AlIM Press Release gﬂﬂ

Advanced Institute of
Management Research

MANAGERS FAILING TO LEARN FROM FAILURE
Embargoed until 00:01 on Friday 15" December

A recent study reveals that, despite much talk of the "learning organisation”, many
organisations are still bottom of the class when it comes to learning from past
mistakes. Instead, says the report by the Advanced Institute of Management
Research, organisational politics and the blame culture prevent managers from
acknowledging and learning from failures.

Large failures remain unreported until it is impossible to conceal them. Then people
blame unusual circumstances or external factors. Smaller failures are labelled
"inevitable" because they don't conform to the organisation's core beliefs. If that
doesn't wash they are dismissed as experiments that were bound to fail. Such ostrich
like behaviour means failures are repeated, often by the same managers.

Five lessons senior managers need to know:
The report suggests five lessons for organisations that want to learn from failure:

e Link the outcomes of ventures, projects etc., to the personal rewards of the
people who manage them. Both financial and reputational rewards can be
effective motivators. The challenge is motivate managers to seek
improvements without inflicting such high penalties on the managers of
failures that they block data gathering and analysis.

e Labelling a venture as an "experiment” is a double-edged sword. It may keep
participants from exerting the extreme efforts that would turn an "experiment”
into a success, plus the label "experiment” may imply that people need not
extract general lessons and allow them to dismiss failure as inevitable
because of its experimental nature.

e Be suspicious of efforts to explain failures in terms of idiosyncratic
circumstances or external events. Such explanations surface after every
failure, but they never appear after successes.

e Do not underestimate the cynicism or self-interest of participants in ventures.
Managers in large organisations know that there is a high probability that their
organisation will not hold them responsible for failures. External advisors are
likely to recommend actions that serve their own interests, such as additional
fees.

e Managers who participated in more than two failures seemed to express
extreme confidence in their abilities to reproduce past successes. It may be
that unlearning successes is a prerequisite for learning from failures.

Co--author of the report William H. Starbuck, AIM International Visiting Fellow, and
professor in residence at University of Oregon in the US comments: "The learning
that should follow failure often does not happen, and when it does, it often teaches
the wrong lessons. It seems that most organisations could benefit from paying more
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explicit attention to learning, whether it is taking place, and what lessons it is
teaching, as well as to the processes they have created to make it happen.”

Report Authors:

William H. Starbuck, AIM International Visiting Fellow, Professor in Residence
University of Oregon

Philippe Baumard, Professor of Strategic Management, Visiting Scholar, UC
Berkeley

Notes for Editors

AIM Research is funded by the ESRC and EPSRC and was launched in November
2002. AIM’s mission is to improve understanding of management’s contribution to
organizational performance, and thus UK well-being. AIM’s more specific objectives
are: (i) to conduct research that will identify actions to enhance the UK’s international
competitiveness; (ii) to raise the scientific quality and international standing of UK
research on international competitiveness; (iii) to expand the size and capacity of the
active research base for UK research on management; and (iv) to develop the
engagement of that capacity with world-class research outside the UK and with
practitioners as co-producers of knowledge about management and other users of
research within the UK. For more information on AIM visit www.aimresearch.org

The ESRC is the UK's largest funding agency for research and postgraduate training
relating to social and economic issues. It provides independent, high quality, relevant
research to business, the public sector and Government. The ESRC’s planned total
expenditure in 2006/7 is £169 million. At any one time the ESRC supports over
4,000 researchers and postgraduate students in academic institutions and research
policy institutes. More at http://www.esrcsocietytoday.ac.uk

The Engineering and Physical Sciences Research Council (EPSRC) is the UK’s
main agency for funding research in engineering and the physical sciences. The
EPSRC invests more than £500 million a year in research and postgraduate training,
to help the nation handle the next generation of technological change. The areas
covered range from information technology to structural engineering, and
mathematics to materials science. This research forms the basis for future economic
development in the UK and improvements for everyone’s health, lifestyle and culture.
EPSRC also actively promotes public awareness of science and engineering.
EPSRC works alongside other Research Councils with responsibility for other areas
of research. The Research Councils work collectively on issues of common concern
via Research Councils UK. Website address for more information on EPSRC:
www.epsrc.ac.uk/

For more information contact:
Professor Andy Neely, Deputy Director, AIM, email: aneely@london.edu,
Tel: 0870 734 3000 or 07711 140198

Claire Fitzpatrick, Press and Communications, AIM, email: cfitzpatrick@Ilondon.edu,
Tel: 020 7000 0517 or 07703 725927
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