - of having to speak up and be aggressive with
ideas — are reduced. What’s more, use of electronic com-
munications often means that an employee’s age, gender,
ethnicity, physical appearance, and personality quirks no
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longer determine how his suggestions are received. The
result is that companies are better able to retain uncon-
ventional, creative employees who may be bad at office
politics but good at generating fresh ideas.

Give the Green Light

At Royal Dutch/Shell, innovation teams fielded sugges-
tions e-mailed by fellow employees. Using a method
devised by the consulting firm Strategos, six-person
“GameChanger” teams met weekly to assess ideas. As
Gary Hamel, the head of Strategos, reported in his arti-
cle “Bringing Silicon Valley Inside” (HBR September
1999), the GameChanger teams assessed 320 proposals
during their first two years of operation. The proposals
were evaluated not only on the basis of what Shell stood
to lose by pursuing the suggestion, but also
what it could lose by not doing so. Of Shell’s
five top innovations in 1999, four bubbled
up through GameChanger meetings. One
of these was the company’s Light Touch
method of using laser sensors to discover
hydrocarbon emissions of oil deposits.
Among the most striking discoveries of the
GameChanger process was how many
ideas came from employees who weren’t thought to be
innovative. It turned out that most had never had op-
portunities to express their ideas.

Failure-tolerant leaders emphasize that a good idea
is a good idea, whether it comes from Peter Drucker,
Reader’s Digest, or an obnoxious coworker. This ap-
proach blunts the group’s natural disposition to squelch
imaginative, though difficult, participants. Psychologist
Michael Kahn suggests running meetings using what he
calls “barn raising,” a model based on the way pioneers
pitched in as a community to help one another con-
struct outbuildings. According to this model, rather than
engage in one-upmanship, members are encouraged to
listen carefully to each person’s idea, then add their
thoughts to see if they can build that idea into a more
valuable contribution. Such an atmosphere of explo-
ration lets group members search diligently for value in
ideas that might otherwise have been discarded. They
also feel comfortable knowing that their suggestions
will receive the same treatment.

Like Shell’s GameChanger groups, Kahn’s barn-raising
techniques are an effective catalyst for innovation. So,
t0o, is a gathering known as a “community of practice,” or
a small group of employees within an organization that
meets regularly to discuss common interests. The value
of these communities goes far beyond information ex-
change. In their article “Communities of Practice: The
Organizational Frontier” (HBR January-February 2000),

HARVARD BUSINESS REVIEW




DRAWING: HARLEY L. SCHWADRON

The Failure-Tolerant Leader

management consultants Etienne Wenger and William
Snyder refer to these gatherings as“petri dishes for entre-
preneurial insights.” The way these groups arrive at ideas
is similar to brainstorming: Members suspend judgment
and allow others to toss out suggestions in an atmosphere
of cooperation and support rather than competition and
criticism. Unlike skunk works, these groups are ad hoc
gatherings of people from many parts of an organization;
their collective attitudes can often infuse an organiza-
tion’s culture as a whole, particularly an attitude of dar-
ing. As the member of one Indiana community of prac-
tice told Wenger and Snyder, “I took a risk because I was
confident I had the backing of my community - and it
paid off.”

What's really going on in these groups is courage en-
hancement. By creating an atmosphere of safety and
reducing the pressure to succeed, the groups give people

the confidence to share their ideas. Employees who once
felt inhibited suddenly feel free to express their thoughts,
frequently contributing to the innovations that drive the
company.

Failure-tolerant leaders send clear messages to their or-
ganizations that constructive mistakes are not only ac-
ceptable but worthwhile. Employees feel that they have
been given the green light to set out and explore, no
longer thinking in terms of success or failure but instead
in terms of learning and experience. And that’s the key to
coming up with breakthrough products and processes:
viewing mistakes for the educational tools they are and as
signposts on the road to success. ©

Reprint RO208D
To order reprints, see the last page of Executive Summaries.

AT

“Ms. Pruit, hold all calls, cancel all appointments — I gotta dance.”
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